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ACREAGE ALLOTMENTS FOR SALE OR LEASE 


THURSDAY, FEBRUARY 26, 1959 


House or REPRESENTATIVES 
CoMMoDITY SUBCOMMITTEE ON CoTToN 
OF THE COMMITTEE ON AGRICULTURE, 


Washington, D.C. 


The subcommittee met at 10 a.m., pursuant to notice, in room 1302, 
New House Office Building, Hon. E. C. Gathings (chairman of the 
subcommittee) presiding. 

Present: Representatives Gathings, Poage, Abernethy, Hagen, 
Grant, and Teague of California. 

Also present: Representatives Cooley, Matthews, and Jones of Mis- 
sour’. 

Mr. Gatrutnes. The committee will come to order. 

It is a real pleasure to have with us today the Alabama group. We 
are pleased to have the opportunity of hearing testimony with regard 
tothe matter of leasing cotton allotments, or the sale of cotton allot- 
ments. 


(H.R. 1811, H.R. 308, H.R. 1854, H.R. 2253, H.R. 2428, H.R. 3628, 
H.R. 679, H.R. 3031, and H.R. 4859 are as follows:) 


{H.R. 1811, 86th Cong., 1st sess.] 


A BILL To amend the Agricultural Adjustment Act of 1938, as amended, to provide for 
lease and transfer of acreage allotments 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the Agricultural Adjustment Act of 
1988, as amended, is amended by adding after section 378 the following new 
section : 

“Sec. 379. (a) Notwithstanding any other provision of this Act, the owner 
and operator of any farm for which a commodity acreage allotment is estab- 
lished may lease any part of such commodity allotment to any other owner or 
operator of a farm in the same county for use in such county. Such lease and 
transfer of allotment shall be recognized and considered valid by the county 
committee provided the conditions set forth in this section are met. 

“(b) Any lease shall be made on such terms and conditions, except as other- 
wise provided in this section, as the parties thereto agree. No lease shall be 
entered into for any period in excess of one crop year, but may be renewed 
from year to year, if the parties so agree. 

“(c) The lease and transfer of any allotment shall not be effective until a 
copy of said lease is filed with and approved by the county committee of the 
county in which the farms involved are located. If the county committee deter- 
mines that the farms involved in the lease and transfer are approximately 
equally productive, the lease and transfer may be approved acre for acre. Ifthe 
lease and transfer results in acreage allotment for the commodity being placed 
on a farm which is substantially more productive, such as an irrigated farm 
as compared with a dryland farm, the county committee shall make a downward 
adjustment in the amount of acreage allotment transferred so that the produc- 
tion from the transferred acreage will be approximately equal to that which 
would have been obtained on the farm from which the acreage was leased. 
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“(d) The lease and transfer of any part of a commodity acreage allotment 
determined for a farm shall not affect the allotment for the commodity for the 
farm from which such acreage allotment is leased or the farm to which it is 
transferred, except with respect to the crop year specified in the lease. The 
amount of acreage allotment which is leased from a farm shall be considered 
for purposes of determining future allotments to have been devoted to the com. 
modity on such farm. 

“(e) The lease and transfer of allotment acreage under provisions of this 
section shall not operate to increase the acreage of all allotted commodities op 
a farm to more than 75 per centum of the cropland on such farm.” 


[H.R. 308, 86th Cong., Ist sess. ] 


A BILL To authorize the sale and permanent transfer of acreage allotments 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the Agricultural Adjustment Act of 1938, 
as amended, is further amended by adding thereto the following new section: 

“Sec. 379. Notwithstanding any other provision of this Act, the owner and 
operator of a farm for which a farm acreage allotment is established under thig 
Act may transfer all or part of such allotment to the owner or operator of another 
farm in the same State: Provided, That such allotment has not been tranferred 
pursuant to this section within the two immediately preceding crop years: 
Provided further, That the farm allotment and acreage history to be transferred 
to a farm shall be adjusted to reflect the normal yield per acre for such farm 
and for the farm from which the transfer is made: And provided further, 
That no allotment may be transferred to a farm in another county unless the 
producers of the affected commodity in the county from which the transfer is 
being made have voted in a referendum within three years of the date of such 
transfer, by a two-thirds majority of the producers participating in such referen- 
dum, to permit sales of allotments to farms outside the county. An authorization 
of transfer signed by both the grantor and grantee shall be filed with each county 
committee concerned and thereupon the farm acreage history (all or a propor- 
tionate part, as the case my be) shall also be transferred to the farm to 
which the allotment is transferred and added to the acreage bistory for the con- 
modity for such farm and for the county, where applicable. The land in the 
farm from which the entire allotment and acreage history have been so trans- 
ferred shall not be eligible for a new farm acreage allotment during the five years 
following the year in which such transfer is made. The total farm acreage allot- 
ment for the affected commodity for any farm to which allotment for such con- 
modity is transferred shall not exceed 150 per centum of the average size of the 
acreage allotment for such commodity in the State or the following acreage: 
Cotton, fifty acres; peanuts, thirty acres; tobacco, ten acres; rice and wheat, sixty 
acres, whichever is greater. The Secretary shall prescribe such regulations as he 
deems necessary to assure the orderly administration of this section.” 


(H.R. 1854, 86th Cong., Ist sess. ] 


A BILL To amend the Agricultural Adjustment Act of 1938 to provide for lease and 
transfer of acreage allotments 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the Agricultural Adjustment Act of 1938, 
as amended, is amended by adding after section 378 the following new section: 

“Seo. 379. (a) Notwithstanding any other provision of this Act, the owner and 
operator of any farm for which a commodity acreage allotment is established may 
lease any part of such commodity allotment to any other owner or operator of @ 
farm in the same county for use in such county. Such lease and transfer of 
allotment shall be recognized and considered valid by the county committee 
provided the conditions set forth in this section are met. 

“(b) Any lease shall be made on such terms and conditions, except as other- 
wise provided in this section, as the parties thereto agree. No lease shall be 
entered into for any period in excess of one crop year, but may be renewed from 
year to year, if the parties so agree. 
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ACREAGE ALLOTMENTS FOR SALE OR LEASE 3 


“(¢c) The lease and transfer of any allotment shall not be effective until a 

y of such lease is filed with and approved by the county committee of the 
county in Which the farms involved are located. If the county committee deter- 
wines that the farms involved in the lease and transfer are approximately equally 
roductive, the lease and transfer may be approved acre for acre. If the lease 
and transfer results in acreage allotment for the commodity being placed on a 
farm which is substantially more productive, such as an irrigated farm as 
compared with a dry land farm, the county committee shall make a downward 
adjustment in the amount of acreage allotment transferred so that the production 
from the transferred acreage will be approximately equal to that which would 
have been obtained on the farm from which the acreage was leased. 

“(d) The lease and transfer of any part of a commodity acreage allotment 
determined for a farm shall not affect the allotment for the commodity for the 


‘ farm from which such acreage allotment is leased or the farm to which it is 


transferred, except with respect to the crop year specified in the lease. The 
amount Of acreage allotment which is leased from a farm shall be considered for 
purposes of determining future allotments to have been devoted to the commodity 
on such farm: Provided, That the acreage so leased and transferred shall not 
operate to continue the farm’s status as an ‘old farm’. 

“(e) The lease and transfer of allotment acreage under provisions of this sec- 
tion shall not operate to increase the acreage of the commodity on a farm to more 
than 60 per centum of the cropland on such farm.” 


(H.R. 2253, 86th Cong., Ist sess.] 


A BILL To amend the Agricultural Adjustment Act of 1938, as amended, to provide for 
lease and transfer of acreage allotments 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the Agricultural Adjustment Act of 1938, 
as amended, is amended by adding after section 378 the following new section : 

“Sec. 379. (a) Notwithstanding any other provision of this Act, the owner 
and operator of any farm for which a commodity acreage allotment is estab- 
lished may lease any part of such commodity allotment to any other owner or 
operator of a farm in the same county for use in such county. Such lease and 
transfer of allotment shall be recognized and considered valid by the county 
committee provided the conditions set forth in this section are met. 

“(b) Any lease shall be made on such terms and conditions, except as other- 
wise provided in this section, as the parties thereto agree. No lease shall be 
entered into for any period in excess of one crop year, but may be renewed from 
year to year, if the parties so agree. 

“(c) The lease and transfer of any allotment shall not be effective until a copy 
of said lease is filed with and approved by the county committee of the county 
in which the farms involved are located. If the county committee determines 
that the farms involved in the lease and transfer are approximately equally pro- 
ductive, the lease and transfer may be approved acre for acre. If the lease 
and transfer results in acreage allotment for the commodity being placed on a 
farm which is substantially more productive, such as an irrigated farm as 
compared with a dry land farm, the county committee shall make a downward 
adjustment in the amount of acreage allotment transferred so that the production 
from the transferred acreage will be approximately equal to that which would 
have been obtained on the farm from which the acreage was leased. 

“(d) The lease and transfer of any part of a commodity acreage allotment 
determined for a farm shall not affect the allotment for the commodity for the 
farm from which such acreage allotment is leased or the farm to which it is 
transferred, except with respect to the crop year specified in the lease. The 
amount of acreage allotment which is leased from a farm shall be considered for 
purposes of determining future allotments to have been devoted to the commodity 
on such farm. 

“(e) The lease and transfer of allotment acreage under provisions of this 
section shall not operate to increase the acreage of all allotted commodities on 
afarm to more than 75 per centum of the cropland on such farm.” 


ACREAGE ALLOTMENTS FOR SALE OR LEASE 


(H.R. 2428, 86th Cong., 1st sess.] 


A BILL To amend the Agricultural Adjustment Act of 1988, as amended, to v: 
lease and transfer of acreage allotments Provide for 





Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the Agricultural Adjustment Act of 
ary as amended, is amended by adding after section 378 the following new 
section: 

“Sec. 379. (a) Notwithstanding any other provision of this Act, the owner 
and operator of any farm for which a commodity acreage allotment is estab. 
lished may lease any part of such commodity allotment to any other owner 
or operator of a farm in the same county for use in such county. Such leage 
and transfer of allotmené: shall be recognized and considered valid by the county 
committee provided the conditions set forth in this section are met. 

“(b) Any lease shall be made on such terms and conditons, except as other- 
wise provided in this section, as the parties thereto agree. No lease shall be 
entered into for any period in excess of one crop year, but may be renewed from 
year to year, if the parties so agree. 

“(c) The lease and transfer of any allotment shall not be effective until a 
copy of said lease is filed with and approved by the county committee of the 
county in which the farms involved are located. If the county committee deter- 
mines that the farms involved in the lease and transfer are approximately 
equally productive, the lease and transfer may be approved acre for acre. If the 
lease and transfer results in acreage allotment for the commodity being placed 
on a farm which is substantially more productive, such as an irrigated farm 
as compared with a dryland farm, the county committee shall make a downward 
adjustment in the amount of acreage allotment transferred so that the produec- 
tion from the transferred acreage will be approximately equal to that which 
would have been obtained’*on the farm from which the acreage was leased. 

“(d) The lease and transfer of any part of a commodity acreage allotment 
determined for a farm shall not affect the allotment for the commodity for the 
farm from which such acreage allotment is leased or the farm to which it is 
transferred, except with respect to the crop year specified in the lease, The 
amount of acreage allotment which is leased from a farm shall be considered for 
purposes of determining future allotments to have been devoted to the commodity 
on such farm. 

“(e) The lease and transfer of allotment acreage under provisions of this 
section shall not operate to increase the acreage of all allotted commodities on 
a farm to more than 60 per centum of the cropland on such farm.” 


(H.R. 3628, 86th Cong., 1st sess. ] 


A BILL To amend the Agricultural Adjustment Act of 1988, as amended, to provide for 
lease and transfer of acreage allotments 


Be it enacted by the Senate and House of Representativee of the United States 
of America in Congress assembled, That the Agricultursé! Adjustment Act of 
1938, as amended, is amended by adding after section 378 the following new 
section : 

“Sec. 379. (a) Notwithstanding any other provision of this Act, the owner 
and operator of any farm for which a commodity acreage allotment is established 
may lease any part of such commodity allotment to any other owner or operator 
of a farm in the same county for use in such county. Such lease and transfer of 
allotment shall be recognized and considered valid by the county committee pro- 
vided the conditions set forth in this section are met. 

“(b) Any lease shall be made on such terms and conditions, except as other- 
wise provided in this section, as the parties thereto agree. No lease shall be 
entered into for any period in excess of one crop year, but may be renewed from 
year to year, if the parties so agree. 

“(c) The lease and transfer of any allotment shall not be effective until a 
copy of said lease is filed with and approved by the county committee of the 
county in which the farms involved are located. If the county committee 
determines that the farms involved in the lease and transfer are approximately 
equally productive, the lease and transfer may be approved acre for acre. If 
the lease and transfer results in acteage allotment for the commodity being 
placed on a farm which is substantially more productive, such as an irrigated 
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farm as compared with a dryland farm, the county committee shall make a 
downward adjustment in the amount of acreage allotment transferred so that the 
uction from the transferred acreage will be approximately equal to that 
which would have been obtained on the farm from which the acreage was leased. 
“(d) The lease and transfer of any part of a commodity acreage allotment 
determined for a farm shall not affect the allotment for the commodity for the 
farm from which such acreage allotment is leased or the farm to which it is 
transferred, except with respect to the crop year specified in the lease. The 
amount of acreage allotment which is leased from a farm shall be considered 
for purposes of determining future allotments to have been devoted to the com- 
modity on such farm. 
“(e) The lease and transfer of allotment acreage under provisions of this 
section shall not operate to increase the acreage of all allotted commodities on 
a farm to more than 75 per centum of the cropland on such farm.” 


(H.R. 679, 86th Cong., 1st sess. ] 


A BILL To authorize the sale and transfer of acreage allotments and marketing quotas, 
and for other purposes 


Whereas the removal of small farms from production in many areas has hurt 
business activity in local communities and will work against efforts to establish 
stable economic units; and 

Whereas it is essential to a proper operation of the farm program and to provid- 
ing a consistent supply of farm products to meet domestic demand and to pro- 
tect the United States share of foreign markets that, when acreage allotments 
and marketing quotas are determined, such acreage be planted, therefore 
Be it enacted by the Senate and House of Representatives of the United States 

of America in Congress assembled, That hereafter, notwithstanding any other 
provision of law, any farmer may sell and transfer, on such terms and conditions 
as may be agreed upon by the parties, his acreage allotment and marketing quota 
to any farmer for use in the county or county area where such allotment has been 
made. 

No such contract shall be enforcible until a copy has been filed with the agri- 
cultural stabilization and conservation committee of the county in which such al- 
lotment was made, and when a copy of such contract is filed with such county 
committee it shall have the effect of transferring such acreage allotment and mar- 
keting quota from one farm to the other. Such sale and transfer shall not affect 
the acreage allotment and marketing quota of the farm or farms from which sold 
or the farm or farms to which sold, except during the one year in which sold. 
Neither shall it affect the permanent acreage allotment or marketing quota 
history of elther farm. 


(H.R. 3081, 86th Cong., 1st sess.) 


A BILL To amend the Agricultural Adjustment Act of 1938 to provide for lease and 
transfer of acreage allotments 


Be it enacted by the Senate and House of Representatives of the United States 


of America in Congress assembled, That the Agricultural Adjustment Act of 1938, 


as amended, is amended by adding after section 378 the following new section : 

“Sec. 879. (a) Notwithstanding any other provision of this Act, the owner and 
operator of any farm for which a commodity acreage allotment is established may 
lease any part of such commodity allotment to any other owner or operator of a 
farm in the same county for use in such county. Such lease and transfer of 
allotment shall be recognized and considered valid by the county committee pro- 
vided the conditions set forth in this section are met. 

“(b) Any lease shall be made on such terms and conditions, except as other- 
wise provided in this section, as the parties thereto agree. No lease shall be 
entered into for any period in excess of one crop year, but may be renewed from 
year to year, if the parties so agree. 

“(c) The lease and transfer of any allotment shall not be effective until a 
copy of such lease is filed with and approved by the county committee of the 
county in which the farms involved are located. If the county committee deter- 
mines that the farms involved in the lease and transfer are approximately equally 
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productive, the lease and transfer may be approved acre for acre. If the lease and 
transfer reSults in acreage allotment for the commodity being placed on a farm 
which is substantially more productive, such as an irrigated farm as compareg 
with a dry land farm, the county committee shall make a downward adj 

in the amount of acreage allotment transferred so that the production from the 
transferred acreage will be approximately equal to that which would have been 
obtained on the farm from which the acreage was leased. 


“(d) The lease and transfer of any part of a commodity acreage allotment | 


determined for a farm shall not affect the allotment for the commodity for the 
farm from which such acreage allotment is leased or the farm to which it jg 
transferred, except with respect to the crop year specified in the lease. The 
amount of acreage allotment which is leased from a farm shall be considered for 
purposes of determining future allotments to have been devoted to the commodity 
on such farm: Provided, That the acreage so leased and transferred shall not 
operate to continue the farm’s status as an ‘old farm’. 

“(e) The lease and transfer of allotment acreage under provisions of this sec. 
tion shall not operate to increase the acreage of the commodity on a farm to more 
than 60 per centum of the cropland on such farm.” 


[H.R. 4859, 86th Cong., ist sess.] 


A BILL To amend the Agricultural Adjustment Act of 1938, as amended, to provide for 
lease and transfer of acreage allotments 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the Agricultural Adjustment Act of 1938, 
as amended, is amended by adding after section 378 the following new section: 

“Seo. 379. (a) Notwithstanding any other provision of this Act, the owner and 
operator of any farm for whicb a commodity acreage allotment is established may 
lease any part of such commodity allotment to any other owner or operator of a 
farm in the same county for use in such county. Such lease and transfer of 
allotment shall be recognized and considered valid by the county committee pro- 
vided the conditions set forth in this section are met. 

“(b) Any lease shall be made on such terms and conditions, except as other- 
wise provided in this section, as the parties thereto agree. No lease shall be 
entered into for any period in excess of one crop year, but may be renewed ‘from 
year to year, if the parties so agree. 

“(c) The lease and transfer of any allotment shall not be effective until a copy 
of said lease is filed with and approved by the county committee of the county in 
which the farms involved are located. If the county committee determines that 
the farms involved in the lease and transfer are approximately equally produc- 
tive, the lease and transfer may be approved acre for acre. If the lease ‘and 
transfer results in acreage allotment for the commodity being placed on a farm 
which is substantially more productive, such as an irrigated farm as compared 
with a dryland farm, the county committee shall make a downward adjustment 
in the amount of acreage allotment transferred so that the production from 
the transferred acreage will be approximately equal to that which would have 
been obtained on the farm from which the acreage was leased. 

“(d) The lease and transfer of any part of a commodity acreage allotment 
determined for a farm shall not affect the allotment for the commodity for the 
farm from which such acreage allotment is leased or the farm to which it is 
transferred, except with respect to the crop year specified in the lease. The 
amount of acreage allotment which is leased from a farm shall be considered 
for purposes of determining future allotments to have been devoted to the com: 
modity on such farm. 

“(e) The lease and transfer of allotment acreage under provisions of this 
section shall not operate to increase the acreage of the commodity on a farm 
to more than 75 per centum of the cropland on such farm,” 


Mr. Gatutnes. This committee worked on this problem quite a lot 
last summer. We did not hold any formal hearings on the problem 
but in executive session we considered it on many occasions at the time 
that the Agricultural Act of 1958 was being written. Until such time, 
however, as formal hearings shall be called on the issue, it was the 


determination of the Subcommittee on Cotton, as well as the full Com- 
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mittee on Agriculture in the House, that hearings were necessary, 
that the problem should be looked into carefully from all angles before 
action is taken by the subcommittee. 

Weare pleased, indeed, to have you gentlemen with us this morning. 

I notice particularly you have your Lieutenant Governor, Albert 
Boutwell. Albert and I went to school together for 3 years at the 
University of Alabama. We are proud to welcome Albert Boutwell, 
the Lieutenant Governor of the State of Alabama, and the other mem- 
bers of your delegation here with you, and we would be delighted to 
hear from anyone who would be the spokesman. 

However, at this time I would like to yield to the gentleman from 
Alabama, Mr. Grant, who called this meeting this morning and Mr. 
Grant will no doubt introduce the various members of your delega- 
tion from the State of Alabama who are appearing here today. 

Mr. Grant. Thank you, Mr. Chairman. 

I might say we have a very distinguished group here from the State 
of os eng and in my opinion men who know more about the farm 
conditions and economic conditions of farmers in the State of Alabama 
than any other one group. 

About 2 years ago there was a committee formed, members of the 
house and senate of the State of Alabama, to look into the situation 
and we had the pleasure of hearing from them about a year ago. At 
this time there is a new State legislature and this committee has some 
of the same members and some additions—it has been reinstituted.or 
reestablished as we might say—and they were up here and testified 
before the Senate Agriculture Committee yesterday. 

The Honorable Bob Gilchrist, a member of the house, from Decatur, 
Ala., is chairman of this group, and I would like to ask Chairman Gil- 
crist to take charge at this time and introduce the members of his 
committee and any others that he desires to introduce. 

Mr. Gilchrist. 


STATEMENT OF HON. BOB GILCHRIST, A STATE REPRESENTATIVE 
OF THE STATE OF ALABAMA 


Mr. Gitcurist. Thank you, Congressman Grant and Mr. Chairman, 
we certainly appreciate the opportunity and sacrifice you gentlemen 
make in letting us have this special privilege this morning. 

I would like to have a gentleman from North Carolina, Mr. Fritz 
Heidelberg, who has been working with us in the Southeast, and who 
is president of the North Carolina Cotton Producers Association, 
make his presentation. He has to leave town immediately, so if it 
meets with the approval of the chairman we would like to have him 
give his opinions first. 

Mr. Gatuines. Yes, any way you see fit we would be glad to hear 
from Mr. Heidelberg at this time. 


STATEMENT OF FRITZ HEIDELBERG, NORTH CAROLINA COTTON 
PROMOTION COMMITTEE 


_ Mr. Herevserc. It is imperative, gentlemen, to the cotton welfare 
in many, many States in the Cotton Belt, particularly the Southeast, 
that laws governing cotton acreage be modified. For all practical 
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purposes allotments are now tied rigidly and inflexibly to individual 
farms. 

The voluntary release and reapportionment provision which became 
permanent law in August of 1954 was an indequate step in the right 
direction. It has not worked, in our opinion, it is not apt to work, 
and it does not solve the basic problem. 


In States and sections of States across the Cotton Belt, where cotton | 


allotments are shrunk into numerous contracts with few acres, it ig 
important that the provision of law permit the flow of acreage from 
those who have lost interest in cotton production to those who want 
to stay with cotton farming as a full-time occupation. In North 
Carolina, for example, out of 83,569 cotton allotment contracts in 
1958 54,258 were for 4 acres of land. An analysis of the distribution 
of these shows concentration in sections of the State which have in 
the past two decades shifted into other agricultural pursuits or have 
become industrialized. For many holders of cotton allotments in the 
industrialized section farming has become a sideline—part-time 
farming is prevalent. Historical allotments of acreage to control 
crops, including cotton, are accepted with some indifference as sources 
of supplemental income. 

In North Carolina, of those who were defined as farmers in 1984, 
25.1 percent worked off the farm 100 days or more and 26.6 percent 
of these reported off the farm income in excess of the total value of 
agricultural products sold. These percentages are higher in Arkan- 
sas, Alabama, Georgia, Louisiana, South Carolina, Tennessee, Texas, 
and Virginia. The percentages have increased sharply since 1954. 
This trend to part-time farming added to years of change in pat- 
terns of agro pursuit, the industrial developments of areas 
formerly rural, the disintegration of families by death and urbaniza- 
tion, plus the shrinkage of size in cotton allotments makes it clear 
that such ability Sadie to be put into acreage distribution. It is 
fundamental to the preservation and vitalization of cotton produc- 
tion in important areas of all States in the Cotton Belt, a 
the Southeast, that legislation permitting this flexibility be en 
as quickly as possible. 

We believe that a provision to rent and transfer cotton acreage 
allotments would be most helpful. Such a provision, in the opinion 
of many of us in North Carolina, should be confined to within the 
county. There should be a production adjustment factor put in such 
a provision to meet the argument of the Department of Agriculture 
that such a provision would result in increased production, and we 
feel in North Carolina that such a provision should have a limited 
time, say for the crop years of 1959, 1960, and 1961, or 1960, 1961, 
and 1962, to see whether or not such a law would do good, and not 
let it be permanent until it became apparently so. 

We feel, too, that there could be in such a law a provision, or at 
least in the intent, so that it could be put into administrative rul- 
ings, a ae of such acreage to be transferred by percentage of the 
crop land. This general a me is already in effect in some other 
crops, particularly rice. Beginning this year a rice farmer has the 


acreage allotments assigned to him, not to the land, and he can take 
it with him if he moves his place of farming operation. I could 
point to others where this principle is already in effect regarding con- 
trol crops. 
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May I very quickly, sir, give you six reasons to make this as brief 
as I bi wy wick @ provision woulll be to the advantage of agriculture 
in a broad section of this Nation. g 

First of all, it would tend toward efficiency of production for 
the able family size farms in a broad area of the Cotton Belt. As 
it is now, ® cotton farmer must rent the cotton acreage on the farm 
to which it is assigned, he has to drive his equipment there, plant 
it there. I have talked to many farmers in North Carolina who say: 
“Gracious alive, such a provision would be tremendously helpful. 
[am renting a piece of acreage here, there, and yonder trying to stay 


| jn agriculture, trying to stay in cotton production. It is very cost- 
| ly, ery inefficient, for me to drive my equipment and my labor 


here, there, and yonder. If I could bring it together it would in- 
crease efficiency.” 

As a matter of fact, something in the newspaper to this point caused 
spontaneous feeling in Scotland County, N.C., and a group) of 
farmers there got together and signed a statement to this effect and 
sent it in on their own. It would increase efficiency of production 
for able family size farms. 

The second reason is, there would be a retention of agricultural in- 
come in the counties and States whero cotton is a major crop. May 
Igive you an example? 

Tn hatham County, N.C., 67.8 percent of the cotton acreage allot- 
ment in 1958 was neither planted nor put in the soil bank. Small 
counties—small acreage; but the percentage is significant. 

In Wake County, N.C., 23.4 percent of the cotton acreage allot- 
ment was neither put into the soil bank nor planted in 1958. 

In the case of Wake County, there was a loss to the county agricul- 
tural income from 854 acres, and figuring at a bale to the acre, $128,000. 
And I am told by economists that such money turns over three times 
in the county, so Wake County lost $384,000 in potential farm income. 

In North Carolina as a whole, there were 35,000 acres that were 
neither planted nor put in the soil bank in 1958. At one bale to the 
acre, this means $5,250,000 just thrown down the rathole. And 
multiply that by three and it is $15,750,000 in North Carolina that 
could have been in our agricultural income tally sheet. 

Mr. Garuines. Mr. Heidelberg, what are these folks doing who 


| had that 35,000-acre cotton allotment; what are they doing with that 


land and how are they making a living? 
Mr. Hewersere. Many of them, Mr. Gathings, as I indicated, are 
in these counties where there has been over the past decade or two 


| achange in the pattern of living. They are industrialized areas, fac- 


tories have moved in. Many of these people still live on the land. 
About 6 o’clock in the morning, papa goes one way, mama goes another, 
and the children go another to work in factories. Farming is not a 
way of life for them. 
they just simply let this acreage sit there. 

Mr. Garuines. Let us look at Wake County just for a minute. 

I believe you said some 23 percent of the total cotton allotments in 
Wake County did not go in the bank in 1958 and was not even planted ? 

Mr. Heweserc. That is right. 

Mr. Garuines. What other allotted crop do you have in Wake 
County, N.C. ? 
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Mr. Hewe.perc. We have tobacco in Wake County, the principal 
crop. I would say in North Carolina in almost every county where 
farming is prevalent, Flue-cured or burley tobacco is the principal 
crop. 

( is our principal crop in' North Carolina, but cotton is the No.9 
crop, moneywise, ordinarily. We date everything before the soil bank, 

Mr. Gatuines. Were the cotton allotments the only allotments in 
Wake County that were not planted in 1958—— 

Mr. Hewe sere. I cannot answer that question, sir. I do not haye 
a broad view of all of agriculture in the county. 

Mr. Garurnes. What is the principal city in Wake County? 

Mr. Hewevsere. Raleigh, the capital. 

Mr. Gatuines. That is our chairman’s county. 

Mr. Hemeveerc. That is our chairman’s county. Both of these 
are our chairman’s counties. This might be just a coincidence, sir, ’ 

Mr. Garuines. We visited Raleigh, this committee has, a few years 
ago, and we know a little something about the problems that you have 
there. 

They held a hearing in Raleigh, and also one in Nashville, close by, 
which is the home city of our chairman. 

Mr. Herwetserc. Could I give you another example, Mr. Chair- 
man ? 

In Mecklenburg County, in which Charlotte is located, 35 percent of 
the cotton acreage allotment in that county was neither planted nor 
put in the soil bank, and that was 1,030 acres. This is a heavily in- 
dustrialized area, a big city area—industrialization is taking place. 

I am pointing these out from the 40 counties where we have Pied- 
mont land, we have industrialization. But in the other 38 counties 
in North Carolina, where farming is prevalent, where it is a way of 
life, you have a low percentage of acreage that was not planted; it 
is a normal percentage that was not planted and it is where farmers 
really need this acreage. 

As a matter of fact, in Mecklenburg County, the county agent last 
week in a meeting told me, “Lawdamercy, Fritz, if we could get. the 
acreage from the people who have gone into off-the-farm planting to 
the people that really want to farm in this county, it would make a 
difference between their survival or their total destruction.” 

Mr. Garuines. Do you think other cotton farmers in this county 
would plant this acreage ? 

Mr. Hewexserc. We know it, sir. I could bring this committee 
abundant proof, in voluminous quantities, when and if it might ever 
desire it. Give me about 2 weeks to draw it together; abundant 
proof, sir. 

In every one of these counties—— 

Mr. Garuines. That seems to be a pretty high percentage of folks 
who are not interested in planting their allotment. They are going 
into some other crop, or going into industry, apparently. 

Mr. Heteteerc. It is not a percentage of people, Mr. Gathings; 


this is a percentage of crop; a percentage of acreage, not a percentage 


of people. 
_ Mr. Garurnes. I understand, 23 percent of the cotton allotments 
in that particular county that you gave us, and 35,000 acres over the 


whole State, were not planted in 1958, although they could have gone) 


in the acreage reserve of the soil bank. 
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Mr. Hewexserc. I will give you another one. In Rutherford 
County, 59.3 percent was neither put in the soil bank or planted, and 
there was 1,754 acres. 

I would be glad to supply the committee with this whole tabula- 
tion if you so desire. 

Mr. Garuincs. Without objection, it will go in the record at the 
conclusion of your statement. 

Mr. Poage wants to ask a question. 

Mr. Poace. Mr. Heidelberg, I want to preface my question by 
stating that yesterday this committee voted on a bill to allow the ex- 
change of rice and cotton allotments, and by a one-vote majority, the 
committee rejected that bill. I want to point out, I voted for that 
pill, I think it is a sound approach, and I want to point out, I think 
there is merit, very definite merit, in allowing the transfer of these 
allotments. 

However, some questions have arisen, and I want to ask you if it 
is not probable, if we pass simply a leasing bill—as I understand you 
are proposing, and as I understand the Alabama delegation bee 
in contrast to the selling bill of the Mississippi delegation, if I can 

ut it that way—if we pass simply a leasing bill, won’t you perpetuate 
in perpetuity exactly the situation that you are now talking about, 
where you are going to keep allotments in the hands of people who 
are never going to plant them themselves ? 

Mr. Hemeserc. I think you are right, sir, and that is why in my 
opening remarks I recommend that we in North Carolina suggest such 
a provision to be for a limited time only, for three crop years, 

r. Poacr. That is exactly what I am talking about. When you 
limit it, as the Alabama bill does, in effect, to 2 years, as I understand, 
it, rather than providing for an outright sale of these allotments, you 
are going to have that same man continuing to own the allotment, are 
you not, even though he is working in the mills and he never puts a 
foot on the land ¢ 

That man down there around Charlotte is not going to go back and 
farm that land, he is going to continue working in the mills in Char- 
lotte. 

Now, aren’t you going to keep that allotment in his name, in per- 
petuity, because you say, if I understood you correctly, you do not 
want him to lease it for more than 3 years ? 

Mr. Here serc. No, sir, I said that we preferred a law which did 
not run more than 3 years. 

Mr. Poacr. Oh, you meant that you could sell it within the 3 
years——— 

Mr. Herpevserc. No, lease it. We prefer a law that will apply to 
the crop years of 1959, 1960, and 1961—period, just to see how the 
thing works. 

Mr. Poacr. Then you propose to give a 3-year period in which you 
can lease a year at a time? 

Mr. Hetwerserc. That is right. That is what I am suggesting 
might be a good approach to this because then we could see, sir, 
whether or not the dujcctions and fallacies you see in it would be real, 
and if they were then the law could be allowed to wither on the vine. 

Mr. Poaer. Well now, if you would allow those allotments to be 
sold you would avoid that, wouldn’t you? If you allowed those allot- 
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ments to be sold, instead of leased, I mean, just exactly the way we sel] 
milk allotments ? 

I have been in the dairy business—for 10 years—and I am, for. 
tunately, out of it right now. We could buy and sell milk allotments, 
We bought them, I bought them; we sold them, I have sold them; we 
advertise them in newspapers. Our milk allotments could be bought 
and sold. There was a going price for allotments. It varied a little 
bit from time to time, but it did not hurt anyone that { can see. Jt 
seemed to me that it worked pretty well. And, it kept those allotments 
in the hands of the milk producers who wanted to produce milk and 
who could produce milk most efficiently, rather than letting them get 
into the hands of someone who never intended to operate a dairy. And 
I do not see why, if we sell these cotton allotments so that the man 
who is actually out of the cotton business gets out and stays 
the whole country is not better off than it is to have the allotments 
in the hands of a fellow is not farming it and has no intention of 
farming it. 

Mr. Hemeserc. Mr. Poage, you and I have talked about this matter 
privately several times—— 

Mr. PoaGe. Yes, I know we have. 

Mr. Herevserc. And there is merit in your viewpoint. However, 
we in North Carolina, we believe, have a proposal that is even better 
than yours which has not seen the light of day yet in this Congress, 
and which is a simple one, that the unplanted acreage will be reas- 
signed to the people in the county first who really want to stay ‘in 
farming, and then if the county does not absorb the abandoned or 
unplanted acreage and unwanted acreage, other counties in the State 
have a second shot at it before it disappears back into the national 
allotment. That we believe in. Now there is no transfer of money at 
all there, this is just letting the farmers who want to farm have the 
right tofarm. But we are not talking about that in here. 

Mr. Poace. I was down at a meeting in Atlanta, about 2 weeks ago, 
and heard some discussion about that, and I think there is a good deal 
of merit in it. It sounds to me as if it may even have greater merit 
than the proposal for selling or leasing allotments. 

Mr. Herexerrs. Sir, you put it in langnage and we in North Caro- 
lina will just get right in behind you with everything we have. 

Mr. Poace. Well, you know my people are not very enthusiastic 
about any of this program, but I think they would be more inclined 
to.accept that program than the others. I think they would take the 
sale of allotments. I think the majority of my people would support 
the sale of allotments, although when it was first presented to them it 
did not catch fire very readily. But the more they study about it, the 
more they agree that we must make some provision for getting these 
allotments in the hands of men who will use them. However, I think 
this proposal that you are suggesting might very well receive more 
widespread acceptance than the sale idea. 

Mr. Hemerserc. Well thank you, sir. And that is why I have just 
said that this leasing matter seems to have gone along, and if we 
could take it temporarily until we could work this other thing out— 
but we are desperate. After 1959 section 377 in the Agricultural Act 
of 1938, as amended, will expire, which is the preservation of unused 
acreage. And in 1960 we will begin to lose the acreage in your sec- 
tion—and this problem is in your section, we have corresponded 
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about it—and all over the Southeast, and all the way to the Cap Rock 
of Texas. A leasing provision limited to the crop years of 1959, 
1960 or 1961, or 1960, 1961, 1962 would give us time, I do believe, 
sir, to work this other thing out. And you know, Mr. Poage, we 
cannot start in on a new idea like that and get it done in time to get 
the relief that we need. 

Mr. Poage. Of course, please understand, when you say “get it 
done in time to get the relief we need,” I want to make it abundantly 
¢lear on the record, and everywhere else, that I am not going to he 
port any proposal to change the law this year. We have already made 
co.umitments to too many people. We have asked them to turn in 
their allotments, turn them 1n to the county committee for redistribu- 
ion, and I think it would be a grossly unfair situation to make any of 
these proposals effective this year of 1959. Their cotton has been 
planted for 3 weeks down in the Rio Grande Valley, and to tell those 

ple who have already planted under one set of rules that we are 
now going to come along and —_ the rules—I certainly do not 
want any idea to get out that I would ever support a proposition of 
that kind for this year. 

Mr. Hetwe.serc. Let’s talk about 1960, 1961, 1962. 

Mr. Poace. That is right. 

Mr. Hetpexserc. I have myself covered. I said either 1959, 1960, 
1961, or 1960, 1961, or 1962 because I did not know what the thinking 
of this group was. 

But if we could get a temporary relief and begin to get these ad- 
justments made, and then go into this broader law that would be a 
permanent one, so that the acreage that is being abandoned in areas 
where change is taking place will get to these folks who really want 
to plant. That is what we are after. We want farmers who want 
to farm to have some reasonable opportunity to farm, and another 
point I want to make later, to feel that they are really in a free 
enterprise system which at its best is that the little man can get bigger. 

Mr. Poace. Let me ask, don’t you think there is some real danger, 
if you ever adopted a leasing program for 3 years, that it would make 
it extremely difficult to ever = the kind of program you just sug- 
gested? Because once you have been giving people money for a 
practice, I find it extremely difficult to then come along and induce 
those people to accept a program that requires them to make the 
same sacrifice without any payment. 

Mr. Hewexsere. Well, sir, a did so many people who could 
have gotten more soil bank than they would get for a lease of cotton 
acreage in North Carolina not even put it in the soil bank in 1958? 

Mr. Poace. I am sure I could not answer that; I wanted you to 
give us that answer. I can tell you why some of them did not doit 
in our county. They gambled on the weather, and they held their 
allotments to see whether they thought it would be a good year. 
When they decided it was not, they did not plant. Had they thought 
it would turn out a good year, they would ave planted. They felt 
the gamble was worth more than what the soil bank would pay them. 

r. Hermevserc. I do believe, sir, the point you just raised is, to 
some extent, not valid in view of the fact that somany—— 

Mr. Poage. I do not think it is, either, in North Carolina because 
you do not have the kind of drought we were having. 


88485—59——3 
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Mr. Hemeserc. We have some Americans over there, you know. 

Well, be that as it may, sir, the two going side by side would prob- 
ably be good, to have both, so there would be a provision for all Finds 
of farmers, and as they abandon it would be unplanted. 

Let me give you a case in point. A good friend of mine, Mr, Up- 
church of North Carolina, recently bought a tract of land right in 
Laurinburg. It has 82 acres of cotton allotment on it. He is goi 
to put streets and lights in there. What is he going to do with the 
82 acres? It is going to be lost to North Carolina because of the 
provisions of the present law. 

Mr. Gatuines. Mr. Pirnie. 

Mr. Prirnie. How does this cause a loss to the State of North 
Carolina? It becomes used for a beneficial purpose ; it becomes a real 
estate development. Taxwise and economically, isn’t it of greater 
value to the State of North Carolina ? 

Mr. Heme.serc. You mean the land itself? Yes; I would sa 
Mr. Upchurch will probably—I am sure he hopes to—realize consid- 
erably more money off of the real estate development than he would 
off the 82 acres of cotton that would be planted on the farm. But 
nevertheless, it is the loss of an agricultural asset to that county, 
when there are other farmers in that county, to whom farming is a 
ba of life, who need desperately a few more acres of cotton. 

Now, we do not know how, under existing laws, that 82 acres of 
cotton can be preserved in the agricultural income of that county. If 
it is unplanted, it disappears. It goes through some magnificently 
intricate formula, but most of it will get back into the national allot- 
ment, and it will go to other States in subsequent years. 

Mr. Pireniz. But gemma, your area is improved, isn’t it? 

Mr. Hemweserc. You are talking about the particular land upon 
which the acreage was planted ? 

Mr. Prrniz. Well, your earlier testimony referred to unused allot- 
ments—— 

Mr. Hewexserc. That is right. 

Mr. Pirnie. As indicating an economic loss to the State. 

Mr. Herwerserc. Yes, sir. 

Mr. Prenie. But if this land is being turned over for a real estate 
development, there is an economic gain to the State, isn’t there, through 
the construction and through the increase of the tax load ? 

Mr. Hewezere. Sir, I believe my words were “loss of agricultural 
ineome,” not “of general economic income.” 

Mr. Pirnie. Well, it is hard to keep it for both pu , isn’t it? 

Mr. Hemerzerc. We would like to keep all we can keep. Wouldn't 
you in your State, sir ? 

Mr. Pirniz. I donot think we would use that method. 

Mr. Asernetuy. Mr. Chairman. 

Mr. Heiwerzerc. Mr. Gathings, may I make my third point? 

Mr. Gatuines. Mr. Abernethy wanted to ask you a question. 

Mr. Aznerneruy. Not so much a question as it is an expression of 
opinion to see if you agree with it. 

There are two things that are now uppermost in the minds of the 
farmers of the Cotton Belt: One is the possibility of legislation 


authorizing some sort of a sale or transfer of allotments; the other is 
a surrender, current surrender, of allotments that will not be planted 
so that they are to be redistributed. 
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The people who own allotments, and who do not intend to plant, 
naturally are hopeful that there will be legislation now so they can 
sell those allotments or lease them. And there is another group of 

ple who are likewise hopeful that legislation will be p so 


that they may purchase those allotments to increase their current 


reage. 

“a the interests of these people could best be served, in my judg- 
ment, by making clear to them what the prospects are in Washin 
at this time. No matter what opinion one may express, there is a 
slight degree of gamble in it—he may be wrong. 

nm the other hand, with the Department’s position what it is, 

ill of this kind, with this committee 
having yesterday voted 15 to 14 against a comparable yet much less 
evaleed piece of legislation, I think it is incumbent upon members 
of Congress to put on the record what the possibilities are of getting 
legislation. 
. Heme sere. For this year or for any year? 

Mr. AperNETHY. This year. 

Mr. Heswetsersc. This year, I think so. 

Mr. Asernetruy. And always, when one puts himself on the record, 
he is on the record, and some are go to —_ and some are goi 
to disagree. But irrespective of that, I think the people are entitl 
to know what the situation is. The wrong impression must not get 
out to them as a result of current publicity out of Washington over 
this matter. 

I do not think there is a chance to pass a bill this year. I doubt 
there is much chance to ever pass a bill of this kind, although I am 
for it; I want that clearly understood. 

Mr. Grant. Pardon me, but you want to strike that last statement, 
don’t you, that there is a chance to ever—— 

Mr. Arernetuy. I will put it this way: I will say that the oppor- 
tunities of passing a bill of this kind now, next year or the next, are 
not good. r will say they are not good, although I am for it; I am for 
the idea. 

Now, if the wrong sort of publicity goes out from Washington at 
this hour, and the people who have allotments who are not going to 
plant them get the impression that we are going to pass a bill this 
year that will permit them to sell or lease their allotments, then they 
are going to hold on to them, are they not? 

Mr. Herwe.serc. Very likely. 

Mr. Apernetuy. And they may never surrender them. I mean, 
they will not surrender them in time to be reallocated in the counties; 
isthat not right ? 

Mr. Hewexserc. I would think so. 

Mr. Anerneruy. All right; then the important thing now is the 
| planting of that acreage, 
| There are a lot of people right now holding allotments who think 

this soil-bank program even now is going to be reinstituted some- 
| time during this year. A friend of mine in Jackson, in my State, 


called me the other day and told me over the telephone that he knew of 
| a few people who were still holding out hope, and that he had hoped 
some expression would come out from up here leaving those people 
with the definite understanding that there is no hope for any soil bank 
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this year, there is no hope for any legislation this year, so that this 
surrender campaign can be put underway and concluded successfully, 

Now, the purpose of all of this ramification of mine here is to try to 
get on the record the picture as I see it. I am for the legislation, but I 
certainly do not want the impression to go back to the people of my 
district, where I am now, along with others, trying to get underway a 
good surrender campaign and throw some sort of a monkey wrench 
into it as a result of publicity out of Washington, leaving them under 
the impression we are going to have a bill. I want that campaign to 
progress; I want that acreage surrendered. I think it will be sur- 
rendered if we are very careful of the publicity that goes out of here 
at this time. 

Do you agree with that or not? 

Mr. Heweserc. I willagree with it, Mr. Abernethy. 

Mr. Anernetuy. That isall. 

Mr. Herpe.serc. It was my impression they had already been told 
by this committee such legislation would not be passed. It had been 
made quite clear 

Mr. Apernetuy. Still, news gets into the paper every day or two 
that we are going to do something. 

Mr. Poacr. Every time we have a meeting, there is a newspaper 
report that we are going to pay for these allotments. 

Mr. Hemeperc. I see what you are trying to do. I am not here 
to try to persuade you gentlemen to pass a law this year relative to 
this thing. My purpose in being here is to give the reasons why such 
a law would be good for a broad section of the Cotton Belt and—— 

Mr. Aserneruy. I am already persuaded it is a good thing. On 
the other hand, I am convinced the prospects of this year are not good, 
and I want my people to take the best course, and the best course that 
offers the least gamble; and the best course and the course which 
offers the least gamble is to promote now an organized effort in these 
counties to surrender that acreage. 

Mr. Garutnes. Mr. Grant, of Alabama, asked this committee to 
meet about 2 weeks ago, and we held an executive meeting on this 
very subject. 

As a result of that meeting, a release was issued by the committee 
to the effect that any type of legislation similar to H.R. 1811, which 
was proposed by the gentleman from Alabama, Mr. Grant, would 
not be approved this year to apply to 1959. 

I would like to have incorporated in the record the report of the 
Department of Agriculture, which the gentleman from Mississippi 
referred to, at the conclusion of your remarks, and I would also Tike 
to have incorporated in the record section 377, the amendment to the 
Agricultural Adjustment Act of 1938 as amended, which does pre- 
serve the unused cotton acreage allotments within the county for the 
current year 1959, which you referred to a moment ago. I would 
like that to go in the record at the conclusion of your remarks with- 
out. objection. 

Mr. Hagen. 

Mr. Hacen. Mr. Heidelberg, you stated that this voluntary rea) 
portionment had failed—in effect you said that. Why has it failed! 

Mr. Heme sere. I believe, sir, that my words were the voluntary 
relief and reapportionment provision which became permanent law 
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in August of 1958 was an inadequate step in the right direction. It 
has not worked and is not apt to work; it does not solve the basic 
roblem. 

Well, for the same reason that Mr. Poage has given—that the his- 
tory remains on the farm. Furthermore, it is a rather dangerous 

jiece of law, we feel in North Carolina, in this respect, that a man 
can voluntarily lease his acreage and whole history, but if in the 
county that acreage is not planted, the county loses the history of the 
number of acres not planted. I do not think everyone understands 
that clearly. 

Mr. Hacen. I had forgotten that. 

Mr. Herpersere. Yes, he still holds his history, but let’s say, for 
example, Mr. Hagen, that 200 acres of cotton are released to the 
county committee in Wake County, and only 150 of those acres are 
planted. Wake County, N.C., the next year will lose 50 acres in its 
allotment. The man still holds his history, but he holds history 
only of the percentage of the acres that he had, less whatever per- 
centage of that 50-acre loss would be depleted from his farm history. 

Mr. Hacen. Of course another motive would be, if he were a small 
farmer he would figure that by releasing he would perpetuate the 
oversupply situation into next year when he might want to come back 
into the cotton business and it would be to his economic disadvantage 
torelease. That could be another point. 

Now you referred to rice; in some States, at least, the operator may 
not be the farm owner but owns the allotment. You are not pro- 
posing this for cotton, are you ? 

Mr. Hewetserc. No, sir, I am not proposing that. I was simply 
pointing it out as a case where there are different rules for different 
crops, different regulations and basic principles already there for 
this sort of legislation. 

Mr. Hacen. Now you mentioned a farmer who had leased several 
arcels of land, stating that currently a man can get an allotment by 
easing the owner’s land, but that he cannot consolidate allotments 
thus acquired on an economic unit. Actually that situation could be 
improved merely by changing the regulations by the Department of 
Agriculture to permit a combination on, say, the farmer’s homestead. 

Mr. Hewetsere. It could, sir, it has not been done. 

Mr. Hacen. This combination problem is a difficult one, because 
of current regulations. 

You are familiar with the minimum acreage provisions of the 
current law. You would not propose that these 10-acre allotments, 
which really in part at least are not earned, should be transferable? 
You are not proposing that ? 

Mr. Hemetperc. That they could not be transferred? 

Mr. Hagen. You would not propose they could be leased or sold, 
would you, because in part they are not earned ¢ 

Mr. Hetperserc. Suppose a man who has it does not want it, and 
he is not going to plant it ? 

Mr. Hacen. Of course the theory of the 10-acre minimum is that 
it helps the man with a lesser allotment stay on the farm, and you 
e not keeping him on the farm if you let him sell his allotment, or 
ease it? 

Mr. Hererserc. I have never used the word “sales,” sir-—— 
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Mr. Hagen. No, confine it to lease. I mean, by permitting him to 
lease it you are not keeping him on the farm in that given area, 

Mr. Here xsera. I do not believe—— 

Mr. Hacen. What I am trying to establish is this. We established 
this 10-acre allotment on the theory that this would keep these 109. 
acre people on the farm farming. They did not earn this — 
this allotment in toto therefor, there is no reason why we should 
permit them to take that and peddle it. That is all I am saying, 

Mr. Hemexserc. That wouldte a matter of opinion. 

Mr. Hacen. Also these bills, the bulk of them, permit only transfer 
within a single county. I want to point that out to you because you 
mentioned that in North Carolina counties, in effect, whole counties 
are going out of the cotton business in large measure, but most of 
these proposals would only permit transfers within a given county, 

Now I want to ask you another question. Who are you tryi 
to help here, the man who owns the allotment or the man who seeks 
to acquire it? 

Mr. Herwexserc. Well, I would think we would be helping both in 
case of a lease, sir. If a man who has it is in a position where he 
cannot use it—perhaps he has grown old; it may be that when he 
obtained this allotment he was 45 years old, and that was 20 years 
ago, and now he is 65 and he cannot farm any more, and it would 
be to his advantage, I would think, if some younger man who was 
coming up in the farming picture could get the acreage to plant. 
And that man who has grown too old to farm could realize some 
money—— 

Mr. Hacen. In that connection, if you wanted to give the allotment 
owner the maximum benefit, you should have a national roster of 
allotments for lease or sale so that he could get the maximum bidding 
on his allotment. And that is what Western cotton representatives 
would propose if we endorsed this proposal or reluctantly went along 
with it. 

Mr. Hetwersere. Well, I have heard that, sir; I heard it from one 
of the representatives of the Western cotton growers. I have cor- 
responded with some of the men from California. I have had some 
interesting correspondence with Col. Fred Sherrill. I am sure you 
know Colonel Sherrill of Los Angeles. And, also, Lindsy Gunn in 
Fresno. 

I think, Mr. Hagen, in recent weeks they have come to recognize, 
and particularly Colonel Sherrill and a group of men out there, it 
is a little too radical, and they see this need for a revolutionary pro- 
gram in this matter. 

Mr. Hacen. You would concede a maximum benefit for the owner 
on the allotment could be secured by permitting him to sell it across 
State lines? 

Mr. Hewe.serc. You are holding my remark to the benefit of a 
65-year-old man in South Carolina. We are also interested in the 
35-year-old man who is coming along and wants farming as a way 
of life. We are just as interested in him as the 65-year-old man who 
has grown too old to farm. 

Mr. Garuines. You wanted to make your third point a moment ago. 

Mr. Herpetperc. Well, the reason f stated, r. Gathings, this is 


testimony that I came to Washington yesterday to make at the Senate 
Subcommittee on Cotton, and did make, and I simply stayed over 
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at the request of my friends from Alabama to make this and get it 
in the transcript so it would be there. I would like to make these 
other points and, if you do not mind, I am ready to answer any 
questions. 

Mr. GaTurines. eT you proceed then. 

Mr. Hewetserc. I will quickly review: The first point was that 
such provision, putting flexibility into cotton allotments, would make 
it possible for efficiency of production to be practiced by able family 
sized farms. 

The second: Retention of agricultural income in county and State 
would be benefited. 

The third point I would like to make to you is that it would tend, 
we believe, toward preservation of the family owned and operated 
farms and, consequently, further the aims of the rural development 

rogram. 

. ight I point out that President Eisenhower in his message to 
Congress on January 18, 1958, that would be the 85th Congress, spoke 
of the rural devlopment program initiated at his request by the De- 

rtment of Agriculture. This program is a cooperative one between 
Seal, State, and Federal Governments. It has been in operation 
on a demonstration basis in 63 counties and 8 trade areas in 30 States 
for 3 years. 

It has three major objectives: First, to help families with a desire 
and ability to stay in farming gain the necessary tools, land, and 
skills to do so; second, to widen the range of off-the-farm employment 
opportunities; and, third, to help rural people enjoy more opportuni- 
ties for adequate training and improved health. 

This rural development program has been cited frequently to com- 
mittees of Congress, and I would expect this committee by the present 
administration, as one of the real accomplishments for the welfare of 
the small-scale farmer. But when applied to areas where a cotton 
production is an important agricultural pursuit a close look at the 
first of the rural development program’s objectives, namely, to help 
families with a desire and ability to stay in farming gain the neces- 
sary tools, land, and skill, leaves me scratching my head. Small- 
scale farmers in these areas do not need more land, they need more 
eotton acreage for the land they are already on. And I do believe 
that it would accelerate attainment of the objectives of this worth 
program if the cotton acreage allotted to those who are finding off- 
the-farm employment satisfactory could be transferred to the agricul- 
tural programs of those who want to stay with farming as a full-time 
occupation. 

That was the third point. The fourth point I would like to make 
is that it is in keping with free enterprise in that it would permit 
the small man to become larger. And I believe this is the ssence of 
our free-enterprise system. 

The fifth point I would like to make is that it would be used b 
cottcn farmers, and I say that on the basis of a questionnaire that 
sent in 1958 to 2,000 North Carolina cotton farmers. One question 
was: Would you lease your cotton acreage? And of 476 replies 118 
said, “Yes, 1 would lease,” 335 said, “No,” and 23 gave no answers. 

The sixth point I would like to make is that this matter of trans- 


.ferability of cotton allotment recognizes the basic fact that change 


is the only unchanging thing, that farmers change, that areas change 
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through death, through change in land ownership, in patterns of agri. 
culture, and in industrialization of an area. 

I might close these remarks by citing a cotton allotment situation 
in a North Carolina study made in 1957 by some very able men in our 
North Carolina State College, and I would give you some of their 
conclusions quickly quoting : 


It seems quite clear that the present pattern of allotments to North Caroling 
will help take cotton out of the State at a very rapid rate. 


And continuing: 


It is obvious that some change must be secured in the pattern of allotmentg 
in North Carolina if it is to stay in cotton production in the future. 

There are those who look at the trends in cotton production in the State and 
at the present cotton allotment situation and reach the conclusion that cotton 
is doomed in North Carolina. 

This is a poor philosophy to adopt—North Carolina needs every possible 
source of income. 


And this study was to a situation that is prevalent in many South- 
eastern States and other States in sections of this Cotton Belt. 

In conclusion let me say that after 1959 section 377 of the act of 
1938 expires and in 1960 unplanted acreage will begin to disappear 
from North Carolina and from other States. It will drift toward 
high production cotton areas, while able farmers in the affected States 
are unable to get it in spite of the fact that they desparately need 
it to stay in business. ; 

And I think the point that it will drift toward the high production 
areas needs to be made quite clear because the Department continues 
to say that it opposes such law on the ground that it will increase 

roduction. I cannot see how it would increase production, Mr, 
rathings, when it goes from a bale or a bale-and-a-quarter land in 
North Carolina, by the attrition of the law, to two and two-and-a- 
half-a-bale-an-acre land in the high production area. 

Thank you, gentlemen. 

Mr. Garutines. Thank you, Mr. Heidelberg. We appreciate your 
fine statement and want to say to you that you are doing a remark- 
able job heading up the new North Carolina cotton association. I 
do not know the name of it, but in any event, you are doing a splendid 
job and we are proud, indeed, to have you appear before our com- 
mittee at any time. 

Mr. Hewe.serc. Thank you very much, sir. 

(Section 377, the amendment to the Agricultural Adjustment Act 
of 1938, as amended, is as follows :) 


Sec. 377. In any case in which, during any year within the period 1956 to 
1959, inclusive, for which acreage is planted to a commodity on any farm is 
less than the acreage allotment for such farm, the entire acreage allotment for 
such farm (excluding any allotment released from the farm or reapportioned 
to the farm) shall be considered for purposes of future State, county, and 
farm acreage allotments to have been planted to such commodity in such year 
on such farm, but the 1956 acreage allotment of any commodity shall be regarded 
as planted under this section only if the owner or operator of such farm noti- 
fied the county committee prior to the 60th day preceding the beginning of the 
marketing year for such commodity of his desire to preserve such allotment. 
Acreage history credit for released or reapportioned acreage shall be governed 
by the applicable provisions of this title pertaining to the release and reap 
portionment of acreage allotments. This section shall not be applicable in any 
case in which the amount of commodity required to be stored to postpone or 
ee earn of penalty has been reduced because the allotment was not fully 
planted. 
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(The reports from the Department of Agriculture and table re- 


ferred to are as follows:) 
DEPARTMENT OF AGRICULTURE, 
Washington, D.C., February 25, 1959. 
Hon. Haroip D. Coo.tey, 
Chairman, Committee on Agriculture, 
House of Representatives. 

Deak CONGRESSMAN CooLey: This is in reply to your request for a report on 
HR. 1811, a bill “To provide for lease and transfer of acreage allotments,” trans- 
mitted with your letter of January 20, 1958. 

Under this bill the owner and operator of a farm with an acreage allotment 
may lease all or part of any such allotment to the owner or operator of another 
farm in the same county under the following limitations: 

1. No lease can be entered into for more than 1 year, but may be renewed 
from year to year, 

2. A copy of the lease must be filed with, and approved by, the county 
committee, 

8. If the farms are approximately equally productive, the transfer may be 
made acre for acre. If the transfer is to a farm which is substantially more 
productive, the county committee will make a proportionate downward 
adjustment in the amount of the allotment transferred, 

4. For the purpose of determining future allotments, the amount of the 
acreage allotment transferred will be considered as having been devoted to 
the commodity on the farm from which leased, 

5. The acreage transferred shall not operate to increase the acreage of 
allotted commodities on a farm to more than 75 percent of the cropland on 
such farm. 

We do not recommend enactment of this bill because it will result generally 
in the increased production of commodities already in surplus supply. Even 
though there is a provision in the bill requiring adjustments in allotments trans- 
ferred to reflect differences in normal yields between the farms involved, produc- 
tion will still be increased because the farmers leasing the allotments will gener- 
ally be more progressive in their methods and practices and will have the abili- 
ties and resources to get higher yields per acre than did the farmers from whom 
the allotments were leased. For the commodities for which minimum national 
acreage allotments are set by law, offsetting reductions cannot be made. In 
addition, a producer could lease his wheat or peanut allotment and yet be per- 
mitted to produce and market 15 acres of wheat or 1 acre of peanuts. This wouid 
add to already burdensome surpluses, especially with respect to wheat. 

If enacted, this bill would tend to concentrate production in the hands of 
larger operators which is contrary to the philosophy of other existing legislation 
which provides for minimum acreage allotments and permitted acreages. It 
would also permit the accumulation of allotments, and the production of allotted 
crops, in excess of amounts generally regarded as effective family sized farm 
units. 

There is a conflict of interest between this bill and the provisions of the con- 
servation reserve and great plains programs since farmers could lease allot- 
ments which have been retired from production under these programs to other 
farms and the allotment could then be planted. The bill would also permit 
a producer to lease portions of his commodity allotments which have minimums 
established by law and then have the remainder of the farm allotments build 
back up to the minimum levels provided by law. This would be inequitable as 
well as contributing further to surplus production. 

The Bureau of the Budget advises that there is no objection to the furnishing 
of this report. 

Sincerely yours, 

TRUE D. Morss, Acting Secretary. 


es 


DEPARTMENT OF AGRICULTURE, 
Washington, D.C., February 25, 1959. 
Hon. HArotp D. CooLey, 
Chairman, Committee on Agriculture, House of Representatives. 
Dear CONGRESSMAN CooLey: This is in reply to your request for a report on 
H.R. 308, a bill to authorize the sale and permanent transfer of acreage allot- 
ments, transmitted with your letter of January 10; 1959. 
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Under this bill the owner and operator of a farm with an acreage allotment 
may transfer all or part of any such allotment to the owner or operator of ap. 
other farm in the same State under the following limitations: 

(1) Such allotment has not been transferred within the 2 preceding crop 
years; 

(2) The allotment (and history acreage) is adjusted to reflect any differ. 
ence in the normal yields of the two farms; ; 

(3) Transfers across county lines cannot be made unless the producers 
of the commodity in the county from which the transfer is being made haye 
voted within 3 years by a two-thirds majority of those voting to permit 
sales across county line; 

(4) Grantor and grantee both sign an authorization of transfer and file 
with the county committees ; 

(5) The resulting allotment for the farm shall not exceed the larger of— 

(a) one hundred and fifty percent of the average allotment in the 
State of the commodity, or 

(b) in the case of cotton, 50 acres; peanuts, 30 acres; tobacco, 10 
acres ; rice, 60 acres; wheat, 60 acres. 

We do not recommend enactment of this bill because it will result generally 
in the increased production of commodities already in surplus supply. Byen 
though there is a provision in the bill requiring adjustment in allotments trang. 
ferred to reflect differences in normal yields between the farms involved, pro- 
duction will still be increased because the farmers buying the allotments will 
generally be more progressive in their methods and practices and will have the 
abilities and resources to get higher yields per acre than did the farmers from 
whom the allotments were purchased. For the commodities for which minimum 
national acreage allotments are set by law, offsetting reductions cannot be 
made. Some farmers who might be faced temporarily with inadequate finan- 
cial resources would be under heavy pressure to sell all or part of their allot- 
ments whereas good farf’ management might indicate the need for increasing 
the size of this part of their enterprise. In addition, a producer could seil his 
wheat or peanut allotment and yet be permitted to produce and market 15 acres 
of wheat or 1 acre of peanuts. This would add to already burdensome gur- 
pluses, especially with respect to wheat. 

If enacted, this bill would tend to concentrate production in the hands of 
larger operators which is contrary to the philosophy of other existing legisla- 
tion which provides for minimum acreage allotments and permitted acreages. 

We. also feel that acreage allotments should be a continuing benefit to farm 
families and should not be permitted to be sold as a chattel. 

Following are several additional deficiencies in the bill, most of which would 
contribute to further surplus production : 

(1) The bill would permit a producer to sell portions of his commodity 
allotments which have minimums established by law and then have the re- 
mainder of the farm allotments built back up to the minimum levels pro- 
vided by law. This is inequitable as well as contributing further to surplus 
production. 

(2) Under this bill farmers could buy allotments, and grow allotted com- 
modities, equal to the total of the cropland available year after year. This 
is contrary to good farm management and conservation principles. 

(3) There is a conflict of interest between this bill and the provisions of 

’ the conservation reserve and Great Plains programs since farmers could 

sell allotments which have been retired from production under these pro 
grams to other farms and the allotment could then be planted. 

(4) The holding of referendums for each commodity in every county with 
allotment commodities would be a costly and burdensome requirement. 

(5) The language which provides for the adjustment of allotments to 
reflect differences in normal yields is too precise for effective administration. 

(6) The enactment of the legislation would upset long-term agricultural 
financing as we know it. In many areas of the country, a substantial por- 
tion of the value of a farm is derived from its acreage allotment. To enable 
owners to dispose of allotments would make it possible for them to deprive 
mortgageholders of a substantial portion of their security. Lending agen- 
cies would have to revise their procedures and, to be conservative, would 
have to base loans on the value of the farm without an allotment. The 
present practice of retiring farmers selling farms to younger men and taking 
back a mortgage for a major portion of the purchase price would no longer 
be as feasible as at present. 
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The Bureau of the Budget advises that there is no objection to the furnishing 
of this report. 
Sincerely yours, 
TrRvuE D. Morse, Acting Secretary. 





Counties in North Carolina in which more than 23 percent of allotted cotton 
acreage was neither planted nor soil banked in 1958 





Percent | Acreage Acreage Percent | Acreage Acreage 





not not available not not available 
County planted | planted | for plant- County planted | planted | for plant- 
not nor ing less nor nor less 

“banked” | “‘banked’’| soil bank “banked” | ““‘banked”’ bank 
Alamance... -. 75.0 33 44 || Guilford.....-- 70.6 53 75- 
Alexander - - -. . 45.7 148 324 || Hyde_._..... < 33.3 36 108 
Beaufort......- 31.3 346 1, 104 Iredell ___...--- 23.9 1, 156 3, 991 
Bladen.......-.- 24.8 518 2,088 || Mecklenberg... 35.0 1, 030 2, 944 
Brunswick -_-_-- | 43.1 78 181 |} New Hanover. 87.5 7 x 
SS 71.0 31 || Onslow..-...-- 54.8 114 208 
Cabarrus... --- 29.8 517 1, 733 || O ill 83.9 47 56 
Caldwell... 83.3 10 12 || Pasquotank 53.0 130 245 
Camden. ...... 52.4 141 264 || Pender-_....... 72.2 96 133 
Cartaret . .. 52.4 ll 21 Perquimans 47.7 558 1,170 
Catawba. ---.- 48.7 330 677 i) Poll... 5s... 24.8 86 347 
Chatham. ...-- 67.8 240 Randolph 72.9 35 48 
Columbus. - - - - 39.0 669 1,717 || Rowan-_--_...-.- 54.1 1, 204 2, 224 
Craven........ 30.0 140 Rutherford -... 59.3 1, 754 2, 955 
Currituck ...... 39. 7 87 219 |} Stanly......... 34.8 252 725 
Davidson. | 6.2 240 398 Tyrell aided 48.4 109 225 
I es it nn 1.2 504 984 || Wake_.......-- 23.2 854 3, 677 
Durham 41:7 38 91 Wilkes... ..... 35.5 22 62 
Forsyth... ..... 75.2 73 97 || Yadkin......-- 64.3 9 14 
Gaston _....... 39.6 355 896 onetimttntichltetoee 
Granville... _.. 44.0 81 184 Total. 39.0 12, 133 31, 101 





Mr. Garuines. Mr. Gilchrist. 

Mr. Givcurist. Thank you. On behalf of the Alabama cotton 
delegation I would like to thank Mr. Heidelberg for coming up here 
and appearing with us. 

I would like to preface the testimony of the Alabama committee by 
saying that we do not view this legislation, the leasing or exchange of 
acreage, aS a permanent cure-all. We look at it as a crutch to stand 
on, Mr. Chairman, until we can pass what we have Sea recom- 
mended in two other appearances before you, the Poage bill, or the 
bill supported also by Mr. Cooley, on compensatory payments. 

Our basic position is that we have to preserve the stability of these 
communities that are dependent on the volume of cotton, and this leas- 
ing transfer bill is the only measure that we see right now that can 
hold that cotton on a volume basis within that community. 

We see our gins disappearing. And we have had a survey made 
by the Alabama Extension Service, and it shows that a little over 
100,000 acres will not be planted unless we can have enacted this year 
& measure similar to the Grant bill, or to the bills that have been in- 
troduced by the other Members of Congress. 

And, as Mr. Heidelberg has said, our objective in coming up here 
was to try to persuade you gentlemen to enact that legislation this 
year. However, I quickly admit that I think we had better retreat tc 
our second line of defense because I realize that we are not going to 
be able to do it. 

However, if at all possible it should be done next year, or until such 
time as we can get Mr. Poage’s bill passed on the compensatory pay- 
ment plan. 
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I would like to call as our next witness, and I would like to ask the 
gentlemen on our committee not to give their prepared statements in 
view of developments that we have had, but to limit their remarks and 
open themselves for questions. 

I think we can develop and probably present our case better through 
questions and answers than through the formal statements which 
might cover other points. 

Il am going to call on our commissioner of aces who is a 
farmer in his own right, who has had considerable experience, and I 
think you gentlemen will enjoy hearing from Mr. Red Bamberg. 

Mr. Gatuines. Mr. Commissioner, we would be glad to hear from 
you. 


STATEMENT OF R. C. BAMBERG, COMMISSIONER OF AGRICULTURE, 
ALABAMA 


Mr. Bamperc. Thank you, Mr. Chairman and ladies and gentlemen; 
it is certainly a pleasure to be here. I am certainly happy to see my 
Congressman, Congressman Selden. 

First I would like to say this, that in World War II the taxpayers 
of the United States were very gracious to me in giving me a tour over 
all the world, completely around it. I have always been able to say 
that I have never been to Washington, the nerve center, but due to the 
fact I entered into Alabama politics it is necessary for me to come to 
Washington in the interest of Alabama farmers. 

Now, I am not one to believe on getting on a junket to Washington 
every other day to see my Congressman or my Senator. So you can 
see a man 48 years old who never has been to Washington, if he is u 
here now, you can rest assured he is up here in the interests of his 
people back home. 

Mr. Garuines. We feel sure that is true. 

Mr. Bameperc. I want to make a short remark with reference to 
leasing of cotton acres. 

Under the present law, we can get the acreage planted provided we 
can get it back into the county committee. Under the leasing plan 
we are simply asking to implement by law, so that the administrative 
blocks won’t be thrown in front of us. 

Now, if Congressman Abernethy and myself were in Mississippi 
and we had all of the cotton acreage in Mississippi and we wel to 
exchange it among ourselves, it would be very easy, because he and I 
would go to the State office and we would make arrangements. 

But in the ramification of administration, when you take some 
125,000 farmers in Alabama, and you being to shift acres around, 

ou run into a great deal of administrative roadblocks that prevent 
it, It - just hard to take 125,000 farmers in Alabama and shift acres 
around. 

We are not asking for a change in law, but just make it a little flex- 
ible so it will work. 

In Alabama we have 97,000 farmers who have contracts for less than 
10 acres. Now, as the gentleman from California mentioned, with 
reference to the 10 acres and less, it is true that you are going to 
destroy some of the 97,000 farmers, or contracts, out here, in the proc- 
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ess of leasing, but they are being destroyed now. You are going to 
destroy 97,000 because you cannot make it on 10 acres or less. 

We say this would enable us to salvage a reasonable number of con- 
tracts out of that 97,000 by a combination. Now, that is just the whole 
thing about it. I look at it as a practical point, and I know this, that 
if we could get a leasing bill through, it would enable us to salvage a 
jot of farmers that are going out of the picture. 

Now, where they are going, I do not know, but there are a lot of 
them going on the relief roll, a certain type of farmer, because in- 
dustry cannot absorb it and they are not qualified to go into industry. 
So it is a question of salvaging 97,000 contracts we have in Alabama. 

I would like to say, with reference to what Chairman Gilchrist has 
said, I am a great believer in the bill that Representative Poage had 
instigated at one time or another here with reference to the compensa- 
tory payments. I wholeheartedly adopt it. 

However, we are jockeyed into a time element here in which we 
need to get some relief. We came to Washington on this junket 
more or less to find out, Mr. Abernethy, whether or not this bill was 
going to be passed. We called on the telephone, but we decided we 
would make a trip up here to see—— 

Mr. Grant. If the Commissioner will pardon me, don’t you want 
to strike that word “junket”? [Laughter. 

Mr. Bampere. No, it is perfectly all right, Congressman. 

We do earnestly ask you, though, to consider this for 1960, not 
as permanent legislation, but to let us salvage some of our farms 
that are on the way out, those people who are constituents of mine, 
and yours around the table here. I mean, that is just the whole 
thing. 

It is certainly nice to be here, and I appreciate the time. 

Mr. Gatuines. Mr. Abernethy. 

Mr. Asernetuy. Mr. Commissioner, I want to say I am certainly 
in sympathy with your views. I want to be sure however that I have 
not left with you the wrong impression. 

No. 1, I am for this idea; I am for it. strongly. I think it would 
be a great help to my own district and, after all, I like other Members 
am motivated principally by the interest of my own ple, 

Secondly, the reason I make the remarks that I do, I Kats recently 
distributed 5,000 copies of a newsletter in my district on the subject 
of surrender and redistribution. We have encouraged the county 
farm bureaus and others to hold county meetings to push the idea. 
ao ay know whether they will do so or not, but I certainly hope 
they do. 

We are trying to enlist the assistance of others in the counties in 
this campaign. 

So, with that underway—we get the Birmingham News over in 
my district, you know, and it is one of my good papers. It is read 
in six or seven counties of my district. 

I do not want, and I know you people do not want—news reports 
and other things to get in the way now and slow down this effort. 
I know that the surrender campaign offers the last opportunity for 
us to get our allotment acreage planted this year. 

I think you agree with me. 
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Mr. Bamserc. Right, and I say we are going back and we are goi 
to put on a campaign in Alabama. And, incidentally, the Birming. 
ham News will, I am sure, carry some of the information which we 
are going to try to get to the farmers. 

I am simply saying this right here, that is a cumbersome way to 
get the cotton acres planted, just as cumbersome and impractical ag 
anything I know of. And simply a leasing bill would keep the paid 
mourners out of our hair when it comes to getting cotton acres planted, 

Mr. Garuines. Mr. Commissioner, thank you so much. And we 
appreciate also the remarks of Chairman Gilchrist with respect to the 
compensatory payment plan. 

Mr. Giucurisr. Mr. Chairman, Mr. Bamberg wants to change 
“junket” to “trip” on behalf of the Alabama farmers. [Laughter] 

Mr. Bamberg started to get up, and he looked around and saw 
the Department of Agriculture coming in, and he said, “My, I thought 
we had lost them yesterday.” [Laughter.] 

We will call on Senator Kendall, vice chairman of the Alabama 
Cotton Committee. 

Mr. Kendall. 


STATEMENT OF SENATOR BOB KENDALL, VICE CHAIRMAN, 
ALABAMA COTTON COMMITTEE 


Senator Kenna. Gentlemen and chairman of the committee, I 
would like you to indulge me about 3 minutes. 

I want to say I agree with Mr. Abernethy. It is very important 
that, without any equivocation, the doubt that exists in the minds of 
the farmers now as to the possibility of transfer must be removed. 

First, to get any relief, I think that the voluntary release privilbess 
and the transfer privileges available to us under the law must 
pnt, and to my way of thinking, there are two big problems in 
that, 

In Mr. Heidelberg’s testimony, he pointed out there is a possibility 
of cotton release to the county committee that was unplanted being 
lost permanently to the county. And secondly, there is a reluctance 
on the part of the individual to make the voluntary release. 

In Alabama, in our various counties, as Commissioner Bamberg 
said, we plan to put on an educational campaign to try to get this 
thing underway as soon as possible. You know, in north Florida and 
in south Alabama, in fact, all the way across the Cotton Belt, we will 
be planting cotton in about 10 days. 

n order to get any relief that will be effective, at least in the lower 
part of the belt, it must be s y- So I would like to endorse Mr. 
Abernethy’s statement that this thing should be cleared up in the 
public mind. 

Now in regard to permanent transfer legislation along the lines of 
the Grant bill, I would like to say this: I believe that that holds the 
greatest promise for relief in our section of anything I have ever 
heard of, and I hope the committee will see fit later this year to 
enact that legislation for future crop years. 

Thank you. 

Mr. Garuines. Thank you very much, Senator Kendall, 

Mr. Giicurist. Mr. Edward Mauldin. 
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STATEMENT OF EDWARD F. MAULDIN, TOWN CREEK, ALA. 


Mr. Garuines. We have had Mr. Mauldin before our committee on 

snumber of occasions. We welcome you to the committee room today, 

. Mauldin. 

ica have always contributed a lot to our discussions previously, 
| and it is a real pleasure to have you with us. 
_ Mr. Mavutprin. Thank you, Mr, Chairman, you are mighty kind 
this morning. I certainly appreciate this opportunity to appear be- 
| fore this committee because no man thinks more highly than I do of 
| the leadership and the ability which is furnished agriculture by this 
| committee, many of whom are farmers in their own right. 

I would like to mention, with your permission, that I have a state- 
ment from the Agricultural Council of Arkansas, which I left over 
in the Senate committee yesterday, which endorses this leasing within 
the counties. Mr. Harvey Adams of West Memphis, Ark., sent that 
statement up. 

Mr. Garuines. Do I understand you would like to present Mr, 
Adams’ paper for incorporation in the record ¢ 

Mr. Mivonsis. I would, sir. 

Mr. Gatutnes. Without objortien, it will po in at this point. 

Mr. oe — — upelo, Bite neve a eter * from 
Sam Marshall endorsing this acreage within the county. i 
mission I would like to put that in. He is one of Mr. Abernethy’s 
constituents, and I am sure he would have no objection. 

Mr. ABERNETHY. None whatever. Any time my people get in the 
record I am for it. 

(The letters referred to are as follows :) 


West Mempuis, Ark., February 23, 1959. 


Mr. Ep MAULDIN, 
Care of Senator John Sparkman, 
Senate Office Building, Washington, D.C. 

Deak Mr. MAULDIN: This is with reference to your telegram regarding leas- 
ing of cotton acreage. 

American Cotton Producer Associates has not taken a position with respect 
to leasing cotton acreage; however, I believe most of the individual associations 
have and are in favor of it. 

The Agricultural Council of Arkansas’ Board of Directors voted in favor at 
their last meeting. 

The only bill which I have a copy of is 8. 545 introduced by Senators Jordan, 
Fulbright, Talmadge, Thurmond, and Kefauver. 

Very truly yours, 


rrr 


HarveY R. ADAMs, 
Executive Vice President, Agricultural Council of Arkansas. 





Tupe.o, Miss., February 24, 1959. 


Care Senator John Sparkman, 
Senate Hearings on Cotton Acreage Transfer Within Counties, 
Washington, D.C. 

The need is great for the change in the law to permit acreage transfer between 
farmers within counties of State in Southeast. It will help move out some 
z the necessary adjustments and contribute to the more profitable production 
of cotton. 


Ep S. MAULDIN, 


S. P. MARSHALL, Jr. 


Mr. Mavtprn. I would like to make one suggestion in line with Mr. 
Abernethy’s desire to settle this discussion, and I believe I have a 
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recommendation here as a means to settle this discussion, about 
whether it is going to be passed now, or whether it is not going to be 
passed now. 

It seems to me that you can settle all this discussion, Mr. Abernethy, 
by passing it now, effective in 1960. I believe all the discussion will 
terminated by that time. 

Mr. Azerneruy. I am for that if we can get the votes. I am will 
ing to call the roll right now. Iam ready. 

r. Mavrprn. Well, that sounds mighty good. I sure was not 
enthused by your statement that you did not think it would ever be 

assed. 

. Mr. Anerneruy. That might have been a slight exaggeration but, 
on the other hand, I do not think it is too much of an exaggeration 
with the sentiment that it is now in the Department and in this com- 
mittee, based on the vote we had yesterday, which was a test vote ona 
much more minor bill. 

I was tremendously discouraged. There is one thing about me, I 
like to be frank and fair with my people. I do not hke to mislead 
them, nor do I like to butter them up just to ingratiate myself. IT am 
just trying to be honest and frank and present the facts. 

I am not going to stop working on the legislation even though T do 
not think the prospects are good. 

Mr. Cootry. You mean at this time? 

Mr. AnerNetHy. I am speaking of this year. 

Mr. Cootzy. Mr. Chairman, will you yield? 

Mr. Gatuines. I recognize the chairman. 

Mr. Coorgy. I do not see anything so evil or unholy about this 
proposition. 

Mr. Asernetuy. I do not either. 

Mr. Cootry. They actually did it in tobacco, they permitted the 
leasing of tobacco allotments for 5 years before they stopped. 

I was just telling Mr. Matthews the Department now has authority 
to permit the leasing of tobacco acreage from one farmer to another, 
and permit him to move it from one farm to another farm. 
is all you want to do in cotton, isn’t it ? 

Mr. Mavtprn. That is all we are asking for, sir, to allow the free 
enterprise of negotiation between farmer and farmer 

Mr. Cooter. The proposed legislation before us yesterday—you 
were not here—was to permit transfer or exchange of cotton acreage 
for rice acreage and vice versa, 

Mr. Anerneruy. Mr. Cooley, I think the same principle was in- 
volved yesterday, and the same objections. I am not criticizing any- 
one’s vote. 

Mr. Cootzy. The same objections? 

Mr. Asernetruy. The same objections that were offered to the bill 
yesterday are now offered to the bills of myself, Mr. Grant, and several 
others. The main objection that everyone offers to this bill is that 
it will increase the normal production of a control crop—that is, that 
which would normally be produced. 

Off the record. 

(Discussion off the record.) 

Mr. Poace. If I understand it, the argument the gentleman felt 
was so serious was that the Department said this would increase 
production, and everyone ran from it. Well, I think that Mr, Heidel- 
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inted out very clearly that if we do not pass this we are goin 
ei Bi eias seednetiaa au mich deal more than if we passed this leo. 
lation because, as he frankly pointed out, if you do not pass this 
pill, or something similar, I mean some program of transferring these 
acres, the law next year is going to transfer every one of these unused 
acres into high production areas. 

Mr. Asernetuy. How? 

Mr. Poacer. Because of the history in the States in which these acres 
now exist. In Alabama, in eastern Texas—these acres have not been 
planted. They go to where history shows farmers have been planting 
the cotton, and that is to the plains of Texas, the irvigaesit valleys 
of the West and part of your State. 

Mr. AserNeTHy. Well now, wait a minute. 

Mr. Poace. The high production areas are going to get every bit 
of acreage, and instead of having ehres-quatters’ot an acre produc- 
tion you are going to have 214 bales production. 

Mr. Asernetuy. I will concede that some of it will, but I will not 
say it will transfer all of these acres. I will say it will transfer some 
in the breakdown of the national allotments to the States, since each 
State takes in relative proportion to that which it plants. 

Now it will result in some transfer. 

Mr. Poaen. You will move it to the high production areas? 

Mr. Anrrnetiy. Not all. He is right about that. 

Mr. Mavtprn. Alabama has lost approximately 237,000 acres to 
other States. In addition to the reduction, the normal reduction of 
acreage, national reduction, we have lost 237,000 acres to other States, 
most of which are higher producing areas than Alabama, 

I would like to mention on that, I think that is the meat in the 
coconut of the whole mequity in the whole farm program, right there, 
that you impose a law which sets out to reduce acreage, and then 
when the farmers reduce the acreage, and reduce it more than you 
tell them to reduce it, you penalize them for doing it. 

Now Mr. Abernethy lives over close to us, and he has quite a repu- 
tation over there as a cotton Congressman and in other fields. But 
before that, he had a reputation as a prosecutor, and I understand 
he would prosecute everyone who was guilty, and convicted them 
all. 

Mr, ApernEeTHY. I sure did try. 

Mr. Mavutprn. But I never heard any man make a charge that he 
attempted to have the penalty imposed on someone other than the 
one who was convicted. 

But now in this cotton law you impose a penalty on the innocent. 

Mr. Asernetuy. Who! 

Mr. Mavtorn. The law as it is administered. 

Mr. Anernetuy. You did not mean I did it? 

Mr. Mavutptn. No, sir. I did not mean Mr. Abernethy did. 

Mr. Anernetiy. I am just one of the guilty culprits. [ Laughter. ] 

Mr. Mavrprn. I would like to get back to the statement just for 
that purpose. 

The real inconsistency is that the law, as administered, imposes a 
penalty for doing exactly what the law requires, and that is reducing 

anting. 

q Since 1953 planting has been reduced from 25 million acres plus to 
16.3 million acres allotment for 1959. Yet, when the farmers in a 
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county and within a State, do what the law is attempting to do, re- 
duce planting, and reduce it below their allotments, then that county 
and that State is penalized in future years. 

Adding to the injury of the penalty which reduces future allot. 
ments of underplanted States, the law multiplies its own inconsistency 
by reassigning the acreage confiscated under the penalty to other 
States who came nearer planting their full allotments. 

er Cooter. You mean confiscated merely because they failed to 
pliant ¢ 

Mr. Mautpr. That is right, confiscating due to underplanting 
their allotment. | . 

Yet, Mr. Chairman, even, in my opinion, more un-American than 
these inconsistencies in the cotton laws as administered, is the feature 
which penalizes the innocent. people in these areas. 

Some of our finest barristers have told me that they know of no 
other law on the Federal statutes which imposes a penalty upon an 
individual not guilty of the violation. 

Gentlemen, that is exactly what the cotton law is doing and what 
it has done for years. 

Mr. Apernetuy. Can I interrupt there to ask you a question? 

Mr. Mauiprn. Yes, sir. 

Mr. Apernetuy. Last year we passed out. of this committee, and 
the Congress passed, and the corn farmers adopted, a program which 
would permit the unlimited production of the planting of corn at a 
support price of not less than 65 percent of the average price, market 
price, for the preceding three ma Tiotinis years. 

Would that sort of a program be acceptable to Alabama cotton 
farmers? 

Mr. Mautptn. In my judgment it absolutely would not, Mr. Aber- 
nethy. In my judgment it would be a disservice to the Alabama 
cotton farmers to attempt in any way an abandonment of the parity 
principle. 

I think that is an absolute abandonment of the parity principle. 

Mr. AserNetuy. I agree with that. 

Mr. Mavuprn. I do not think any abandonment of the parity 
principle would be of service to any farmers in Alabama for any 
commodity. 

Mr. Apernetuy. Would you be willing to submit the issue to them, 
as was done in the corn program 4 

Mr. Mautprn. I think it would certainly be desirable to submit it 
to them if you submitted it in a fair way, and did not submit it to 
them as any sort of a rigged pole, or that sort of thing. 

If you submit it to them in a real question, where they would have 
a real choice, I certainly would be willing that that be done. 

Mr. AreRNETHY. That is what the corn people had last year, they 
had a choice. They had a choice of that or the then current corn—— 

Mr. Poace. Would the gentleman yield? 

They did not have any real choice at all. They had a choice between 
the discredited program that had no effective controls in it. whatso- 
ever and a program that would give them a little higher support 
and give them the same results as controls. 

Mr. AsernetrHy. There may be some question about the choice 
ay much of a choice, but there was some sort of a choice submitted 
to them. 
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J want to ask a question to find out—you know we hear a lot about 
lifting controls, and every time our good friends come down from 
the Department, that is, those who sit in the high chairs down theve, 
they talk about such but I never see a bill from down that way, or 
from any other sources, that would do that. 

Mr. Mavuprn. Mr. Abernethy, I have never heard a man who is 
trying to make a living on a farm in Alabama, dependent upon the 

roduction of that farm for his income, for his livelihood, who was 
in favor of abandonment of the parity principle. 

Mr. ABERNETHY. I have not found any either over my way. 

Mr. Maupin. I do not believe there are any. 

Getting back to this penalizing the innocent, when a State loses 
acre as a result of underplanting the allotments to the counties 
js reduced, and the counties in turn reduce the allotments to the 
individual farmers whether or not they are underplanted. 

All the individuals within the county take a reduction. But, the 
reduction is imposed only upon those farmers with 10 acres of cotton 
or over. Because you have your 10-acre minimum law. Since 
Alabama has only 55 percent of its acreage on farms of 10 acres and 
over, you can see that all reductions must be imposed on just about 
half of the total acreage. 

Alabama had 7.5 percent of the total national allotment in 1950 
when the first recent allotment program was inaugurated. Now 
Alabama has approximately 6 percent of the total national allotment 
for a loss to other States of some 237,000 acres. 

Mr. Azernetuy. Well, we lost some of that as a result of special 
legislation that was passed in the 82d or 83d Congress, I believe, 
which gave our Western friends an extra allotment. Some of that 
loss was due to that legislation. 

Mr. Mavuiprn. That is right. And in these other States, Mr. Aber- 
nethy, the farmers who did not underplant, where the whole area did 
not underplant, their relative position has been improved because 
the acres taken from Alabama, whatever it was, due to underplanting, 
were reassigned to them, in the areas where there was no under- 
planting. So you have an altogether different situation from a man 
in an area where his neighbor is going to plant as opposed to a man 
in an area where all his neighbors plant to the limit. 

It is very inconsistent in my opinion. 

Mr. Gatuines. I want to ask the gentleman now: Do you think 
itis a sin and outlandish for a man to own a big farm ? 

Mr. Mautpin. No, sir; I certainly do not. I think it may be a 
liability, but I do not think it is asin. [Laughter.] 

Mr. Garuines. I wanted to say to the gentleman that the figures 
you give us, some 55 percent of the cottongrowers in the State of 
Alabama have over 10 acres allotted to them. 

Mr. Maviorn. That is right, 55 percent of the acreage is on farms 
with 10 acres or more. 

Mr. Garutnes. Fifty-five percent of the acres are on farms held 
by people who have a larger allotment than 10 acres? 

Mr. Maupin. That is correct, sir. 

Mr. Garuines. Well, now the propaganda that goes around this 
country is to the effect that a man who saves his money and acquires 
a larger farm is receiving the larger part of these benefits that accrue 
from the farm program. What we need is to sell the Nation that, 
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as a matter of fact, 20 percent of the total farmers in this Nation 
are producing 80 percent of the commodities that go on the table and 
are worn or used by the American people. 


If we were to carry that argument out to its ultimate conclusion, 


it would mean that we would not have had any breakfast this 

at all, if we were going to say that just because a man has 

big he should not participate in a farm program to the same cee 
as his neighbor. 

What is your view ? 

Mr. Mavtpr. Certainly I agree with that 100 percent. But let 
me say this to you, the reason in my opinion, and the reason the 
people have given me, why they cannot plant cotton in Alabama on 
these farms of 10 acres or less is because they started out maybe with 
20 acres or more, and that was an economic unit for them. What- 
ever it was that they had originally they have been cut 50 percent, 

If they started with 50, they have only 25; if they started with 
20, they have only 10; and before you passed the minimum law at 
10 acres, if they started with 10 they have only 5. 

It has reduced their efficiency by that percentage, and therefore 
when you reduce the parity or the support price to 80 percent, and 
the production by 50 percent reduction, they are only getting 40 per- 
cent as much growth as they were. And that is the reason they have 
been forced out of business. 

Mr. Garurnes. Any’further questions? 

Mr. Grant. Mr. Chairman, you were talking about a big farmer, 
the definition of a big farmer, and I think the correct definition of a 
big farmer is always a man who has a farm larger than yours. 

r. Hagen. I would like toclarify the record. 

Under the current law, as I understand it, if a farmer does not 
lant his acreage his personal history is preserved; is that correct? 
Whether or not he does anything but only of notice or release. 

Mr. Anernetuy. Under the current—— 

Mr. Hagen. For 1959? 

So that the county has not lost any history, he has not lost any 
history, and the State has not lost any history. 

Mr. Azsernetuy. Oh, yes; his history is preserved but the State 
allotment for next year and the county allotment will be based on 
actual plantings within the State and county. 

Mr. Hagen. Whether he has surrendered, or whether he refuses to 
surrender and does not plant ? 

Mr. Asernetuy. If he surrenders the acreage and the ac is 
planted then it becomes a part of the history upon which the State 
allotment is made. 

Mr. Hagen. But the only one not hurt directly is himself, he keeps 
his history ¢ 

Mr. Asernetuy. He is hurt to the extent that he reduces the State 
and county allotment in proportion to his unplanted, which in turn 
will proportionately reduce his own allotment—unless it is a mini- 
mum of 10 acres. 

Mr. Hacen. I wanted to ask Mr. Mauldin a question. You re- 
ferred to economic units here, you referred to 20 acres as an economic 
unit. 

Now would you object to a ceiling in here, to wit, that the recipient 
of these leases could not thereby acquire more than 20 acres? 
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Mr. Mavtprn. I do not think that is necessary, and I do not think 
that you could justify putting a maximum like that on it. I think 
that the restriction of keeping it within the counties would take care 
of all the restrictions you need on a ceiling on the total that you could 
accumulate under leasing provisions. 

I think that is enough ceiling. 

Mr. Poace. Would the gentleman let me reply to that question, if 
Icould ? 

Mr. Gatuines. Mr. Poage? 

Mr. Poagz. I think there are two things to reply to there. 

In the first place, the economic minimum varies considerably as to 
where you are. I mean, where 20 acres may be an adequate economic 
unit in your area, it may take 60 in some area to be an economie unit. 

Mr. Mavutprn. And on individual farms, too. 

Mr. Poace. It varies on individual farms, too. I think a better 
limit on that is that which is in many of these bills that are before us, 
and that is on the percentage of land that is in cotton. Many of these 
bills have a proviso that you cannot lease this land, or buy these allot- 
ments, so as to increase the percentage of your total tilled acres to 
more than 60 percent, and others say 75 percent, of your total tilled 


acres. 

Personally, I would even be willing to settle for 50 if you wanted 
to. But I think that is a much better approach—rather than ‘the 
total acreage approach—the percentage of acres of your cultivated 

d 


Mr. Mavutorn. I understand Mr. Grant has that provision in his 
bill, or something that deals with that. And I agree with you, I think 
that is the only appropriate approach to take. 

Mr. Hagen. Of course one of the arguments that will be made 
against this bill is that it just b race the big farmers to bigger 
and the small ones to go out of business. Actually a big farmer has 
more cropland to play with than a small farmer, so you are really 
penalizing the small farmer by these percentage of cropland limi- 


ons. 

I would like to ask you one other question, or make a comment I 
should say. 

Probably one reason this voluntary reapportionment does not work 
is that in effect a man who surrenders cuts his own throat because he 
thereby deteriorates his own supply situation for the time when he 
might want to get back in the business. And every cotton grower 
wants to get out from under quotas cemanetey: 

And that is perhaps one of the reasons why this voluntary sur- 
render is not too attractive to a thinking farmer, because he realizes 
he is thereby increasing the production in the year he is not producing, 
and it makes his situation rougher the next time he wants to produce. 

Mr. Mavutprn. That is true. But also, Mr. Hagen, getting back 
to your point of changing the size of a farm for this leasing measure, 
I think it would be a disservice to the small man who is not going to 
be able to realize anything out of his allotment unless you al ow Bim 
to lease it. It would be a disservice to him not to allow him to lease it. 

Now the man who needs to lease it is the man who is not going to be 
able to plant it because it is uneconomic due to the soil bank, and other 
reasons, he is financially not able to go into farming this year. 
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Next year, when he gets the Poage bill, the compensatory payment 
plan, enacted it may be more attractive, and he may be able to 
back and farm. But why foreclose him now and not allow him tp 
salvage anything out of his little allotment? You have already eop. 
fiscated half of it. Why go ahead and take all of it away from him 
Why not let him lease it, save it, perpetuate it until such time as 
you have more apt farm legislation, and then he can preserve his 
farm allotment and get back into business. : 

Mr. Hagen. Following that same reasoning, you should let him 
sell it wherever he can, release it wherever he can, for the best price, 
which would be a national lease provision. 

Mr. Mavutprn. Well, now, I think 

Mr. Hacen. There would be more competition for his allotmen 
and he presumably would get more money from it. 

Mr. Mavtprn. The answer to that is, 1 think, not only is the farmer 
entitled to that, but I think the community and the county in which 
the history was created, and which historically served this country 
by the production of cotton when it was needed. j 

I think they are entitled to that cotton. The economy of that 
community is entitled to the wealth that would be created as a result 
of his planting. Therefore, I think that you should not be able to 
wholesale transfer it from one State into another. 

Mr. Garuines. Even from one county to another ? 

Mr. Mavtprn. At this time I do not believe it would be wise to 
attempt it from one county to another. I think it should be within 
the community at least until you see how that works out. 

Mr. Gaturines. But you would not want it to go from State to 
State, sell your Alabama allotment to California or some other State! 

Mr. Mavtorn. I do not believe that—California is getting along 
fast enough without it. 

Mr. Gathings, you told me at one time it was the committee’s pre 
rogative to ask the questions in these hearings, but I noticed the other 
day in the testimony which I believe was submitted by the gentleman 
from the Department—that Mr. Bamberg referred to as the paid 
mourner—they said in essence that this cotton lease bill would do for 
the small farmer, for the farmers, and would improve their position, 
but from the Department’s standpoint it was not practical because 
they did not like to administer it, it would create problems of 
administration. 

. Now my question is, Mr. Cooley; if I may direct it to you: Is the 
Department actually set up to serve the farmers in the agricultural 
industry, or are we, the farmers, supposed to serve them with our 
needs ? 

Mr. Cootzy. I think you know what the answer is yourself, as well as 
Ido. They are supposed to serve agriculture, and they say they are, 
but sometimes we doubt it. I can see the argument that Mr. Benson 
puts up against this legislation, but I still think that perhaps we should 





make an effort to give it further consideration at the proper time and 
bring it up and pass it, and let him exercise the veto power if he wants 
to. That issomething we cannot control anyway. 

Mr. Matruews. Mr. Chairman, may I make just one comment ? 

Has the Department of Agriculture reported on this particular 
legislation ? 
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Mr. Gatrutnes. Yes. Here is the report. 
. Mr. Marruews. The same bill, the Grant bill, the Matthews bill and 
all of the-—— 

Mr. Gatrutnes. This is a report on H.R. 1811 introduced by the 

ntleman from Alabama, Mr. Grant, 

Mr. Marrnews. It is an unfavorable report ? 

Mr. Garuines. It is an unfavorable report. 

Mr. Matruews. Mr. Chairman, the only other observation I should 
like to make is that my people are interested in this bill from the 
standpoint of Flue-cured tobacco in particular, and I would not be 


true to them if I did not plead with the chairman to have further 


hearings this year on this bill, and I know he will. 
I realize, as the gentleman from Mississippi said, we cannot get it 
assed, but there is a tremendous interest, and I want to plead, Mr. 
Chairman, that we will have other hearings. But I wanted to get that 
on the record. My people are very much interested in this bill. 

Mr. GaTHINGs. at I want to say to the gentleman from Florida 
is that as far as I am concerned it would be a real pleasure to hear the 
tobacco farmers from your district, and we will set a certain date 
for them to be here. And I hope and trust that your observations, 
and those of my good friends from Mississippi, to the effect that by 
virtue of the fact the Department of Agriculture has submitted an 
adverse report on this legislation introduced by the gentleman from 
Alabama, Mr. Grant, that it would be difficult to get anything done. 
He may be right but my constituents in the First District of Arkansas 
sent me here to do the legislating, and until such time as we pursue the 
matter to the very last opportunity that we might have as legislators 
to enact a piece of legislation, I will any that we may even pass it on the 
floor of the House, pass the Senate, and put it on the President’s desk, 
then until such time as the roll is called in the House on a veto over- 
ride, I do not feel that I, as a legislator for my people, have fulfilled the 
obligation and trust that they have imposed in me. 

Mr. Asnerneruy. Mr. Chairman, I would like to concur with what 
you have said. I think the wrong interpretation has been put on my 
statement. I think if the gentleman were called upon to express an 
opinion now as to the prospects of a particular piece of legislation he 
would probably have an opinion. I think any member of the com- 
mittee would. 

I certainly do not think it is a mistake to express an opinion as to 


the prospects of a piece of legislation, nor do I agree with my sub- 


committee chairman that so to do indicates any desire on the part of 
the gentleman from Mississippi who made the statement to give up 
the fioht. 

Mr. Gatutnes. You are right—— 

Mr. Anernetuy. Let me get the record straight—I am going to try 


topassthe bill. Ofcourse I am. 


r. Garuines. I want to say for the gentleman from Mississippi 
that he fought, and fought hard, yesterday to get a similar provision 
ssed in the committee. It was a simple bill. And the gentleman 
m Mississippi worked and argued to obtain favorable consideration 
irrespective of the fact there was an adverse report from the Depart- 


ment of Agriculture. 


Mr. Mavutprn. Thank you. 
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Mr. Gatuines. Just a minute, Mr. Pirnie wants to ask a question, 

Mr. Pirnie. In your closing remarks, you spoke about trying to 
preserve the historical status of your area in that field of economy, 
in agriculture, 

Mr. Mautprn. Yes, sir. 

Mr. Pirnie. In previous testimony there had been an indication 
that one of the changes that sainaaede say in North Carolina, was jn 
the industrial position of the —— 

Mr. Mavtprn. Yes. 

Mr. Prrnie. And it occurs to me, coming from a section of the 
country from which some of those mills moved, from the North to 
the South, that it is not possible to have your cake and eat sit. 

As I have understood it this agricultural program was designed to 
stabilize farming, to help areata economy so that it might pre. 
serve itself and - able to support the needs of this country and haye 
a margin for doing so. The problem which seems to be bothering the 
subcommittee, and the whole committee actually, is whether or not 
this program is to become an asset that can be bartered and sold for 
individual gain, or whether it is an agricultural program for the whole 
country. That is what is bothering me, 

I am interested in trying to make farming economically successful, 
and I am not anxious to have any area hurt. However, it seems to 
me that when it has been decided by the individual farmers that it 
is economically unwise to give up their jobs in the plants in order to 
go and produce cotton, that it is mani of a remedy for that to be 
eum for reallocation, without giving that man an asset that he 
ean buy and sell for a profit. 

Mr. Mauwpi. Well, Mr. Pirnie, I would like to comment on that, 
While it is true there has been some industrial growth in the South, 
I am sure there has been some industrial growth in your area, too, 

Mr. Prrnm. There has not, not in that field that came down. And 
I do not begrudge you that at all. If you can offer advan that 
other people cannot give, then you are entitled to whatever fits 
you can obtain. 

Mr. Mautprn. Well, the wholesale farm depression in Alabama has 
created a tremendous supply of unskilled labor, and that labor is a 
problem that keeps getting worse. In fact, the University of Alabama, 
in cooperation with the associate industry in Alabama, conducted a 
survey and published a booklet called Flight From Soil. 

‘They asked a thousand people who went into industry, all over the 
State, why they went into industry and offered their services to the 
industrial market and left agriculture. Almost all the answers were 
economic. 

Every answer that they gave, all of them were economic. 

Mr. Pranie, Wasn’t that the economics of your area? You are pro- 
moting that very thing, you are seeking to attract industry, offering 
them tax-free locations there. That is why they left my city to go 
down there, because of those advantages. 

Mr. Mauuprn. We have wholesale unemployment as a result of the 
agricultural depression and we have hundreds of thousands of le 
in the State of Alabama who have been forced off the farm by thi 
farm program. Naturally, we are going to try to seek other means 
of endeavor for them so they won’t be 100 percent —— 
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Mr. Gatuines. Justa minute. Mr. Poage. 

Mr. Poacx. Would you yield there? 

It seems to me that what Mr. Pirnie has been inquiring about, and 
what you are telling us here about the situation, points up very clearly 
the importance, not only for the South, not only for rural areas, but 
for the whole Nation, of getting a program for agriculture that will 
increase the income of the agricultural people. Because without it 
we are continually developing this pool of cheap labor. 

Now a pool of cheap labor is going to attract industry, and it is 
going to take it away from the industrialized areas and move it into 
areas that would rather remain agricultural. 

Mr. Maviprn. That is right. 

Mr. Poace. I would much prefer that my district remain an agri- 
cultural district than to see it transformed into an industrial dis. 
trict if our people could make a fair living from farming. Yet, when 
my oa are forced off of the farm, as they are being, just as yours 
are, and when they offer their services in the cities day after day, then 
the industry in New York and New England looks down there and 
says, “Where can we reduce our costs? Why, we will move down here 
where these people have been forced off the cotton farms; we will 
move down and make millhands out of these cotton farmers.” 

And that is exactly what they are doing, and it is hurting not only 
our area, it is hurting not only Alabama and Texas, it is hurting New 
York and New England. 

I would a whole lot rather you keep the industries in New York, 
Mr. Pirnie, and let us keep our people on the farm. 

Mr. Prrnte. So would i. 

Mr. Poace. I know you would. 

Mr. Prrnte. And I would like to stabilize the economy. And for the 
record, let me say I am on the Agriculture Committee and I am inter- 
ested in agriculture, and I will work with you for any constructive pro- 

m. But where I find myself out of sympathy is where we are put- 
ting a price on someone not engaging in farming. Now that is the 
only thing that really bothers me. 

I will study carefully and try to see if we cannot work out a program 
that will maintain an agricultural economy in sufficient volume, but I 
just wanted to point out that which causes us a little concern. 

Mr. Gatutnes. Thank you. 

Mr. Grant. I think, if you will pardon me one minute, you missed 
one point there. It is quite true that some industry would sell or 
transfer, but by reason of the recipient of this transfer it would keep 
him in the farming business and thus keep him and his family from 
having to leave the farm. 

Mr. Pirniz. I hope we could do it by reallocation, that is all, sir. 

Mr. Gatuines. Thank you so much, Mr. Mauldin. 

(The prepared statement of Mr. Mauldin is as follows :) 


STATEMENT OF BE. F. MAULDIN, OF TOWN CREEK, ALA. 


Mr. Chairman and gentlemen of the committee, no man thinks more highly 
than I do for the ability, the leadership, the sincerity, and the high purpose of 
the gentlemen of the Senate Agriculture Committee, many of whom are farmers 
in their own right. But different men often see the same subject in different 
lights, and therefore I hope I will not be thought disrespectful to these gentlemen 
when I speak forth my sentiments freely and without reserve. 
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Our cotton laws are a paradox of inequities, yes even paragons of inconsigt- 
encies as they have been administered. Cotton as an industry in America ig on 
the brink of nationalization. Recent years have witnessed the demise of hun- 
dreds of efficient and industrious small cotton merchants all over Alabama who 
traditionally competed vigorously for the farmers cotton. Literally thousands of 
once sound economic farm units have seen their cotton acreage shrink by more 
than 50 percent under rigid allotment controls rendering these farms submarginal 
at 80 percent parity prices. 

National controls over production are so rigid that even farmers who are no. 
longer in a position to cultivate their smallest acreage in history are prohibited 
from leasing their allotments to neighbors for consolidation into more economic 
production units. 

But the real inconsistency is that the law as administered imposes a penalty 
for doing exactly what the law requires, and that is reducing planting. The law 
has reduced national planting from over 25 million acres in 1953 to an allotment 
of 16.3 million acres for 1959. Yet when the farmers in a county and a State 
do what the law is attempting to do—reduce planting, and reduce it below their 
allotments—then that county and that State is penalized in future years. Adding 
to the injury of the penalty which reduces future allotments of underplanted 
States, the law muliplies its own inconsistency by reassigning the acreage con- 
fiscated under the penalty to other States who came nearer planting their full 
allotments. 

Yet, Mr. Chairman, even more un-American, that these inconsistencies in the 
cotton laws as administered, is the feature which penalizes the innocent. Some 
of Alabama’s finest barristers have told me that they know of no other law on 
the Federal statutes which imposes a penalty upon an individual not guilty of 
the violation. But, gentlemen, that is exactly what the cotton law is doing and 
has done for years. When a State loses acreage as a result of underplanting 
the allotments to the counties is reduced, and the counties in turn reduce the 
allotments to the individual farmers whether or not they underplanted. But 
the reduction is imposed only upon those farmers with 10 acres of cotton or over. 
Since Alabama has only 55 percent of its acreage on farms of 10 acres and over, 
you can see that all reductions must be imposed on just about one-half of the total 
acreage. 

Alabama had 7.5 percent of the national allotment in 1950 when acreage con- 
trols began, but this scheme of penalties for underplanting has contributed to 
cutting Alabam’s percentage of America’s acreage to only 6 percent for a loss of 
237,000 acres to other States much of which loss has been imposed upon full-time 
professional farmers depending upon the production of cotton for their liveli- 
hood, many of whom have never been underplanted. Yet farmers who did not 
underplant in other States have had their relative position improved because 
acreage confiscated from Alabama was assigned to them. 

Such are the immoralities of the present law. 

Gentlemen, Mr. Grant and others have come before you with a proposal to 
alleviate and correct some of the problems caused by this law. And the Grant 
acreage leasing measure is a most palatable measure because it injects some 
degree of flexibility into the present law without hurting anyone, it lets the 
injured have an opportunity to recoup his losses but at his own expense. It 
allows the small farmer who has been virtually put out of business by acreage 
confiscation, low prices, and the soil bank to have an opportunity to salvage some- 
thing from what could well be an otherwise useless allotment. 

Mr. Chairman, gentlement of the committee, in conclusion please let me 
impress upon you the importance of this legislation to the agricultural economy 
of the Southseast, which could well prevent the loss of the creation of new wealth 
which would be produced on 100,000 acres of Alabama’s cotton land. Other South- 
eastern States with small farms could be expected to be similarly affected. 

In short, this provision permitting flexibility could well mean the difference as 
to whether the Southeast remains a cotton-producing area in future years. 


Mr. Garutnes. Chairman Gilchrist, I wonder how many witnesses 
you have? 
~ Mr. Gircurist. I think only two, and then I am not sure they are 
oing to speak. We are going to wind up within 10 minutes, Mr. 
hairman, I think. 
Mr. Gatnincs. We want to give everyone an opportunity, and that 
is the reason I asked the question. Because I have talked too much, 
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and I want every one of your witnesses to be heard. If you only have 
two, why don’t we give them 5 minutes apiece and then we will have 


5 minutes up here? 5 ; Te 
Mr. Grant. Mr. Chairman, let me state this to Mr. Gilchrist, if you 


do not have all of them testify, introduce them to the committee. 

Mr. Giicurist. We are privileged to have on our committee, and 
with us, the speaker of the house of representatives, Mr. Charley 
Adams, who has a statement from the Honorable John Patterson, 
Governor of our State, that he would like to have incorporated in 
the record, Mr. Chairman, with your permission. 

Mr. Garuines. It will go in the record without objection at: this 

int. 

(The statement of the Honorable John Patterson, Governor of 
Alabama, is as follows :) 


STATEMENT OF Hon. JOHN PATTERSON, GOVERNOR OF ALABAMA 


Mr. Chairman, Members of the House, and distinguished friends of cotton, 
it is a privilege for me, as Governor of Alabama, to bring before your committee 
facts concerning the cotton industry in our State. 

The condition of the cotton industry has created apprehension in Alabama 
since 1955 when many producers, ginners, and cotton buyers sent a delegation 
to Washington to plead for Alabama cotton before Secretary Benson. The 
situation became so grave that a precedent in Alabama government was estab- 
lished when the legislature created in 1957 the Alabama Legislative Cotton 
Study Committee. This group, composed of members of both houses, held 
hearings in each congressional district in Alabama and has received testimony 
from over 1,500 persons whose very livelihood was being affected by the decline 
in the cotton economy in Alabama. A copy of the report of the Alabama Legisla- 
tive Cotton Study Committee to the Congress of the United States is herewith 
submitted for your consideration. This report and surveys conducted by the 
Alabama Extension Service have revealed what in fact has been a startling 
decade of decline in the cotton industry in Alabama. 

The extreme hardships to the individuals in our cotton economy cannot be 
adequately described with statistics. But the flight from the soil in Alabama, 
which has been caused by the deteriorating cotton economy, has indeed created 
many hardships and inequities which will have a residual adverse effect upon 
our State’s economy for decades to come. For a specific illustration of the 
ravages wrought on Alabama farmers by this program I would like to make a 
brief comparison of the situation today in contrast to the picture of a decade 


he 1948 the cotton crop in Alabama brought our farmers in excess of $184 mil- 
lion, but the annual income from cotton by 1958 had dropped to only $76 million, 
or more than a 60 percent reduction. In 1949 Alabama planted to cotton 
1,925,000 acres, but the 1959 allotment is only 985,191 acres. Alabama’s relative 
position as a cotton producing area has been reduced since the first acreage allot- 
ments began in 1950 from 7% percent of the national allotment to only 6 percent 
of the national allotment in 1959, a loss of 237,000 acres to other cotton producing 
States, many of which have per acre yields far in excess and in some cases twice 
that of Alabama. 

Magnifying these inequities is the rigidity of the present program which pre- 
vents even the farmers who are no longer in an economic position to cultivate 
their smallest acreage in history from leasing their allotments to neighbors for 
consolidation into more economic production units. 

Based on a survey conducted by agricultural experts in each of Alabama’s 
67 counties since the 1959 allotments were issued, it is felt that Alabama will 
lose the production on at least 100,000 acres of good cotton land. The impact of 
this loss may be best explained in terms of the $15 million of new wealth which 
will not be created in the State of Alabama unless the Government cotton acre- 
age leasing bill or some similar legislation is effected for 1959. 

Consequently, we in Alabama feel that this cotton leasing measure may well be 
one of the most important bills to come before the Congress in 1959 in so far as 
the economy of the State of Alabama is concerned. 
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We are indebted to the leadership which has been furnished by the congreg. 
sional delegation of Alabama in all our efforts seeking to restore a sound agricy}. 
tural economy to our State. It is a pleasure for me as Governor of Alabama 
to have present before your committee members of our Legislative Cotton § 
Committee, and I am sure that they will be pleased to answer any questions that 
you might have concerning the position of cotton in our State. 


STATEMENT OF HON. CHARLES ADAMS, SPEAKER OF THE HOUSE 
OF REPRESENTATIVES, OF THE STATE OF ALABAMA 


Mr. Apams. Mr. Chairman and gentlemen of the committee, I do 
not want to intrude on your time any more. I would like to express 
my personal appreciation and the appreciation of my peoplc from Ala- 
bama for the interest you have demonstrated here today in the condi- 
tions of our farm people. 

I would like to speak to you on behalf of the family type farm oper- 
ation, as I know it in my home county and my home State. ‘I think 
the gentlemen of the committee have expressed the concern for it, 

I would like to express my appreciation again to you for the con- 
sideration that you have shown us here today. 

And, Mr. Chairman, the clerk has a statement prepared by the Goy- 
ernor of Alabama, the Honorable John Patterson, that we would like 
to have incorporated in the record. 

Mr. Gatutncs. Yes, it has gone in the record. 

Thank you so much. 

Mr. Gitcurist. We have with us Senator Walter Givhan, a mem- 
ber of this committee, Mr. Chairman. 

Mr. Grant. If you will pardon me, sir, I might say Senator Givhan 
is also vice president of the Alabama Farm Bureau Federation. 

Senator GivHan. Secretary and treasurer. 

Mr. Grant. Secretary and treasurer now; they have advanced 
you. 


STATEMENT OF HON. WALTER GIVHAN, STATE SENATOR, STATE 
OF ALABAMA 


Mr. GivHan. Mr. Chairman and gentlemen of the committee, I ap- 
ywreciate the opportunity of you all hearing our committee, our mem- 

rs here this morning, and I want to agree with you that I do not 
think the big farmers should be penalized for being big farmers. I 
am not a big farmer, but I think that if we did not have the protection 
of the big farmer food would be much higher for the industrial 
workers than it is now. 

Mr. GArnines, There is no doubt about it. 

Mr. GrvHan. Secondly, I would like to endorse what, Mr. Heidelber 
said here this morning. I think his testimony was well gotten up an 
was to the point, and I think he knows the cotton situation in the 
South, having worked with the National Cotton Council for a long 
time. 

And I hope you gentlemen will go along in passing this leasing bill 
along the lines he indicated. Because I think his thoughts are well 
thought out and will be of great benefit to the South. 

Thank you, sir. 

Mr. Gatuin6s. Thank you, Senator Givhan. 
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Mr. Gutcurist. We are happy to have with us, too, Mr, Chairman, 
our new director of the Alabama Extension Service, Dr. York—if he 
would care to make a statement. We would like to introduce Dr. 


York. 


STATEMENT OF E. T. YORK, DIRECTOR OF EXTENSION SERVICE, 
ALABAMA 


Mr. York. Gentlemen, I did not come up today to make a statement 
I came up just as an interested observer. My job is education, not 
legislation. However, I am very vitally concerned with any problem 
that affects the welfare of the cotton farmer in Alabama. 

I would just like to quote one or two figures which I think bear v 
heavily on this problem, which will indicate, I think, certain tren 
that are taking place that influence, or are influencing, Alabama 
cotton farmers very greatly. 

In the last 20 years the acre yield of cotton in Alabama has increased 
only about 50 pounds. The last figures that we have, in 1957, the acre 

ield was 346 pounds of lint cotton. Now if we contrast this to what 
i happened in California during the same period, we have seen 
yields go up there to 482 pounds, or in 1957 they were producing over 
two bales of lint cotton to the acre. 

Now this, it seems to me, bears on the problem to a rather significant 
extent in this respect, that better than 40 percent of the total cotton 
allotments in Alabama, 46.4 to be exact, are less than 5 acres. An- 
other 42 percent range between 5 and 15 acres. This means almost 
90 percent of the allotments in Alabama are less than 15 acres. 

Anyone who has ever grown cotton, and I have had that experience 
msyelf, in Mr. Cooley’s district in North Carolina, knows that you 
cannot. grow cotton efficiently, or I won’t say you cannot, I will say it 
is extremely difficult, with allotments of 5 acres or less. You cannot 
set out to do a good job of growing cotton with such small allotments. 

And I think this is one of the keys to why Alabama’s production has 
remained as low as it has over the years. 

It is not necessary to contrast these acreage figures with what we 
have in California and seme of the other States that have been doing 
such a good job in production. 

But this area of low production, it seems to me, is one of our key 
problems and if vy shifting acreages—this is not my province, I assure 
you, but it seems to me this bears on the problem—if it is possible to 
get this acreage in the hands of larger growers who can produce more 
efliciently, then we stand a better chance of preserving our cotton 
future in the South. 

What I am saying about Alabama will apply to North Carolina and 
a lot of other States. 

I believe that is all. 

Mr. Garuines. Mr. Hagen. 

Mr. Hacen. To just go a little further on that, if you advoeate 
getting this acreage in the hands of larger growers there should be no 
geographic discrimination. That would be the logical conclusion of 
your proposition, and that would mean, if you are going to endorse 
this proposition, a national sale or lease of cotton acres. 

Now to get. back to another point, the Extension Service, as I under- 
stand it, encourages efficient production from the standpoint of 
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methods and size of farm units. And if by the rules of modern tech. | sole 
nology in cotton production a farmer can no longer operate efficiently keep 
ou are violating all the rules of economics by trying to keep him 4 reco 
usiness. — gigh 
And we are not doing him a service, and we are not doing the indys. | 
try that he is in a service. ; | ee 
Mr. York. I think what is happening, Mr. Hagen, on a lot of they | A 
small farms with small allotments, the farmers have found that t | M 
cannot make a profit on growing a half a bale of cotton. That is why | with 
they are not growing it, that is why this problem has are \ Tike 
With reference to your first point, other areas such as California do 
not have the problems of the small allotments that we have, where | 
we have 46.4 percent of the allotments less than 5 acres and where | 
California has only 6.5 percent. li & 
So in principle perhaps what you say is true, but in actuality jt | fror 
applies, I think, more specifically to our section of the country. tos 
Mr. Hacen. Of course they have the same problem in a different | do‘ 
guise. I mean, maybe a small farmer in California hasn’t 5 ae N 
but 60 acres, but because of the investment in land, the investment in M 
irrigation systems they have to make actually their net profit may | Ell 
not be any larger per bale than the fellow with the 5 acres. N 
And I regret the Agriculture Department has never conta any | that 
cost figures on the production of cotton for all cotton areas. But our | ten 
farmers are hurt by these quotas, too. They would hope to get out , abl 
from under them, and that is why they oppose any proposal which | to t 
perpetuates quotas. bus 
Mr. York. I would like to emphasize I am not suggesting we get | dre 
the little farmer out of the cotton business; I am saying that many I 
of them have found it is not profitable to try to grow cotton at the level me 
they are producing and consequently they are already out, and the 
question is, How can we utilize this acreage efficiently ? out 
Mr. Garutnes. Thank you. f 
Mr. Gitcurist. Mr. Chea ain, I would like the record to show, ( 


please, sir, we have with us our Democratic executive committeeman 
from Alabama, Mr. CharlesMcKay. Weare glad to have him with us. 

Mr. Garutnes. Would you like to have a word to say to us, Mr. 
McKay ? 


STATEMENT OF CHARLES McKAY, DEMOCRATIC NATIONAL 
COMMITTEEMAN FROM ALABAMA 


Mr. McKay. Just that I enjoy being with you. 

Mr. Gitcurist. Thank you, Mr. Chairman. 

Let me say in closing we certainly are appreciative of the time you 
have given us, and this committee feels a very close relationship with 
the chairman in his friendship with our Lieutenant Governor. You 
all have been mighty kind, ina we feel the situation is in good hands. 

We do need action. Summing up, I think in about two sentences, 
our request is not to give the farmer a living, but give him an op- 
portunity in these established agricultural communities to earn a liv- 


ing. 
We have hundreds and hundreds of small communities with no 
industry dependent on a volume income from the cotton dollar as the 








n tech- 
“lently, 
him in ' 


indus. | 


f these | 
it they | 
Is why 

cd, \ 
nia do | 
where | 
where 


lity it 


ferent 

aCTes, 
ent in 
t may 


d any 
ut our 
et out 
which 


ve get 
many 
> level 
d the 


' 
show, | 


eman 
ith us. | 
, Mr. 





AL 


@ you 
with 

You 
ands. | 
ences, 
n Op- 
a liv- 








th no 
is the 





ACREAGE ALLOTMENTS FOR SALE OR LEASE 43 


sole means of survival. In this legislation we ask for an attempt to 
keep that income in that community. That is the reason we have 
recommended it be on a county basis. We are opposed ot the out- 
right sale of the allotment because we feel mainly it would tend to 

rpetuate the present tome and we feel that the true answer 
Fos in the adoption of the Poage bill or similar legislation. 

Again we thank you very much and we appreciate being here. 

Mr. Garutnes. We would like the record to show Mr. Layman is 
with us again. We are proud he came up. I wonder if you would 
like to have a word to say ? 


STATEMENT OF H. M. LAYMAN, DECATUR, ALA. 


Mr. Layman. Mr. Chairman, these distinguished gentlemen here 
from Alabama have done an excellent job. I would like the record 
to show, though, as always, it has been a pleasure to be here and we 
do deeply appreciate the kindness and courtesy of the committee. 

Mr. Garuines. Thank you, Mr. Layman. 

Mr. Huddleston is with us, and other members, Mr. Selden, Mr. 
Elliott, and Mr. Roberts. 

Mr. Grant. I would like the record to show, please, Mr. Chairman, 
that Mr. Huddleston, Mr. Roberts, Mr. Selden and Mr. Elliott at- 
tended the meeting, and I believe that all of these gentlemen and prob- 
ably some of the other members from Alabama have filed a bill similar 
to the ones under discussion here. Congressman Jones is on official 
business out of the city, as is Congressman Raines, Congressman An- 
drews, and Congressman Boykin. 

However, Congressman Jones, Raines, Andrews, and Boykin are 
represented by their secretaries. 

r. GaTuines. And they may file statements, if they so desire, with- 
out objection. 

Any further testimony? If not, we will stand adjourned. 

(Whereupon, at 12 o’clock meridian the subcommittee adjourned, 
subject to call of the Chair.) 


x 
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RICE EXPORT SITUATION 
(Movement Through Public Law 480) 


WEDNESDAY, MARCH 11, 1959 


House or REPRESENTATIVES, 
ComMopiITy SUBCOMMITTEE ON Rick, 
OF THE COMMITTEE ON AGRICULTURE, 
Washington, D.C. 

The subcommittee met, pursuant to notice, at 10:10 a.m., in room 
100-A, George Washington Inn, Hon. Clark W. Thompson (chairman 
of the subcommittee) presiding. 

Present: Representatives Themen of Texas, Gathings, and 
McSween. 

Also present: Mrs. Christine S. Gallagher, clerk, and Mr. Francis 
LeMay, staff consultant. 

Mr. THomrson. The subcommittee will be in order. 

In an effort to find out how Public Law 480 is working, particularly 
in regard to the sale of rice abroad, we have asked the Department 
of Agriculture and the State Department to come here and in a very 
informal manner to trace the history of Public Law 480 as they think 
advisable and desirable for the committee to know. 

Then I would like to have somebody take a typical transaction, 
in a typical foreign country, and trace it from the time that someone 
in that foreign country says: “We are needing rice, we would like 
to have you furnish it,” through all of the process of our Government, 
up to the time that the rice is finally shipped. 

Mr. Clarence Miller, Assistant Secretary of Agriculture, is here, 
and I am going to call on him first, because he has to go to another 
committee hearing at 11 o’clock. 

Mr. Miller, will you tell us as much as you can that will clear up 
in our minds the problem that is perplexing us? 


STATEMENT OF CLARENCE MILLER, ASSISTANT SECRETARY OF 
AGRICULTURE 


Mr. CLarENcE Mitier. Thank you, Mr. Chairman. We welcome the 
opportunity to openly discuss our problems relating to the programing 
of rice, under Public Law 480, and the export seine of rice. 

I will read what isn’t really a prepared statement, but rather a 
summary statement of my thoughts for you, and at the conclusion of 
that we will have Mr. Ray Ioanes and Mr. Horace Davis explain a 
typical operation under Public Law 480, beginning with first how we 
contact the countries desiring rice, and how they contact us, how the 
contractual arrangements are made, and pursue the entire operation 1» 
until the time rice is shipped and the contract is consummated for it. 


1 
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We will be happy to answer any questions that you have. I have 
about three or four pages here which I will read to you, generally 
outlining what our problem has been with rice under Public Law 480, 

This statement will summarize briefly the world rice situation and 
the U.S. position in the world situation and rice operations under 
title I of Public Law 480. 

The programing of rice under title I of Public Law 480 encountered 
some unforeseen difficulties this past fall. During the summer of 
1958, it appeared that rice supplies in major exporting and import- 
ing countries would continue at about previous levels. However, re- 
ports on the situation in Japan in early October, followed by reports 
on Burma, Thailand, Vietnam, Communist China, and India, indi- 
cated higher production than anticipated—in some instances ma- 
terially higher. This had a disruptive effect on world markets. Im- 
porters anticipated a buyers ery with drastically reduced world 
prices. It very rapidly caused (1) a reduction of requirements pre- 
viously stated under preliminary title I discussions, or (2) postponed 
decisions by importers until the market conditions of 1959 could be- 
come better known. 

World production of rice has been increasing to the point that in 
1958-59 it stands at an alltime high of 3.3 billion bags of milled rice, 
with most of the increased production occurring in the Far East. 
This is about 330 million bags larger than the previous year, and about 
550 million bags larger than the average during the 5-year period of 
1950-54. That is almost 18 percent. However, since only about 5 
percent of world production moves in international trade, total pro- 
duction alone does not fully cover an evaluation of the overall rice 
situation. For example, in 1953-54 large surplus stocks of rice were 
built up in principal rice exporting countries, that is, Burma, Thai- 

land, Egypt, Italy, Spain, Brazil, and the United States. In the next 
few years, although total production was increasing, world trade in 
rice drew heavily against these accumulated surpluses, so that at the 
beginning of 1957 the world surplus had largely disappeared with 
the exception of U.S. supplies. 

Beginning in 1950, Communist China emerged as a world ex- 
porter of rice as compared to a prewar importer of about 14 million 
bags annually. In 1957 and 1958, supplies from this area became an 
important factor in the world market, with between 17.5 and 22 mil- 
lion bags of rice being exported in each of these 2 years. Much of 
the rice exported from Communist China is exch: inged for commodi- 
ties for which there are limited world markets. These trade agree- 
ments include 4.4 million bags with Ceylon in exchange for rubber, 

‘22 million with Pakistan for jute and cotton, and Indonesia 3.8 mil- 
lion bags for rubber and tin. 

The supplies of rice moving into export tr ade during 1958 from 
Asian sources, exclusive of Communist China, were reduced materially 
because of unfavorable weather. Improved production levels in 1958- 
59 have now restored export availability in the case of Burma, Thai- 
land, Vietnam, and probably Taiwan : and Korea. The total amounts 
which may move to market during 1959 is expected to equal or possibly 
exceed 1957 levels. 

The 1958-59 rice harvest in India was about 132 million bags larger 
than in the previous year. With this large crop, India is not expected 
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to import any appreciable amount beside the 7.7 million bags covered in 
the long-range agreement with Burma. For some countries imports 
will increase, but in general importers will be inclined to postpone 
commitments for the major part of 1959 to take advantage of any 
reduction in world price levels which may be induced by the overhang 
of Communist China supplies. 

While half the world’s population depends on rice for their cereal 
requirements, the major volume of consumption as well as production 
lies in the Asian area. Exporting countries in this area also account 
for 40 to 50 percent of total world trade. In the utilization of U.S. 
rice surpluses, the Asian area ranks No. 1 in importance and the situa- 
tion there will directly affect the liquidation of our surpluses. 

Under present conditions, the Asian markets are cut off from com- 
mercial marketings for dollars. The large exports to Japan in 1953 
through 1955 are no longer possible because of three successive bumper 
crops which have reduced Japan’s imports of rice from a postwar high 
of 35 million bags to less than 11 million. Other Asian markets will 
not pay the premium for high quality of U.S. rice which is paid by 
some of our traditional markets. With a shortage of dollar exchange 
and a high freight rate to markets halfway around the world further 
complicating the situation, rice cannot move to Asia without special 
programs such as title I of Public Law 480. Even with special pro- 
grams, the response is tempered by existing trade agreements. There- 
fore, there is a tendency for importing countries to accept title I pro- 
grams only when supplies available in that area cannot meet their 
requirements. 

There is also a seasonal factor that materially affects the movement 
of U.S. rice particularly to the Asian area. enaulin rice crops in 
Asia are harvested in December and January in both importing and 
exporting countries. This results in a flush of supplies each year from 
January through July. 

To illustrate, India has just harvested a record crop. This does not 
mean that imports will not occur in 1959 but India recently declined 
an offer of 3.3 million bags under title I. During the winter and 
spring months, India will have the problem of collecting and storing 
22 million bags from domestic producers. The question of how much 
will be imported from Burma under the previously mentioned agree- 
ment will have to be decided. India may need additional rice, par- 
ticularly if early reports on the 1959-60 crop are less favorable than 
they were for the previous season. 

The seasonal factor limits the possibility of moving U.S. rice for 
the next 6 to 8 months because of the temporary supply situation of 
importers and because of the possibility of lowered price through the 
volume of Communist China rice that may or may not be offered. 
Major exporters naturally will oppose movement of rice under U.S. 
programs until their sales are developed for the same reasons that 
importers are not anxious to execute agreements. 

Thus far in fiscal year 1959, a total of 2.1 million bags of milled 
rice has been shipped. These quantities were carryover shipments 
from title I agreements signed in fiscal year 1958. Four title I agree- 
ments have been signed in fiscal year 1959 which include about 1.3 
million bags of rice. These are agreements with Pakistan for 1.1 

million bags, Turkey for 110,000 bags, Iceland for 15,000 bags, and 
Israel for 88,000 bags. 
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Purchase authorizations have been issued for all of the rice ip 
the above agreements and some of it has been purchased. 

Thus far, only two other countries, Ceylon and Indonesia, have 
requested rice under title I. These programs are now in negotiation, 

A number of additional countries have been offered rice, but so far 
this has not resulted in much interest on their part. 

It is expected that other title I programs to be developed and 
negotiated in the current fiscal year will contain some rice. Also, 
it is possible that some of the countries mentioned above may be able 
to take additional quantities of rice under title I. In the total picture, 
however, it seems evident that rice shipments under title I will be 
limited in fiscal year 1959 because of the present world rice situation. 

Now, that is a brief summary, Mr. Chairman, of the world situation 
in rice, and the limiting factors that are causing less quantities of 
rice to be programed under Public Law 480 than we in the Depart- 
ment of Agriculture would like to see programed. 

Mr. THompson. Well, it all sums up to the fact that you just do 
not have the customers, if I understand you correctly. 

Mr. Ciarence Mriizer. There is just a tremendous crop of rice in 
Asia that is moving under trade agreements that are more favorable 
than even title I might be. 

Mr. Tuompson. There is a question that is going to come up sooner 
or later and we might as well trot it out now and get an answer to it, 
Is there any tendency, at any stage of the game, to ship some other 
grain rather than rice to a country that is predominantly a rice- 
eating country ? 

Mr. CLARENCE Miter. We have not attempted to change diet habits 
by forcing other grains, as a prerequisite to title I, Public Law 480, 

Now we have, of course, Mr. Chairman, as I have explained to 
some of our producers, the problem of having to, within the overall 
limitations of funds for title I, Public Law 480, analyze the problems 
that are facing us in all other commodities, namely, the feed grains 
and food grains—that is what we are talking about here—and some- 
how prorate a request that will, within the overall budgetary au- 
thority, enable us to better manage our inventory of surplus com- 
modities. 

Now, this is true when we are up to the maximum of our budgetary 
authority. This year we have not approached that, Mr. Chairman. 
We are progressing rather well, we think, in our overall program- 
ing, under our authorization, of $21, billion, but we still have the 
ability and the latitude to accept just about any offers that are tend- 
ered to us, as long as they are good, valid offers that come within the 
scope of Public Law 480, and we are able to program, and are seeking 
actively to program agricultural commodities in the quantity that 
these countries request and we are attempting, in the case of rice, to 
see that if they won’t accept more than, in some instances, they have 
requested. 

I made a statement a moment ago that there is a possibility of in- 
creasing the quantities of rice taken by some of these countries who 
have already signed agreements. It might be of interest to the com- 
mittee, Mr. Chairman, for me to read the world production, a few 
figures on world production on rice. 
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The average, 1935 to 1940, total world production, was 113 million 
metric tons. In 1950 to 1955, it was 120 million metric tons. In 
1955-56, it was 130 million metric tons. In 1956-57, it was 133 mil- 
lion metric tons. In 1957-58, it was 129 million metric tons, down, 
and in 1958-59 it is up to 148 million metric tons. 

If you would like, for the record, Mr. Chairman, a breakdown by 
importing and exporting countries, their production and their im- 

rts, we will leave this with you. 

Mr. Tuompson. Without objection, the record will reflect those 
figures at this point. _ 

(The document mentioned is as follows :) 


Rice production—Worldwide and by selected countries, milled rice equivalent 


[Millions of metric tons] 























| | Crop year— 
Average, | Average, s4 ad 
1935-40 1950-55 
| 1955-56 | 1956-57 | 1957-58 | 1958-59 
| 
Total, world aed | 113.0 120.0 130. 0 133.0 129.0 148. 0 
Importing countries: | 
Ceylon 03 | 0.4 0.5 0.4 0.4 0.5 
India ‘ 23.0 | 25.0 | 28.0 29.0 25.0 31.0 
Indonesia... 6.0 | 7.0} 8.0 8.0 8.0 | 8.0 
Japan ; . 9.0 | 8.0 10.7 9.5 9.9 10.4 
South Korea -- 2.0 | 2.0 2.0 2.0 2.3 2.4 
Pakistan gine 7.0 | 8.5 7.3 9.2 8.6 8.9 
Philippines i | 1. 4 | 2.0 2.2 2.2 2.1 2.3 
Exporting countries: 
Burma. . agian 5.1 4.2 | 4.3 4.7 3.9 5.4 
Mainland China_-- eile 43.1 40.6 | 44.2 44.0 45.5 54.7 
South Vietnam. -. ; ‘ 2.1 | 1.5 1.8 2.0 1.9 2.0 
Taiwan +12 1.4 1.6 1.6 1.6 1.6 
Thailand 2.9 | 4.6 4.9 5.5 3.8 4.8 
! | 


Mr. Tuompson. Mr. Gathings, do you have any questions? 

Mr. Gatuines. I would like to ask the Secretary what was the date 
that you assumed your position as Assistant Secretary of Agriculture ¢ 

Mr. CLarence Miter. I think it was about the 18th of December, 
Congressman Gathings. 

Mr. Garuines. Now prior to that time, what was your title in the 
Department of Agriculture ¢ 

Mr. Crarence Miuiker. I was the Associate Administrator of the 
Commodities Stabilization Service, which of course has the imme- 
diate responsibility for the management of the inventory and sales 
of surplus agricultural commodities, including rice. 

Mr. Garuines. Now as Assistant Secretary of Agriculture, you 
have the responsibility, under Public Law 480, title I, over the dis- 
position of agricultural commodities and also you are over the for- 
eign agricultural service. That is under your jurisdiction, is it not? 

Mr. Crarence Miiier. That is correct, yes, sir, and I am also a 
member of the Board of Directors of the Commodity Credit Cor- 
poration, which governs policies relative to the disposition of 
surpluses. 

_Mr. Garutnes. How much do you figure of the total production of 
rice, taking into consideration the present yield, that is, the 1958 
yield, has to move into export channels if we stay in the business of 
producing rice ? 
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Mr. Ciarence Mitier. I am going to refer that question to Mr, 


Davis, Mr. Chairman, and Congressman Gathings, if you don’t mind, 


Mr. Tuompson. That is perfectly all right. Go ahead, Mr. Davis. 

Mr. Crarence Minter. Mr. Pulvermac her I meant, who is with the 
Commodity Credit Corporation, office of the Administrator. 

Mr. Garuines. I wonder if we could not get the production records 
in this country for the past 2 or 3 years and put the figures in the 
record at this point? 

Mr. Putvermacuer. I am afraid I may not have those with me, but 
certainly we can obtain them and make them available for the record. 

Mr. Crarence Miter. I think if the C ongressman would like, for 
the purpose of discussion, if you could just give an estimate, approxi- 
mately. It is not that he wants to tie you down for any specific 
quantities. 

Mr. Putvermacuer. If I may just check something for a minute, 

Mr. Ioanzs. Let me try to help you. In the planning that was 
done for this year, the estimates that we worked out together, in the 
Department, for total rice exports under all programs, including sales 
for dollars, was in the neighborhood of about 18 million bags of rice, 

Mr. Garnines. Is that milled rice? 

Mr. Ioanes. Yes, sir. 

Mr. Garurines. 18 million bags, and that in metric tons would be 
approximately what, Mr. Ioanes? 

Mr. Ioanes. That would be about 850,000 thousand tons. 

Mr. Gatuines. What has been the consumption in the United 
States, on the average, in the past 2 or 5 years ¢ 

Mr. Ioanes. I would guess around, on milled rice, 19 or 20 million 
bags. But we have some experts here. 

Mr. Purvermacuer. I have the tables here now. On the domestic 
side, rough basis, it ran around 27 million for 1957-58. In 1956-57 
it was about the same. In 1955-56. 29 million; 1954-55, about 28; 
2514, 1953-54. 

Mr. Ioanes. Those are rough figures ? 

Mr. PuLveRMACHER. Yes, sir. 

Mr. Ciarence Miuier. That is not too far off from the amount we 
had programed for export. 

Mr. Putvermacuer. Now this is all domestic utilization, including 
feed, seed, and loss. 

Mr. Garuines. How much rice, usually, has been going to Cuba 

Mr. Riveneuren. It has ranged, sir, in the last 3 years from 3% 
million bags of milled to as high as about 4.2. 

Mr. Garuines. 314 million bags to— 

Mr. Rivensuren. To 4.2. 

Mr. Garuines. What do you anticipate that Cuba will take in the 
current year ? 

Mr. Rivensuren. Right around 4 million. 

Mr. Garuines. Now it all adds up to being true and a fact that 
we have to move some 45 percent of our rice into export, if the farmer 
is going to continue to grow that rice, in line with that acreage that 
the 1958 act provided for. Is that about right? 

Mr. Crarence Miter. That wouldn’t be too far off, as an estimate, 
I would say, Congressman. 

Mr. Garuines. Now from these figures that I have before me here, 
it does not look like we are attaining anywhere near that goal. Let’s 
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see now. I believe you stated that the agreement with Pakistan in 
November 1958 called for 50,000 metric tons, Is that right? 

Mr. CxLareNce MILier. Yes, sir. 

Mr. Garurines. And Turkey 5,000 metric tons of milled rice in 
February 1959, and Iceland 700 metric tons. 

Mr. CLARENCE MiiiEr. Yes, sir. 

Mr. Garuines. And that would be a grand total of 55,700 metric 
tons in the current year that would be disposed of ? 

Mr. Criarence Miter. There is also 4,000 metric tons to Israel in 
there. 

Mr. Gatuines. So that would make 59,700. 

Mr. CLarence Miuier. Yes, sir. These are new agreements you are 
talking about ? 

Mr. Gatuines. That is right; the agreements that have been entered 
into. 

Now the time is running out in this fiscal year, and it seems to me 
it is getting down now where you are going to have to think about 
takeover and also a new crop is being planted. I just wondered what 
held up the movement of rice to these countries that asked for particu- 
lar quantities of rice. 

Mr. CLARENCE Mitter. I think India would be a good example. 

Mr. Gatuines. Let us take India; yes. 

Mr. CLarence Miiuer. It being much the larger of our prospects. 

I would like Mr. Ioanes to start out with the first negotiations that 
we had, he being on the ground from the start, the first negotiations 
that we had, and progress. 

Now if there is anything you would not like to have on the record 
because of the negotiations, the Congressmen will understand. You 
might tell about that off the record, if you care to. 

Mr. Ioanrs. Let me stay on the record and if I come to the point, 
Mr. Chairman, where I think we ought to go off the record, I will so 
indicate. 

Actually the rice offer that was made to India this past year re- 
sulted from a carryover request that dated back to July of this past 
year. We offered India 150,000 tons. 

Mr. Garuines. How much did India ask for originally ? 

Mr. Ioangs. 500,000 tons. 

Mr. Garuines. When did they say they would require 500,000 tons? 

Mr. Ioanzs. In July 1958. 

Mr. Gatuines. Now you offered them 150,000? 

Mr. Toanes. Yes, sir. 

Mr. Gatutnes. And wasn’t the whole 500,000 available? What did 
you want to do, take care of some of these other countries, or what? 

Mr. Ioanes. Well, the authority to enter into new agreements was 
signed by the President on September 6, 1958, so that for the period 
from July onward there was no authority to sign agreements with 
anyone. When that law was extended, then we were able to go ahead. 

As the Assistant Secretary has said, in programing, we have targets 
for the different commodities in terms of what we think can be done in 
the different programs, of which title I is only one factor. And the 
target figure, the figure we thought we could reach at that time, was 
around 300,000 tons, asI recall it. 

Now, of that amount, 150,000 tons was offered to India. Now, off 
the record, if I may. 
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Mr. Tuomeson. Yes. Off the record. 

(Discussion off the record. ) 

Mr. Tuompson. On the record. 

Mr. Garutnes. I just wondered, Mr. Ioanes, whether or not the 
failure on the part of Congress to extend Public Law 480 expeditiously 
did have an adverse effect on your negotiations with India? 

Mr. Ioanes. Sir, I would say that 

Mr. Garuines. Or, it wasn’t a failure on the part of Congress really, 
but a delay on the part of Congress. 

Mr. Ioanes. I don’t want anybody to misunderstand the construe- 
tion. It was a factor, but not the major factor. I would say this 
much, it would have been better, in our programing of everything, to 
have the authority continue currently instead of expiring as it did 
from July until the signature by the President. But this applies to 
everything, and not particularly to this deal. 

Mr. Garutnes. But the legislation was moving, though, it had 
passed the Senate, and hearings were held in the House, lengthy hear- 
ings, and it was to move onto the floor in a short time. 

Mr. Ioanes. That is right. 

Mr. Criarence Miizer. I do not think anyone had any doubt but 
what we would have Public Law 480 legislation, but we were still 
unable to make commitments and firm contracts and sew up the deal, 
in other words. 

Mr. TuHompson. But you could and did move up to that point? 

Mr. Criarence Miiier. Yes, our negotiations did not cease. The 
formalities of signing and clinching the agreements, of course, were 
not possible. 

Mr. Garuines. If you fellows had said you needed quick action, I 
think you would have gotten quick action. We were tied up on the 
matter of moving our surpluses for barter, if you recall. 

Mr. CLARENCE MILLER. Yes, sir. 

Mr. Tuomrson. Do you want to go back off the record, Mr. Ioanes? 

Mr. Ioanes. Yes. 

(Discussion off the record.) 

Mr. THomeson. On the record. 

Mr. Ioanes. As I said before, the amount we offered them was 
150,000 tons. About this time the Indians themselves got to feeling 
that they were going to have a better rice crop. This started to come 
into us informally. By January it was very clear that they were 
going to have a rice crop about 6 million tons larger than the previous 
year. They have the stated aim, for the first time in years, of building 
up a stockpile of their own rice of 1 million tons. 

Now this is the figure that Clarence referred to in his testimony of 
22 million bags. This, to them, is a very sacred objective. We have 
tried to get them to take rice; we have had a lot of help in this process; 
everybody has been interested in pushing it. But at the moment they 
are simply not interested in even giving the appearance of taking rice 
from the United States, at the time this large crop of theirs is moving 
through the marketing stream, from the farmers’ hands. 

This request is not dead. We continue to keep it alive. We think 
that before we move to another season—and their years roughly run 
on a calendar basis instead of on our crop year basis—we are very 
hopeful that we can get this 150,000 tons of rice into India. But we 
know of no way to force it in. 
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Mr. Garurines. Now, you did enter into an agreement with India, 
Mr. Ioanes, last fall ¢ 

Mr. Ioanes. Yes. 

Mr. Gaturnes. And what did it call for? 

Mr. Ioanes. It called for wheat. It was roughly 3 million tons 

reat. 
om Cruarence Minier. Mr. Chairman, I would like the record to 
show what date that Indian contract was signed. 

Mr. Ioanes. It was signed September 26. 

Mr. Gatrines. Now they like rice in India; they have been eating 
rice; they are accustomed to eating rice through the years? 

Mr. Ioanrs. Yes, sir; there is no question about that. 

Mr. Garuines. I realize that we have wheat, too, in our coffers. At 
the same time, we have an awful lot of rice on hand, and they have 
wanted 500,000 tons. 

Mr. Ioanes. By September 26, or shortly before that, they had 
changed their position. By September 26, in other words, by the 
time that agreement was signed here in Washington, the Indians were 
not interested in that quantity of rice. 

Mr. Garuines. But they were interested in rice, as they had been 
earlier in the year? 

Mr. Ioanes. Well, the request that came in that was acted on was 
from the Indian Government for 3 million tons of wheat, and at that 
time the only thing they wanted to handle, in that agreement, was 
wheat. And I think we made it known to anyone who was interested 
that while we could not get rice into that agreement, we would try to 
get rice in an amendment to that agreement as soon as we could. 

Mr. Garuines. We all recognize that you are honorable people 
and you are trying to move these things. We just want to look at 
the record. 

Mr. Ciarence Miuver. Unfortunately by September 26 they were 
able to evaluate what their own production would be and that became 
a pretty known factor to them, or at least they had enough indications 
that they were about to harvest a pretty good sized rice crop in India 
and that, I think, is one of the factors. 

Mr. Ioaners. I think it is a factor. Basically the Indian position at 
that time was that the one commodity that they wanted to take, in a 
hurry, was wheat. And it was known to them we would be pressing 
for rice in a subsequent agreement, but we were not in a position to 
hold that one up to insist that rice be included. 

We have been trying ever since to get rice in an amendment. 

Mr. Garuines. How was that wheat agreement consummated ? 

Mr. Ioanrs. It was negotiated here in Washington. 

Mr. Garuines. Who sat in on the conferences? What are the me- 
chanics of the operation ? 

Mr. Ioanrs. This was a fairly unusual agreement in the sense that 
it was done in as quick a time as I have seen any agreement handled. 

Now, off the record. 

Mr. Tuompson. Off the record. 

( Discussion off the record. ) 

Mr. Tompson. On the record. 

Mr. Garuines. Does the Agriculture Department work amicably 
with the State Department in these transactions and negotiations? 








10 RICE EXPORT SITUATION 


Mr. Ioanrs. We work very well with them, We have our differences 
of opinion, but I think by and lar ge we work them out very well. And 
we have Mr. Gabbert here with us today and his job is to help us move 
along with our programs and he acts as a bridge with us to make sure 
we are not acting contrary to the best interests of the United States, 
By and large, sir, I would say we are getting along very well and we 
think we have the resources to iron out these problems, if they get too 
difficuit. 

Mr. Tuomrson. Pardon me just a moment. Mr. Miller, if it is your 
time to go, please feel free to do so. Come back if you can. 

Mr. Cuarence Mitier. Thank you, sir. I am sorry I have to leave, 

Mr. Tuomrson. Who is going to sit in your shoes? 

Mr. Crarence Mruier. I will have Mr. Ioanes assume the chair- 
mansh ip of our group here. 

Mr. THompson. For the benefit of those of you who are here, I would 
like this morning, as soon as we can, to hear from the industry, the gen- 
tlemen who have come here from far aw: vy to testify, and they are most 
welcome to stay through the hearings, and we prefer that they do. For 
my own sake, I would like to go ahead and run this thing through to 
noon and then we will have to close and go onto the floor. Then I want 
to digest it, I want to discuss it with some of the industry and some of 
my lladintahts ‘on come back here tomorrow morning. That is the 
general plan. 

Mr. Criarence Mitier. I am sorry, Mr. Chairman, that I am not 
going to be here to hear the industry speak. We have, I think, very 
good - working relationships with the rice industry, as we do with most 
other producing industries and this is a problem that we have both a 
mutual stake in, and I want to assure you again that the Department 
wants to do all it possibly can to export the maximum amount of rice 
that we can export and program the maximum amount we can program 
under title 1. 

Mr. Tuomrson. Can you come back tomorrow morning ? 

Mr. CLarence Miter. Yes, sir. 

Mr. Tompson. Fine. Thank you. 

You may proceed now, Mr. Gathings. 

Mr. Garuines. I would like to ask Mr. Ioanes to give us the 
Pakistan picture, just how the Pakistan request was brought to your 
attention, and just what was done in a chronological way. 

Mr. Tompson. Are you talking about last fall? 

Mr. Garurnes. Yes, on Pakistan. 

Mr. Ioanes. Mr. Chairman, and Mr. Gathings, Pakistan asked for 
about 150,000 tons of rice. 

Mr. Garuines. They requested 150,000 4 

Mr. Tuomrson. That was in 1958 ¢ 

Mr. Ioanes. Yes. That was in the summer of 1958, as I recall, 
either in late July or in August. 

Mr. Garuines. You know, when the news gets out, Mr. Ioanes, 
to the industry that a countr y see sks 150,000 tons or 500,000 tons, why, 
they say, “My goodness alive, if we can move 500,000 tons, our troubles 
are over.” 

Mr. Ioanes. Yes, news works both ways, Mr. Congressman. We 
wish that the rumors they—well, we wish some of the rumors that go 
out were true and wish that some were not true. I think we have had 
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more misinformation circulated on what is happening on rice in the 
last few months than on any commodity in my years of experience 
with the Department, rumors of agreements about to be signed to- 
morrow, rumors about how eager the world was for our rice. I think 
we have had the same problem that you in the rice industry have had, 
in ferreting out the useful information that appeared in advance 
from sources that I think might have been reliable in some cases, but 
certainly were not in others, ferreting out what was the fact about 
those things and what was fiction. 

Mr. Garuines. We realize that there is an awful lot to consider, 
that they can change their minds, or something of that nature. But 
at the same time, the mere fact that they had in mind obtaining from 
us, under title I, 150,000 tons—that is a sizable quantity of rice. 

Mr. Ioangs. Yes, sir. 

Mr. Garuives. Now will you proceed and give us step by step just 
what transpired with regard to that transaction 4 

Mr. Ioanes. Yes, sir. That request was presented to the Inter- 
agency Staff Committee, which is the Committee within the Gov- 
ernment that passes on all these proposals, and was approved in 
October. 

Mr. Garuines. Who is on the Interagency Committee ? 

Mr. Ioanrs. That includes most of the departments either having 
concern with the commodity side of the program or the currency side, 
and they include Agriculture as chairman, State Department, Inter- 
national Cooperation Administration, Treasury Department, Export- 
Import Bank, Commerce Department, Defense Department, and 
Office of Civilian Defense Mobilization. 

Mr. Garutines. I see. How often does that interagency staff group 
meet / 

Mr. Ioanrs. At least once a week, and during the past fall they 
were meeting twice a week. 

Mr. Garnrnes. And Agriculture provides the Chairman of that 
group ¢ 

Mr. Ioanes. Yes, sir. 

Mr. Garurines. Who is the Chairman ? 

Mr. Ioanes. The chairman of that Committee is Mr. Patrick 
O’Leary, who is the Assistant Administrator of the Foreign Agricul- 
tural Service for Market Development. 

Mr. Gathings, I even hesitate to mention this correction, but the 
amount that Pakistan asked for was 50,000 tons, not 150,000 tons. 

Mr. Garutnes. That is quite : a difference , yes. 

Mr. Ioanrs. A very significant change, and I apologize for mis- 
leading you, and if you want to change the record to reflect this, I 
cert: inky would understand. It is my “fault. for misleading you. 

Mr. Tompson. Do you wish to correct your remarks ? 

Mr. Toanrs. It was really my misleading statement that led Mr. 
Gathings to go on with a line of questioning. 

Mr. THomrson. Off the record. 

( Discussion off the record.) 

Mr. Tuomrson. On the record. 

Mr. loangs. To go on from there, if you like, that agreement was 
signed in Karachi on November 26. 

Mr. Gatruines. For that full 50,000? 
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Mr. Ioangs. Yes, sir. 

Mr. Gatruines. If you had that much luck in all these others it 
would be marvelous. 

Mr. Ioanes. That is a very good statement. That is right. 

Mr. Garuines. Let us take about Indonesia now. What about 
Indonesia? What did they request? What did that Government 
want in rice? 

Mr. Ioanes. Indonesia asked for 150,000 tons. Now we come to 
the situation I described before. Indonesia did ask for 150,000 tons, 
They were offered 50,000 tons, and that amount is now in negotiation. 

We had hoped that by today we could bring you some good news 
about it, but unfortunately we cannot, namely, the signing of it. We 
are very hopeful that without interferring with the signing of this 
agreement, so we can get it out of the way, it may be possible to offer 
this country an additional amount of American rice during the cur- 
rent season. 

Mr. Garuines. That has been tied up for some weeks then; has it 
not ¢ 

Mr. Ioanes. Yes, sir. 

Mr. Garuines. What seems to be the trouble? 

Mr. Ioanrs. Can I go off the record on this one ? 

Mr. Trrompson. Yes. Off the record. 

( Discussion off the record. ) 

Mr. Tuompson. On the record. 

Mr. Garutnes. Is that the negotiation that it was alleged that some 
mill in this country had caused some trouble in carrying it through? 

Mr. Ioanes. Yes, this is the agreement where it was alleged that an 
American firm was interested. However, that report is untrue. That 
was one of the reports that helped confuse the issue. Off the record? 

Mr. Tuompson. Off the record. 

( Discussion off the record. ) 

Mr. Tuompson. On the record. 

Mr. Toanes. It is true that there were some problems relating to 
the marketing of flour of other countries, namely, Australia, in con- 
nection with the flour component in this agreement. But these were 
problems within the U.S. Government and there was no consultation, 
there were no discussions with anybody in the flour trade. They had 
no influence on it. This was settled some time ago. 

Mr. Tuompson. Are we back on the record now / 

Mr. Ioanes. Yes. 

Mr. Tuompson. Off the record a moment. 

( Discussion off the record. ) 

Mr. THompson. On the record. 

Mr. Ioanes. I should like to offer an explanation which the boys 
that work on this more closely than I do will help both the Congress- 
men and myself understand what we were talking about before, 
namely, Pakistan. 

In Febrvary of 1958 there was word that came out of Pakistan, not 
a request, but word that came out of Pakistan, perhaps it got in the 
newspapers, or was a result of a conversation between a Pakistan offi- 
cial and our attaché, that they were thinking of requesting 150,000 tons 
of rice for delivery after July 1. But when the request came in, it 
was for 50,000 tons. SoI was half right both times. 
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Mr. Garuines. I see. Thank you. 

Mr. Tuomrson. Have you finished, Mr. Gathings ? 

Mr. Garuines. For the time being. I would like to ask more ques- 
tions later. 

Mr. Tuompson. Before we break this off, and I ask some of the in- 
dustry to take the stand, last fall—I will have to be a little vague about 
this, because I am relying on my memory—but last fall there was a 
series of articles in the Washington Star about the Korean situation, 
and what sticks in my mind is that they pointed out how malnour- 
ished the Koreans were, how badly they needed food that we would be. 
in a position to furnish them. Rice was specifically mentioned. 

The rice did not go to Korea, as a result of that, so far as T know. 
Do you remember what I am talking about? Can you shed some light 
on it ? 

Mr. Ioanes. I think I do, and Mr. Davis, you correct me, didn’t 
we offer some rice to Korea ? 

Mr. Horace Davis. We urged them to take rice. 

Mr. Ioanes. There was some California rice that was sitting around, 
and all of us were worried about it, and you can never insist that a 
country do what you like, but we did present forcefully the advisa- 
bility of their taking some rice from the United States, and they turned 
us down cold. 

Mr. Tuompson. What did they take in place of it, do you recall ? 

Mr. Ioanegs. At that particular time I am not sure I can answer 
youonthat. Did they take anything, Mr. Davis? 

Mr. Davis. Not in lieu of rice. They took some wheat; I think that 
was the biggest item on the program. 

Mr. Toompson. They did take wheat ? 

Mr. Davis. Yes; but they said they had enough rice to meet their 
own needs, that they did not need any more. 

Mr. Ioanes. Mr. Chairman, Korea presents a particular problem 
for us. Korea used to be an exporter of rice, and in the last few years 
she has been making signs that she would like to become an exporter 
of rice again. And this gives us great concern, whenever we take a 
look at. that country, because there is no question but that there is need 
in that country. On the other hand, it is difficult to put commodities 
into a country, an ene country, where the people don’t neces- 
sarily have the most desirable diet, and then have that same country 
export foodstuffs of a similar type. So if Korea were to start ex- 
= rice, it could give us great trouble in supplying them with any 

ind of grain, whether wheat or rice or anything else, because the pur- 
pose of this program is to help them with their consumption and not 
to help them export. 

Mr. Tuomrson. Before you go, I want to give Mr. McSween, our 
new member of this subcommittee and of the Agriculture Committee, 
an opportunity to ask such questions as he may desire. He comes from 
Louisiana, and it goes without saying that he has a very deep interest 
in this matter. . 

Mr. McSween. I appreciate that, but I think I will withhold any- 
thing until tomorrow to give the industry a chance to be heard. 

Mr. THompson. Very well. Thank you very much, Mr. Ioanes, and 
if you will stay with us, we will appreciate it very much. 

Mr. loanes. All right. 
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Mr. Tuompson. We have Mr. Claude R. Miller with us, of Comet 
Rice Mills, Dallas, Tex. 

Mr. Miller, I believe you have a statement. If so, we would be 
very happy to hear from you now. 


STATEMENT OF CLAUDE R. MILLER, OF COMET RICE MILLS, 
DALLAS, TEX. 


Mr. Craupe Miuuer. Thank you, Mr. Chairman. I have a written 
statement that will take about 6 minutes to read, so may I read it into 
the record ? 

Mr. THompson. Yes; however you wish to do it. 

Mr. Craupre Miter. If I may, please sir, permit me to express my 
gratitude to Chairman Clark Thompson for the invitation to offer 
our views here. 

I also want to express my appreciation to the other members of this 
committee for their kindness to us. Mr. Gathings has always been 
most gracious and we more or less belong to his district too, because 
we have mills in his district in Arkansas. 

Mr. GAruineos. That is correct. 

Mr. Cuavupe Mirter. I feel certain I express the attitude of all my 
countrymen in saying thank you for the great work you are doing for 
all of us. 

I would also like to say, Mr. Congressman McSween, that we havea 
mill in Louisiana, so we are among your constituents, too. 

The following views that I express are my own. I speak only for 
myself and for Comet Rice Mills. 

For a number of years, the United States has produced practically 
twice as much rice annually as is needed to meet domestic require- 
ments. Acreage controls have limited the acreage, but have failed to 
proportionately reduce the harvest. Since 1954, from one-third to 
one-half of the annual rice crop has been burdensome and expensive 
surplus because price supports so increase the selling price of U.S. rice 
that it could not compete in the world markets. Surpluses in recent 
years have been moved under Public Law 480, barter, and certain other 
programs that have been effective only at a great expense to the 
American taxpayers. 

A catastrophe was narrowly averted in the summer of 1958, when 
this subcommittee’s leadership, the fine work of the U.S. Department 
of Agriculture, the efforts of rice millers and producers, and others 
were all combined in a common endeavor to enact a law that kept the 
acreage control and fixed certain price supports for a 3-year period. 
All who participated are to be commended. We are particularly 
grateful to this subcommittee for its great work. Had this emergency 
legislation not been pushed through, U.S. rice would have suffered a 
major disaster. While recognizing the true work of this united en- 
deavor, it must be realized that this was an emergency measure that 
left the surpluses still with us, and left unsolved the major problems 
facing rice growers, processors, distributors, and users. 

There are two basic rice problems: One is the immediate emergency 
facing rice today ; the other, the absence of long-range planning. 
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IMMEDIATE EMERGENCY 


The lack of planning—long-range planning—appears to be one of 
the principal reasons for the immediate emergency we must solve at 
this time. The present payment-in-kind program a: rs in theory 
to be an adequate way to move surplus rice under Public Law 480 and 
barter programs, but unfortunately there has not been enough prac- 
tical experiencec with the program to tell yet, despite the fact that the 
take-over date when the Government must buy the 1958 crop is only 
a week away. It is conceded that for the payment-in-kind program 
to have worked as planned, it should have been in effect in September 
of 1958. 

Here is the timetable, and how it has worked. This program was 
first discussed in May of 1958. Rice millers and producers were told 
it would probably be effective by July or August, so that the 1958 
crop, harvested in the fall, could be moved under this program, and 
thus not go into the Government shelters. Certain oo was 
expressed by some rice people. That may have caused some, or all, 
of the delay. At any rate, if the program was to have been properly 
effective, it should have been activated in September of 1958, so 
rice could have moved before the Far Eastern harvests and the U.S. 
Government could have avoided taking the surplus into storage. 
Instead, the program was not formally announced until December 12, 
1958, and the first purchase authorization was not made until January 
15, 1959. At the time this is being written (Sunday night, March 8, 
1959), only three purchase authorizations have been issued, so far 
as I know, two to Pakistan and one to Turkey. The amount of rice 
that each of the two countries has purchased so far is negligible in 
comparison with the surplus. 

Due to the timing, this payment-in-kind program has failed, so far, 
to bring the producers any notable relief. It has failed to use the 
idle mill facilities that were available in September, October, No- 
vember, December, January, February, and March. Now unless 
the payment-in-kind program becomes exceedingly active, the surplus 
rice will flow into Government shelters, just as it has in previous 
years. If the purchase authorizations are issued promptly, and if 
the importing-countries actually use the Public Law 480 funds al- 
located to them, the 1958 rice surplus can still be moved in time to 
make room for the new crop that will begin to be harvested in 
August, but the long delays in putting the rice payment-in-kind pro- 
gram into effect will probably make the task of disposing of the 
1958 crop much more difficult. 

I am certain that most rice millers, the officials of the U.S. Depart- 
ment of Agriculture, the Congress, and others have worked diligently 
to move the rice payment-in-kind program along as rapidly as they 
could. Possibly, when the program becomes effective, if it is so con- 
ducted that the rice surplus can move, and if it is continued without 
frequent radical changes, it may become a practical means of dispos- 
ing of rice surpluses. 

The need is for action now. There should be purchase authoriza- 
tions issued for the equivalent of at least an additional 200,000 metric 
tons of rice now, if the 1958 surplus is to be milled and shipped be- 
fore the new crop is upon us. 
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LONG-RANGE PLANNING 


Our second problem is the absence of an overall plan for rice. On 
a long-range basis, it would appear that the only hope for a solution 
for our rice surplus problems, and for the “triple troubles”—(1) con- 
trols, (2) price supports, and (3) rice prices—lies in some thoughtful 
planning with reference to the whole world rice situation. Rice pro- 
ducers and rice millers recognize the need for long-range plans for 
rice.. Recently I prepared a pamphlet asking “Should There Be a 
World Plan for Rice?” A copy of that pamphlet is attached hereto. 
I respectfully request that the contents of that pamphlet be included 
in the record of this hearing, and I earnestly request each member of 
this subcommittee and all the Members of Congress to give the ques- 
tion their careful consideration. 

Mr. THompson. Without objection, that pamphlet will be included 


at this point in the record. 
(The pamphlet is as follows :) 


SHouLD THERE Be A Wori”p PLAN FoR RICE? 


Rice is the most important food in the world; rice supplies the major food 
requirements for more than one-half of the world’s population. 

In 1840, rice production in the United States was only 842,530 hundredweight. 
The production had grown to 47,038,000 hundredweight by 1958, vet there was 
no more overall planning in 1958’s production than there had been back in 1840. 

Is better planning necessary, desirable, and practical? Before attempting to 
answer that question, suppose we look at the chaos that has resulted from in- 
adequate planning. 

SCARCITIES AND SURPLUSES 

Since its inception, American rice has, in most years, had adequate markets 
only during emergencies. Generally, in time of peace and prosperity, rice pro- 
duction has glutted the market; prices have fallen; mills have been bankrupted; 
and rice people have suffered. Usually only during the travail of wars and 
famines have rice producers and processors been paid adequately for their efforts. 

During World War II, American rice farmers and millers courageously met 
their country’s call for increased rice production, but when the foreign coun- 
tries that were saved by the war returned to productive capacity afterward 
they quickly cut rice prices and preempted world markets. This left U.S. rice 
producers and processors with millions of dollars of investment that lay idle 
and rusting because of cutthroat competition from abroad. 

Legislation was hastily enacted to ease the loss for producers, but it did little 
for the millers who had millions invested in idle mills. 

On July 1, 1959, total U.S. Government funds in farm commodities will total 
$9 million. This is more than the cost of operating the U.S. Government from 
its inception through 1875, and during that time three major wars were fought. 
During the present fiscal year, the net outlay for farm stabilization programs will 
be nearly $514 billion—and that staggering sum is for 1 year only. 


WHILE LC ROSE, RP FELL 


The Kice Journal, volume 61, No. 4, carried a report we prepared, entitled “The 
Price of Rice Is Too Low.” The facts are reviewed showing that while living 
costs rose 19 percent, rice prices fell 15 percent, in the decade from 1947 to 1957. 

It is interesting to note that while rice has had the benefit of Federal legis- 
lation to support prices, actually the price of rice fell while the cost of living 
rose. Without the benefits of such protective legislation, beef has risen in price 
faster than has the cost-of-living index. Cattle growers have traditionally 
rejected protective legislation. One of the benefits of the protective legislation 





1 £fferson, “The Production and Marketing of Rice,” the Rice Journal, 1952. 


Note.—Other factual statements will not be footnoted. Statements of fact are predi- 
cated upon authorities deemed adequate. 
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for U.S. rice has been the loss of foreign markets; another benefit has been 
millions of dollars loss to American taxpayers. 


GOVERN MENTAL PROTECTION 


Since 1934, American rice has been controlled in various ways by Federal] 
legislation. For 25 years, rice has at various times been allotted, conserved, had 
quotas, enjoyed parity adjustment, been deposited in soil banks, and had price 
supports, but—except for wartime and world famines—U.S. surpluses have grown 
and rice prices have usually remained below the cost-of-living index. 

Here is what President Eisenhower said, in part, with reference to rice prob- 
lems in his message to the Congress on January 9, 1956: 

“Rice production in this country is the most efficient in the world. However, 
our rice is rapidly being priced out of world markets and is being diverted into 
Government warehouses and even into the feed markets. * * *” 

Three year's later, in the 1959 farm message delivered on January 29, 1959, the 
President stated, in part: 

“The price-support and production-control program has not worked. * * *” 

“The control program doesn’t control. * * *” 

“The program is excessively expensive. * * *” 


ARE PLANS WORTHWHILE? 


Planning has been vocally done by so many self-seekers, totalitarians, and 
Conimunists that the word “plan” is sometimes mistrusted. Because people 
whom we do not trust make “10-year plans,” we are tempted to distrust long- 
range plans. Such a reaction is unjustified. 

Plans are needed to build buildings, to operate businesses, and to make progress 
in any endeavor in an organized way. The Constitution of the United States is, 
in the bread sense, a plan for governing a nation for the protection of each indi- 
vidual and the benefit of the whole population. 


ARE THERE PLANS FOR RICE? 


Every agricultural act is a plan for protecting farm products, but these plans 
are usually intended to ease immediate crises. 

The rice industry, composed of American rice farmers, millers, and others 
interested in rice, is making great strides forward in planning consumer re- 
search, and in advertising and publicizing rice. This organization is concen- 
trating on its efforts to sell more rice. 

The U.S. Congress, U.S. Department of Agriculture, State experiment sta- 
tions, State associations, the Rice Millers Association, the International Rice 
Commission, American food merchants, American farmers, and various rice 
groups, through wise planning, have made valuable contributions to rice re- 
search, promotion and progress. These efforts, organizations, and individuals 
all deserve applause and appreciation. 

Despite the fine work done by numerous individuals and organizations, so far 
as we know, there has never been an effort made to formulate worldwide long- 
range plans for rice production, processing, distribution, marketing, and use. 

If such a worldwide plan could be made for rice, it might be a guide for other 
commodities. 

A WORLD RICE CONGRESS 


We are not attempting to suggest the details of the plan; rather, we ask: 
“Would such a plan be beneficial, and how could it be created?’ 

The U.S. Constitution is a plan that has proved itself to be one of the world’s 
most successful endeavors. We see that provision was made there for action 
through the Congress by representatives of all the people, with safeguards to 
protect individuals, area, and political subdivisions. 

One way that a world rice plan could be made would be by having a world 
rice congress. To spell out the methods of organization and procedure, perhaps 
a world rice constitution would be an essential instrument. 

The World Rice Congress could be composed of representatives of producers, 
millers, suppliers, brokers, distributors, financiers, exporters, importers, whole 
salers, food retailers, consumers, legislators, governmental agricultural admin- 
istrators and research workers, governmental statesmen, and all others who are 
interested. Every rice producing and consuming nation and various areas 
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within nations, could be represented. The World Rice Congress could operate 
through committees who devote attention to specified activities. In one body, 
all those who are interested in rice would have representation, and would give 
all of mankind the benefit of their combined wisdom. 

From the interchange of knowledge, experience, and expectations, those who 
attend the World Rice Congress could disseminate their findings to every country 
onearth. All of the world’s people would enjoy the fruits from this effort. 

As improvements were proposed, discussed, considered, and eventually adopted 
the World Rice Congress could make long-range plans for rice that would benefit 
everyone who is concerned with the most important of all foods. 

Other methods for creating a world rice plan may prove more appropriate, 
No doubt many improvements upon the basic idea will evolve. Our aim is to 
propose a positive approach in the hope that interest will be stimulated and 
appropriate action will ensue. 


WHAT IS OUR INTEREST? 


Comet Rice Mills was organized in 1902. Comet was the first packaged rice 
offered for sale in American grocery stores. Through the years, Comet Rice Mills 
has helped improve the growing and milling of rice in Texas, Louisiana, Arkan- 
sas, and Mississippi. In addition to the milling of rice, Comet’s activities include 
the manufacture of rice bran, rice polish, rice oil, rice flour, and other rice 
products. Comet’s products are distributed throughout the United States, 
Comet is a leading rice exporter to all the world. 

Comet Rice Mills has been active in all rice cooperative efforts. We are 
interested in every phase of the world’s rice production, processing, and dis- 
tribution. We are anxious to work in the closest spirit of cooperation with our 
own and other governmental authorities, and with all rice farmers, millers, food 
merchants, and users everywhere to improve the world rice situation. 

Comet Rice Mills wants to make the most rice available to the most people on 
the most economical basis. We want to expand rice use, cut surpluses, reduce 
taxes, and bring nutritious food to hungry people all over the world at the 
lowest possible cost. We are convinced that since rice is the world’s most im- 
portant food, any contribution Comet Rice Mills can make will be universally 
beneficial. 

Numerous rice producers and millers have indicated a desire to see some move- 
ment undertaken to bring about improvement in the general rice situation. We 
have been urged to initiate the activity. The interest shown proves that the 
need is widely recognized. 

A WORD OF CAUTION 


We do not hope for an early nor an easy solution for so great a problem as 
planning world rice production, distribution, and usage. 

Perhaps it will be necessary to initially have a U.S. Rice Congress that can 
act as a nucleus from which the World Rice Congress can grow. Even so, it 
would seem that all people who are interested in rice—regardless of their 
country or nationality—should be invited to participate in the initial meeting. 

The present conditions in world rice are such that any progress that is made 
toward worldwide rice planning will be an improvement over the existing 
situation. 

WHAT CAN YOU DO? 


If you are interested in any phase of the world rice situation, or in reducing 
surpluses, or in reducing taxes, or in more orderly commodity distribution, or in 
helping to eliminate famine, we shall welcome your views. 

If you disagree with the thoughts expressed here, please write and tell us 
wherein you believe they can be improved. If you agree that a worldwide plan 
on a long-range basis for rice would be beneficial, please tell us how such a 
plan can best be made. Are there needs for world standards for rice varieties, 
types, terminology, and designations; are there needs for better methods of 
distribution; are there needs for educational work as to the benefits of rice as 
a nutritious, wholesome food; are there needs to use surpluses to feed hungry 
pepole ; are there other needs that you are convinced a World Rice Congress could 
fill? 

Please send us your views now. All correspondence received will be studied, 
filed, and ultimately made available to the members of the first rice congress, 
unless the writer requests otherwise. We probably will be unable to answer 
communications, but we feel certain you will not expect a reply. 
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CONCLUSION 


If you are interested in seeing progress made in world rice, please write to us, 
stating your views, your suggestions, and your advice as to how advancement 
toward the goal can be accelerated. 

If a rice congress is called, all of those from whom we have had communica- 
tions will be notified of the time and place. Please indicate your name and 
address in full, to facilitate your receipt of the notice. 

Please address us: Claude R. Miller, president, Comet Rice Mills, 710 Gulf 
States Building, Dallas, Tex., U.S.A. 

Mr. Ciaupe Miter. Thank you, Mr. Chairman. Now, the sum- 
mary. There is an emergency facing rice millers today. Some of 
them own quantities of rice they purchased in an effort to help make 
the new rice payment-in-kind program a success. Unless the program 
is made effective immediately, these millers who were striving to co- 
operate with their Government may find themselves severely penal- 
ized. We favor the payment-in-kind program and want to see it 
succeed, but the present great immediate need is to issue enough pur- 
chase authorizations now to make the payment-in-kind program a 
working actuality instead of a promising theory. On the more impor- 
tant basis of permanent solutions, these frequent emergencies might 
be avoided or minimized, if long-range constructive plans were made. 
Since we have had rice surplus from 1934 through 1958, except during 
wars and famines, and since it appears quite obvious that there is 
probably going to be surplus for years to come, it seems essential 
that some long-range planning be done to find permanent solutions 
for these problems. An immediate part of the planning could be the 
negotiation of Public Law 480 agreements over a period of 2 or 3 years 
so that the annual rice crops during the next few years could be dis- 
posed of in an orderly basis, for the benefit of all concerned. 

Mr. Garuines. Mr. Chairman, would the gentleman yield at that 
point? I would like to ask: Are you familiar with legislation that is 
proposed by Representative Poage of Texas to carry on 480 as now 
written, but to also supplement that act by allowing negotiations over 
a period of up to 10 years to meet the requirements in these various 
nations? You would offer them rice and other commodities over a 
period of years. They will want to know what their requirements 
are going to be next year. They want rice now, yes, but they want rice 
for several years. They want to be sure they will have enough rice in 
the years ahead. Now, he has a plan that would make rice available 
up to 10 years or any other commodities we have in our surplus supply 
and also to offer long-term credits, to these various nations, of up to 
40 years, or longer, up to 50 years. 

Do you favor a proposal of that kind ? 

Mr. Cravpre Mriuer. I think that certainly is a wonderful step in the 
right direction, Congressman Gathings, because we are doing business 
on a basis of continuous emergency. We never get—the rice situation 
isa continuing emergency. It is like I remember some time ago refer- 
ence to a continual crisis that went on for years. Well, this is a con- 
tinuing emergency, with no long-range planning. When we had 
milling programs, we ever knew and the industry could not find out in 
advance whether there was going to be a mill program or how long it 
was going to continue and we didn’t know from one week to the next 
whether there would be another bid submitted next week, or whether 
there wouldn’t. That is a poor way to carry on your work, because 


you can’t plan anything. 
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Mr. Gatrurines. I agree wholeheartedly. In the hearings last year 
on Public Law 480 we had testimony on that very point, which showed 
unmistakably the great need to provide a little longer term for these 
commodities to be made available to these countries and also adequate 
credits, as well. We went into the matter of barter and that, too, is an 
important part of it. 

Mr. Craupre Miuirr. Yes, sir. I only have one or two other para- 
graphs here that I would like to read. 

We, at Comet Rice Mills, always work in the closest cooperation 
with the officials of the U.S. Department of Agriculture, and witli the 
Congress. We have made trips at our own expense to the Orient, 
Europe, and elsewhere, trying to find markets for U.S. rice. We 
attended the USDA food exhibits in London and Vienna in August 
and September of 1958. We are active in efforts to find ways to sell 
more rice domestically and abroad. We stand ready at all times to 
help the USDA, the Congress, any other agencies of our Government, 
and any other interested individuals in working on long-range plans to 
solve some of the world’s rice problems. 

In closing, I want to express my appreciation, and the gratitude of 
my associates, Robert B. Holland, Jr., Donald L. Rogers, A. A. Bar- 
nett, Emmet O’Neill, and others in Comet Rice Mills for the privile 
of coming here. We assure you of our continued cooperation at all 
times. 

Mr. Tuompson. Thank you very much, Mr. Miller. I wonder if you 
could briefly trace for us a typical PIK transaction, just how it works, 
where it starts, and what finally happens to it. 

Mr. Ciaupe Mirier. Well, I can’t trace it through the Govern- 
ment channels, Mr. Chairman, because I have great difficulty in find- 
ing it at any point in the Government channels. I have great difficult, 
in finding who is working with it or what is going to happen to it. i 
was amazed to learn today that the Pakistan agreement was signed in 
November, when someone—lI believe Mr. Clarence Miller—said it was 
signed in November, when as a matter of fact the PIK program was 
not made effective until December 12. So we just, from an industry 
standpoint, are unable to know where these things are. 

We have cooperation and kindly help from the people in the De- 
partment of Agriculture, but it is just very difficult from my stand- 
point. I made a trip here to Washington and spent several days try- 
ing to find out about these things, and although some of the gentle 
men I couldn’t see—I tried to see Mr. Ioanes and he wasn’t available; 
I tried to see Mr. Clarence Miller and he wasn’t available; I did see 
Mr. Rivenburgh and Mr. Pulvermacher and a number of these gentle- 
men—they were all very gracious and kind. But it is very difficult to 
find these things. They are quite elusive, from our standpoint, and 
maybe properly so. We just don’t know where they are until we are 
formally advised that there is a purchase authorization. 

Now, from that point it is easy to explain what happens then. 

Mr. TuHompson. Let us take it ate there, then. 


Mr. Craupe Minter. All right, sir. 

Mr. Tuompson. Do you have a typical case in point in mind? 

Mr. CiAupe Mitter. Yes, sir. For instance, on this Pakistan situ, 
ation, I wouldn’t want to state the exact dates, because I don’t have 
those in mind, but after the purchase—there were two purchase au- 


A A TTR I 


me oe emcee 





nD <A +r 


one 


e 





tu 
ive 
Au- 


ee 


NR 


SS STE RR 


RICE EXPORT SITUATION 21 


thorizations, one for something over $4 million and the other for 
something over $2 million, making a total of $7,200,000, I believe, and 
the first was approximately 30,000 metric tons and the second for 
20,000 metric tons. 

When the first authorization came, purchase agreement—that is the 
thing that the Department of Agriculture issues, or the instrument 
that is signed by the Department of Agriculture, that puts it in gear, 
so to speak—after the authorization is issued, the purchasing country, 
Pakistan in this instance, issues tenders, inviting bids. These bids 
may be submitted by international r ice traders, they may be submitted 
by anyone who has knowledge and wishes to submit bids. 

So far, I believe I am correct in saying that there have been two 
purchasers, that is, two tenders for bids of 10,000, approximately, 
metric tons each. And in those two instances the bids were tendered 
and sales were made. 

Mr. Tuomprson. Calling for milled rice? 

Mr. CLaupe Miuuier. Yes, sir; calling for milled rice. 

Mr. Tuomrson. Did you sell some of it ? 

Mr. Ciaupe Mitirr. No, sir; we didn’t sell any. 

Mr. Tuomrson. That may be a highly i poner question. 

Mr. Cravpe Minier. Not at all. I am happy to answer it. We 
didn’t. Wetried. Wedid everything we could. 

Mr. Tuomrson. Suppose you had sold it, would you have delivered 
rice out of your warehouse ? 

Mr. Craupe Minter. No, sir, Let me explain the way we would 
have done it. We would either have taken rough rice and milled 
it, either rough rice that we owned and milled that rice, and delivered 
it to them, because you see the different countries call for different 
types of rice. Some want No. 4, 25 percent brokens. Well, you 
mill the rice to meet the needs. The rough rice remains in rough 
rice form until you know what the customer wants, ordinarily, and 
then you mill the rice to meet his needs. In other words, what I want 
to explain is we do not. have the milled rice sitting in the warehouse 
ready to deliver. We have to mill it and then we deliver it. We can 
either mill it from our own inventories or we can go buy it from the 
farmers. And, of course, the whole purpose, as I understood it, of 
the PIK program was to give the farmers the opportunity to sell ‘the 
rice and give the mills the opportunity to buy the rice and to get 
this to come in through the private trade, before the takeover date. 

It seems to me that there may be some problems. I don’t know 
all of the intricacies involved from the governmental side, of course. 

Mr. Tompson. Well then, when are you paid in kind? 

Mr. Ciavupr Mitier. Well, sir, what we are given—whoever is the 
successful bidder is given a certificate, equal to the subsidy value 
of the rice, and as I understand the transaction that certificate may 
be used by the seller of the rice to purchase rice from the Government 
stores. 

Mr. Tuompson. At the price of his- 

Mr. Cravpe Minurr. At the stated subsidy price, effective in that 
particular week. The subsidies are not necessarily changed, but 
they are republished once each week, on Wednesday of each week, at 
which time the subsidies on different varieties may be raised or low- 
ered. Sometimes they are increased a little, and sometimes they are 
reduced a little bit. 
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Mr. Tuomrson. What you actually get is a certificate entitling 
you to payment-in-kind ¢ 

Mr. Ciavpr Mirier. That is what it amounts to, yes. 

Mr. Garuines. Mr. Miller, I believe you stated th: at if we moved 
200,000 tons, metric tons, of rice for delivery after July 1, we would 
then be in a whole lot better situation. 

Mr. Craupr Mitier. Well, that wasn’t exactly what I wanted to 
say, Congressman Gathings. 

Mr. Garuixes, That is just what I understood you to say. 

Mr. Craupe Miuier. What I wanted to say was that the need is for 
purchase authorizations for 200,000 metric tons now. 

Mr. Garuines. Now. 

Mr. Craupe Mier. If we are going to be able to move this rice 
out of the storage places, before the new crop comes in. In other 
words, new crop is now being planted today, yesterday, rice was being 
planted in the southern portions of Texas, and probably in some 
areas in Louisiana. We only have about 4 or 5 more months before 
this new crop is going to be coming in and this, the present crop, has 
to be milled, bagged, shipped, and handled. 

Mr. Garuines. And that takes time. 

Mr. Ciaupe Miter. It is a time-consuming thing. We have lost 
the most valuable portion of the year, the time when we should have 
moved this crop. 

Mr. Gatutnos. I believe you stated also in your statement that your 
facilities were just dormant there for several months? 

Mr. Ciaupe Mitier. There were idle facilities at all times, during 
that period, yes. 

Mr. Garutnes. That has an effect on the employment, too, in these 
localities ? 

Mr. Ciaupe Miter. It certainly does have an effect on employment 
and it has an effect on the staying power of some of the mills. There 
have been a number of rice mills that have closed in the South, in 
recent years, and others apparently are having some difficulty in 
continuing in operation. 

Mr. Garuines. Are you running during those months at part 
capacity ? 

Mr. CLaupe Miiier. Yes, sir. 

Mr. Garuines. How many employees were laid off as a result of 
this? 

Mr. Craupe Mirrer. It would be very difficult, Congressman 
Gathings, to say just what the loss of employment was because it is 
a difficult thing to say how many you would have needed. It would 
depend on when the demand came in. But it can safely be said there 
was considerable employment lost during that period of time, because 
the mill facilities were available, they were not used because this pro- 
gram was not implemented, it didn’t become active. 

Mr. Garurnes. That is another argument that you have made here 
this morning, in “favor of long-term commitments, 

Mr. Ciaupe Miter. Yes, sir. It is very difficult to run any kind 
of a business where the Government has stich a tremendous inf uence, 
These things not only influence the surplus business, but they in- 
fluence the domestic business too. If a whole lot of this PIK rice 
should hit the market at one time, it would be immediately driving the 
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rough rice market up. If it caine in before the takeover date that 
would affect all of the elements of the domestic business too. So the 
yovernment is in effect a controlling factor in the rice business today. 
And what it is going to do next when that is so completely a matter 
of mystification, and when we don’t know what. to plan for—we 
thought this program was coming out in September, but it didn’t 
come out until December. We don’t know why it didn’t come out un- 
til December. The fact that it didn’t some out until December has 
caused undoubtedly travail in the rice business. Now if we don’t get 
some purchase authorizations, these mills that have bought rice with 
the expectation—and they bought it with, I am sure, the urging of all 
interested parties that they do this, that this was the way they were 
supposed to do it. Now if they don’t have markets for that, they are 
going to be in great difficulty. 

Mr. Garutnes. Now there is a need to move an awful lot of rice in 
order to provide space for the storage of this 1959 crop that will be 
coming on in about 4 months ? 

Mr. Ciaupe Miter. Yes, sir. 

Mr. Garuines. What are you going to do with that rice if they 
would only move say 100,000 tons between now and September? 

Mr. Craupe Mier. | can’t answer that, Congressman. I don’t 
know where it is going to be placed. 

Mr. Garutnes. Rice is a commodity you cannot store on the farm ; 
you are going to have to carry it to the elevator. 

Mr. Craupr Mitier. There is some farm storage. 

Mr. Garurnes. It is pretty difficult though. 

Mr. Craupe Miruer. It does present a number of problems, stor- 
ing it on the farm, it certainly does. But there is a grave emergency 
facing the rice industry today that has been brought about by a lack 
of long- range planning and by a lack of implementation of this pro- 
gram, at a time when it would have worked. Here we were told this 
morning that here was Pakistan and India, both indicating a great 
interest. We had rice, we had rice mills, we had a customer, we had 
everything except we didn’t have—somehow the ae didn’t mesh 
and we didn’t get this program out until December 12 and it has not 
actually become very effective yet, from a practical standpoint. 

Mr. Tuomrson. To the Department people I might remark that it 
is this sort of thing we are trying to correct today, or find a way to 
correct. It is not a faultfinding meeting at all; it is a factfinding 
meeting. We hear these er iticisms of the program. We know you are 
doing the best you can. There is some reason, as Mr. Miller expresses 
it, that the gears don’t mesh. It looks as though if we could ever get 
them meshed and get the machine in operation, it would have to take 
down the surplus. 

Mr. Garutnas. I would like to ask one more question. I would 
like to ask you now what is your estimate of the amount of rice pro- 
duced in America as compared to the total production over the world? 

Mr. Craupe Mixer. I have heard it variously stated, Congress- 
man Gathings. I think for a rough broad figure and it varies ; each 
year, because world rice production varies each year, and American 
rice production varies e+ ath year, but I think it can be said to be about 
2 percent, and probably less than 2 percent of the world’s rice is pro- 
duced in the United States. 
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Mr. Garuines. And it is just like pulling an eye tooth to get that 
rice moved out of this country. It is just so ridiculous, on its face, 
that our Government officials can’t move a little dab of rice, 450,000 
tons of rice a year. You do not have but about 4 or 5 months left in 
the year. 

That is all, Mr. Chairman. 

Mr. Putvermacuer. Mr. Chairman, if I may, could I comment on 
this payment-in-kind program, in this sense. First of all, the request 
for a svat ie eint program was made by the industry. There 
were several industry meetings. One of the reasons it took some time 
to put that into effect was because of the fact that there wasn’t uni- 
form agreement in the industry as to whether a payment-in-kind 
program was desirable or not desirable. 

Now in such a situation, the Department is faced with trying to 
reconcile these differences so that any action which is taken will seem 
to be getting common support. 

This, I may say, took several conferences with representatives from 
the rice industry. In addition to that, of course we do have to then 
issue the regulations in connection with the program and work up 
the program, all of which takes time. I do, however, want to say 
I do not feel that the result of rice exports can be related to whether 
we had or did not have a payment-in-kind program. I think that 
relates itself more to the situation that Mr. Loanes talked about, 
rather than whether we had the payment-in-kind program or did not 
have it. 

Mr. THoomrson. Any other comments? 

Mr. Ioanes. If I may comment, Mr. Chairman. 

Mr. Tuompson. Yes, sir. 

Mr. Ioanes. Mr. Pulvermacher knows more about the payment-in- 
kind program than I do, but of course you have several factors in this 
whole situation which make it particularly difficult this year. I would 
assume that a payment-in-kind program, to have maximum effect, 
ought to be operating from the first day of harvest or before the first 
day of harvest and have as long a period on both sides of harvest as 
possible. This year the payment-in-kind program operates for only 
90 days. So you do not have a fair test this first year. 

Secondly, in order to make any export program work, you have to 
have buyers who are willing to buy. You could have all the inten- 
tions in the world about a goal of exporting let us say 18 or 19 mil- 
lion bags of rice, but unless the buyers are ready at the proper time, 
the rice does not move. In the sequence that Mr. Miller gave you, the 
last step is the most important, namely, when you get the buyer for 
the foreign country in the market asking for tenders. Everything 
leading up to that is preliminary, and introductory; until he actually 
buys the beneficial effect to the market does not happen. 

I should like to repeat again that we will drive ahead just as hard 
as we can to accomplish what Mr. Miller is talking about, namely, 
putting another 200,000 tons of business in the market this season. 
We can not promise that those purchases will be made this season. 
This depends on a number of things, one being what kind of cro 
people will expect to have next season. Certainly Mr. Miller, I think, 
came to one correct conclusion, among others, which is that the market 
could use about 200,000 tons more business, particularly as it can be 
put into the market. Noone disputes that. 
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Mr. Garuines. Mr. Chairman, I am delighted to hear Mr. Ioanes 
say that. 
Mr. Tompson. I am too, because it seems as though perhaps the 
rogram may work a little better from here on. It doesn’t disturb me 
in the least to see a new program struggling along rather ineffectively 
at first. 
Mr. Ioanes. That is what I am trying to say, too. This 90-day test 
is not a fair test of this particular program. 
Mr. Garuines. But I hate to say we have gotten along here and are 
tting this new crop planted and there is no place to put it, and it 
just looks like maybe we have fallen down on our job of pressing that 
something be done with this rice. 
Mr. THompson. Do we have someone else from the industry who 
came from far away who would like to testify at this time? 
Mr. Carrer. Yes, sir, I would like to testify informally. 
Mr. Tompson. Would you identify yourself for the record, please. 


STATEMENT OF L. C. CARTER, GENERAL MANAGER, ARKANSAS 
RICE GROWERS COOPERATIVE ASSOCIATION, WHEATLE, ARK., 
ACCOMPANIED BY H. K. SMITH, JR. 


Mr. Carrer. I am L. C. Carter, general manager of the Arkansas 
Rice Growers Cooperative Association, and I do not have a prepared 
statement. I want to speak informally and off the record I would like 
to say that I just got out of bed with the flu to make this conference 
and f ‘any be a little bit nervous as I try to present a few ideas I have. 

I would like to say first that we work very closely with the Depart- 
ment of Agriculture and Department of State on elise problems, and 
we have the utmost confidence in them. We are fully aware of the— 
I guess the best word for it is “redtape” that you folks have to deal 
with, and we are sympathetic with your problems in dealing with all 
of these questions that arise. 

It might be well to get in the record the fact that, if my figures are 
correct, the Government now owns the equivalent of about 5,200,000 
bags of milled rice. Now that could be off a few hundred thou- 
sand one way or the other, but in round figures around 514 million 
bags. It is estimated that the Government will take over this year 
approximately 10 million hundredweights of rough rice, and that con- 
verted to milled rice would be about 7 million hundredweights, which 
would give the Government a total inventory of in the neighborhood 
of 12 million bags or hundredweights of milled rice or its equivalent. 
We were led to—we hoped I guess would be a better word—that the 
takeover would not occur. Considerable encouragement came to the 
industry that these deals with India and Pakistan and perhaps a 
number of other countries, Ceylon, would materialize in time to move 
this rice on into the normal channels of trade before the takeover, or 
at least agreements would be formalized, so that sales could be made 
or arrangements could be made for moving this rice throughout the 
balance of the milling year. 

That has not happened, as has been brought out here today, so the 
producers and representatives of producers find themselves in the un- 
fortunate position of probably levine to release this rice to the 
Government next insher, which is the takeover date. 
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Then immediately arises the question of how the Government is 
going to handle its inventory and how it is going to relate its inventory 
to that which is in the hands of the industry. 

There is likely to develop problems in that area, conflicts of interest 
between the Government and the industry. I think conferences and 
meetings will have to be held and that worked out. I am sure the 
Government has plans for working out these problems. 

What concerns us so is that we have indications for example of the 
Government wanting to buy 150,000 tons and when the agreements 
finally get formalized, it has been reduced substantially, maybe to 
50,000. What happens to the other 100,000? Why does not the 
whole quantity get authorized? Perhaps there are good answers to 
that question, I am sure. 

Now this matter of the payment-in-kind program, I want to say 
here we are not opposed to that program in Arkansas. There are cer- 
tain features of it that have caused us no end of concern, in that it has 
made it almost impossible for an interior State to participate in the 
business, that small amount of business that has developed, and that 
is, because of our location, under the programs that the Government 
has had up until the Scomamneedeed program went into effect, the 
Government took title to the rice where it was, freight was for the 
account of the Government, and the milling and storage and so forth. 
Under this program, it is only natural that rice on the coast, on the 
west coast first and perhaps then on the southern coast, will move and 
then the residue will move out of Arkansas or the interior areas, if 
we ever get to that point, because we have a decided disadvantage on 
the export markets in the interior of the country. 

We took a very strong position on that at the hearings and tried 
to get some agreement worked out and could not. So it means that 
a rather substantial part of the rice going into the takeover will be in 
the interior areas and the reason is very obvious, because we are not 
and cannot be competitive in the export markets because of our freight 
disadvantage. 

We are making some progress in getting that partly worked out, 
in that we have gotten some small adjustments in freight, That 
helps. But we are also concerned about another feature of this 
program. In order to maintain marketing quotas, it is necessary that 
a certain quantity of rice be kept in inventory, under the present legis- 
lation, either in the hands of mills or in the hands of the Government 
or producers. This quantity is rather substantial and in order to keep 
marketing quotas in effect, it would require—I am estimating now— 
approximately 8 or 9 million hundredweights of rice carryover or 
anticipated carryover and we know where that is going to be, it is 
going to be in facilities the farthest removed from export outlets, gen- 
erally speaking. That means that warehouses and facilities in the 
interior areas are likely to have to carry substantial quantities of rice 
and producers can be hurt very substantially asa result of that feature 
of this program. 

Now, Mr. Chairman, that is a very informal statement that deals 
with this subject. 

I would be glad to try to answer any questions that the committee 
might direct to me. 

Mr. THompson. Thank you very much. 
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Mr. Carrer. I would like to introduce Mr. H. K. Smith, Jr., the 
President of the Arkansas Rice Growers Cooperative Association, who 
is with me. He is a producer and I am sure if I can’t answer these 
questions that he can. 

Mr. THompson. We will be glad to hear further from both of you. 
We do appreciate so much your coming as you always do when we send 
for you to come and deliberate with us, you are always right here. 

Now, off the record. 

(Discussion off the record.) 

Mr. Tuomrson. On the record. 

Have you any questions, Mr. Gathings ? 

Mr. Garuines. I just want to say we claim Mr. Carter over in our 
district, because of the fact his association has mills over in the First 
District, but H. K. Smith, the president, is a resident of the First 
District. 

Mr. Tuompson. Is there anyone else from the industry who would 
like to testify briefly ? 

Mr. Gatnes. I have a statement that is written, about a 5-minute 
statement, if you would like to put it in the record and discuss it 
tomorrow. 

Mr. Tuomrson. We have time for that, I believe. 


STATEMENT OF JAMES P. GAINES, ASSISTANT TO THE PRESIDENT, 
THE RICE MILLERS’ ASSOCIATION, NEW ORLEANS. LA. 


Mr. Gaines. Mr. Chairman and committee members, I am J. P. 
Gaines, from New Orleans, La. I am assistant to the president of the 
Rice Miller’s Association, the national trade organization of the U.S. 
rice-milling industry. 

Mr. W. M. Reed, whom I think you are familiar with, sends his 
re that he could not be with you here today. 

e are deeply interested in, and gravely concerned about, the sub- 
ject scheduled for discussion at these Seema i.e., the slowness of 
consummation of Public Law 480 agreements for rice during the cur- 
rent rice marketing year. Our statement is brief, because rather than 
talking we are more interested in listening to the explanations of 
Government officials who are scheduled to appear before you. 

It is our understanding that the U.S. Department of Agriculture 
established a goal of 325,000 tons of milled rice for export under Pub- 
lic Law 480 during the current rice market season—August 1, 1958, 
to July 31, 1959. However, at this late date in the rice year public 
law agreements for rice total less than one-third of the ahead actual 
shipments amount to less than one-fourth. As a consequence of the 
slowness in consummating rice agrements, a substantial quantity of 
the 1958 crop rice is expected to be turned over by ricegrowers to the 
Commodity Credit Corporation rather than being moved directly to 
world markets under the Government cae eaae program. We 
need not remind you that storage and handling of that rice will in- 
volve additional cost, cost which would have been avoided with more 
promptness in the development of Public Law 480 agreements. 

It has been difficult for us to determine the precise reasons for the 
slowness in the program this year. We are told that 150,000 metric 
tons of rice was earmarked last September for India in response to 
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long clamor by India for Public Law 480 rice, but that recently India 
withdrew its request for rice and as a consequence many valuable 
negotiating months were wasted. The reason given for failure of 
the India agreement is that India has a large domestic crop and does 
not have storage space, or the need for U.S. rice. This is surprising 
and disturbing to us not only in view of India’s traditional need for 
large amounts of foreign rice, but particularly in light of the fact 
that India just signed a barter agreement with this country calling 
for 450,000 tons of food grains, but no rice. This huge barter agree- 
ment comes on top of a United States-India Public Law 480 agreement 
completed last fall which called for shipment to India during the 
current year of 2.8 million metric tons of wheat, 100,000 metric tons of 
corn, and 200,000 metric tons of grain sorghums. 

Are we to believe that India does not have the need for 150,000 tons 
of rice, its principal and preferred food, but does have need for 3,550,- 
000 tons of other, less desired food grains? This is a question which 
is in need of explanation to the rice industry. If evidence is found 
of any calculated effort by any officials in our Government to freeze 
rice out of India, any guilty officials should be dealt with severely. 

Aside from questions about commodity agreements with India, we 
are concerned about the cumbersomeness of the general system by which 
Public Law 480 agreements are negotiated. It is our understandin 
that some 10 Government agencies participate in the development o 
those agreements. Gentlemen, it sometimes takes us weeks to get 
action from one agency of Government. I don’t see how 10 agencies 
ever reach agreement on anything. The system needs streamlining. 
There are just too many cooks in the kitchen. 

Another problem we think lies in the short extensions of Public 
Law 480 which have been enacted. The extension voted last year, 1% 
years, is the longest extension we have had. Longer extension would 
give better opportunity for overall planning and we believe would 
result in meh more efficient administration. The program should be 
extended for at least 3 years. We would like to see a 10-year program, 
Public Law 480 is a valuable tool in the foreign relations program of 
the country, and should be treated as such rather than as a stopgap 
emergency program to dispose of surplus agricultural commodities. 

Back to the discussion of the problems now plaguing us. We under- 
stand that the Department of State is concerned about protests against 
our Government’s rice sales negotiations which reportedly are ex- 
ap by competitive rice-producing countries, notably Burma and 

hailand. We don’t know the extent or seriousness of any such pro- 
tests, but certainly they have little, if any, validity. 

Let us point out that some 5.5 million metric tons of rice move in 
international trade each year. The 525,000 tons which we are con- 
cerned about have very little importance in a market of that size. 
The impact of our sales is less than insignificant when considered in 
terms of total world consumption of rice; the total U.S. rice crop 
amounts to less than 1 percent of total world rice requirements. The 
325,000 tons we have for sale is also insignificant when considered in 
terms of the 29 million tons of rice which Indian alone uses each year. 

Furthermore, why should Burma and Thailand object to rice but 
not to the mountainous quantities of other food grains going to their 
traditional rice markets? Consumption of other food grains will 
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change rice-consuming habits and thereby do permanent damage to 
rice markets, but US. rice would have only a temporary and very 
nominal impact. 

We certainly hope that during the course of this hearing you will 
determine what fears the State Department may have about our rice 
sales program and help to allay that concern. 

It is hoped that this hearing develops the reason for and correction 
of the curent slowness in the rice program. We need action, and need 
it quickly. 

n behalf of members of the Rice Millers’ Association, I want to 
express gratefulness to you for this opportunity to get at the facts 
in this most serious problem. 

Thank you kindly. 

Mr. Gathings, I very definitely and heartily favor Representative 
Poage’s proposal in regard to 480. The program should be, we think, 
extended at least 3 years, and we would like to see the 10-year exten- 
sion Representative Poage has in mind. 

Mr. Tuompsoxn. Thank you very! much. Tomorrow morning I 
would like to start with Mr. Gabbert. He is the State Department 
contact that I go to seeking advice and I always get it and get some 
very good ideas also. I think we will let you start, Mr. Gabbert, 
tomorrow morning and we will take it up from there. 

The Department of Agriculture may very well want to make some 
further comments and they will be most welcome. 

Mr. Ioanrs. We will be here, sir. 

Mr. Tuompson. I think we all agree this is developing into a fact- 
finding and not at all a fault-finding hearing. 

Mr. Carter. Mr. Chairman, I would like to add one further com- 
ment, if I may, to the testimony I gave. 

We, too, are very much in favor of longer periods under these agree- 
ments. We think that Mr. Poage’s bill is certainly a step in the right 
direction, and we think that if we could get Public Law 480 on a 
longer period of time and set these agreements up over a number of 
years, it would have a great impact on the industry and would tend 
to stabilize our export markets to a degree we don’t now have. 

I think it is very important. We want to add our support to that. 
We know that the Secretary could, today, under the present legisla- 
tion, make these agreements for a much longer time than is being 
made. The present law I think provides that. We would like to urge 
that be done. 

Mr. Tuomeson. I think it will have to be made mandatory in order 
to get the Secretary to move. And that is not necessarily an unkind 
criticism, but it does reflect the tendency of Mr. Benson. He likes 
to move with great caution in these Government programs. Some 
of the rest of us are a little more impetuous, as I am myself. I would 
like to see it tried, with every possible effort, to make it work. 

Gentlemen, we will stand adjourned at this time, to meet at 10 
o’clock tomorrow morning. Thank you very much. 

(Whereupon, at 12:05 p.m. a recess was taken, to reconvene at 10 
a.m. the following day, March 12, 1959.) 
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THURSDAY, MARCH 12, 1959 


House or REPRESENTATIVES, 
Commopitr SUBCOMMITTEE ON Rick, 
or THB CoMMITTEE ON AGRICUL 
Washington, D.C. 
The subcommittee met, pursuant to recess, at 10:10 a.m., in room 
100-A, George Washington Inn, Hon. Clark W. Thompson (chairman 
of the subcommittee) presiding. 
Present: Representatives Thompson, Gathings, and McSween. 
Also present: Mr. Francis M. LeMay, staff consultant. 
Mr. THompson. The subcommittee will be in order. 
Before proceeding this morning, I would like to ask Mr. Ioanes to 
clear up one point that was left open in my mind yesterday. It was 
said that Indonesia had asked for 150,000 tons of rice, wasn’t it? 


STATEMENT OF RAY IOANES, DEPUTY ADMINISTRATOR, FOREIGN 
AGRICULTURAL SERVICE, DEPARTMENT OF AGRICULTURE— 
Resumed 


Mr. Ioanrs. That is right, sir. 

Mr. Tuompson. And they were only allocated 50,000. Do you 
remember why ? 

Mr. Ioanrs. Yes, sir; that is correct that Indonesia did request 
150,000 and they have been offered 50,000 tons. This is now in 
negotiation. 

The problem is that this is a fairly old agreement by this time in 
the sense of when it was started and at that time, the amount we 
were working toward in total for all countries was in round numbers; 
300,000 tons for title I program. 

The division of that 300,000 with 150,000 of it presumably going to 
India, meant that there was in effect, 150,000 tons left to program 
among other countries. And, for example, 50,000 went to Pakistan; 
50,000 went to Indonesia, and so the answer was that against the 
program objective of around 300,000 tons, the amount that we could 
make available at that time for Indonesia was 50,000 tons. 

As things stand today, Mr. Chairman, it would be our hope that 
that amount would be increased before this season is over. 

Mr. Tuompson. So that ultimately before the year is out, there is 
hope that Indonesia will receive the 150,000 requested ? 

Mr. Ioanes. I can’t guarantee whether it will be 150,000 or some 
figure in between 50,000 and 150,000. 
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It will be somewhere in between. 

Mr. McSween. Do they still want 150,000 tons? 

Mr. Ioanes. We are not certain. Our estimate is that it would be 
in the area of about 100,000 tons at the moment, and this is a round 
number, including all U.S. programs and there is a possibility that 
some rice may go into that country under the barter program. 

Mr. McSween. Well, I really don’t understand. You look like you 
begin with a problem of not having enough rice programed for these 
requests and then you end up the other way around, where you have 
a lot of rice you can’t get rid of. 

Mr. Ioanes. Mr. Congressman, one of the big problems in these 
numbers that we have been talking about is that a large amount of 
rice was offered to India, 150,000 tons and so far, that one hasn’t 
come through and you can’t offer the same rice to two people at the 
same time. The Indian one:is stalled for the moment. 

What we are doing is going back and searching the whole world 
for other places where that rice can be put. For example, recently 
there were some announcements, some agreements with Israel and 
Turkey. Those came about because of the fact that India didn’t take 
the rice that was offered, so that enabled us to go around and push 
rice into other areas and again, we expect that before the end of the 
year there will be other countries taking rice than those we have men- 
tioned so far in this hearing. 

Mr. McSween. Take the case of Indonesia. She wanted 150,000 
tons, is that right ? 

Mr. Ioanegs. Yes. 

Mr. McSween. And you said you could make available to her 
50,000 tons. 

Mr. Ioanzs. Yes. 

Mr. McSween. In the meanwhile, you have discovered that you 
could conceivably make available to her 150,000 tons. Is that right! 

Mr. Ioangs. No, we think, as of now the amount she would take 
from us is around 100,000 tons. 

Mr. McSween. Has she changed her mind? 

Mr. Ioaners. Yes. 

Mr. McSween. Isn’t the trouble that we haven’t been able to fol- 
lowup on these prospects soon enough ¢ 

Mr. Ioanzs. In part, that is true. 

Mr. McSween. What can be done to alleviate that problem, or can 
anything be done, and why not ? 

Mr. Ioanes. Now you are talking about getting things done more 

uickly. 

. ee, If that is a fault of the program, and I don’t know 
whether it is or not. 

Mr. Ioanes. I think it is a fair question. 

Let me take this particular case and show you what channelings it 
has to go through so we can even make an offer. 

Indonesia makes a request for rice. That doesn’t mean she requests 
it without some encouragement. It means that there has been, for 
some time, work going into the negotiations even before she make 
the request. 

Mr. McSween. On our side, is that right ? 
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Mr. Ioanes. On our side. That request comes into Washington 
to us, to the Foreign Agricultural Service. We take action to develop 
what we call a program proposal, which means that we have to show 
that Indonesia has requested the rice and is actually needed for con- 
sumption and, secondly, will not result in her reneging on contract* 
with other friendly countries that she has or is negotiating for. 

This is our main job, but, third, we also have to take on the job of 
meeting all the other interests that are provided by the law in the 
currency use. 

We have interest in providing money for educational exchanges. 
These people are very interested in seeing that they get some money 
for that program. 

Then there are people who are interested in getting money for pri- 
vate business investment in Indonesia. We are interested in getting 
some foreign currency for market development, and this is the money 
that the rice teams have used to travel to the Far East. 

Well, this takes a little time to get these things all sorted out and in 
a package and to get an agreement drafted and cleared with lawyers 
that you can offer to them. 

Once this is done, we still have the need—and Mr. Gabbert can 
elaborate on this, if he likes—to make sure that the rice package that 
is being offered Indonesia is not going to result in us stepping too 
hard on the toes of such people as Burma or Thailand, countries for 
which this Congress has appropriated foreign-aid funds to keep them 

oing. 

7 This takes a little time. Once all this is cleared and the program 
is in negotiation—in other words, that we hand the Indonesians a piece 
of paper to sign; they are still the people who must sign it before 
it can be cperative—and I reported to you yesterday that they have 
problems with two parts of that agreement; they are having problems 
with the provision for the use of their currency for loans to private 
business under the so-called Cooley amendment and they are having 
problems with the rate at which they have to pay for these commodi- 
ties in their own currency. 

We think both of these will be settled. We think the agreement 
will be signed, as I said yesterday, within 3 weeks. 

This is an involved law. It has changed considerably from the first 
law that was passed in 1954. There are many more currency uses. 

There is a new clause in the law which came out of the House last 
year, which says we should give more attention to the marketings of 
friendly countries. 

There is a clause in the law that says we should use this to decrease 
their trade with the Soviet bloc. It is not a simple thing to get 
through. 

So the work that gets into this before you can actually sell the rice 
involves an awful lot of paperwork and analysis. It is complicated. 

Mr. McSween. Well, you heard some of the questions asked and 
criticisms suggested yesterday by the industry. 

Mr. Ioanes. Yes. 

Mr. McSween. And it is your position then that this is a rather 


difficult and complicated program at best. You are doing it as well 
as possible. 
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What do you have to say about whether or not we can expect any 
improvement in what we are accomplishing in the future in this 
program? Are you optimistic ¢ 

Mr. Toanes. All right, are you talking about rice in particular? 

Mr. McSween. Yes. 

Mr. Ioanes. Well, I will repeat what I said yesterday. 

Our aim is to get an additional 200,000 tons of rice programed this 
season and I don’t think there is any argument on anybody's part 
within the U.S. Government with respect to this objective and part 
of this is already in negotiation. 

I might say here that we expect to make an announcement Friday 
on a new agreement. I ask the support of the chairman in not having 
me identify this country at this time. 

There are other programs in negotiation. We will try to get them 
announced as quickly as we can, and as I said before, there are 
some new countries where we are trying to get them in the mood 
where we can negotiate with them. 

I personally feel that we are through the worst period of our 
problems, and I don’t a anybody can promise results but I am 
fairly optimistic that we can get this additional amount, the 200,000 
tons signed up mm cieuheahe this season. 

I would hope that most of the rice could be shipped this season, 
or at least purchased this season which would have the same effect. 

Mr. McSween. Thank you very much. That is all I have. 

Mr. THompson. Let me suggest to the committee that we move 
along to Mr. Gabbert. He has been sitting here for 2 days and we 
do have to wind this committee meeting up soon after 11 o'clock 
because we convene in the House at 11 o'clock and I think it is in- 
evitable we will have a rolleall. 

Before we leave you, Mr. Ioanes, will you please put in the record 
. this point what rice has been requested by South America or Cen- 

‘al America, not including Cuba, of course, and what the status of 
sane requests may be? 

Mr. Ioanegs. I can do it now—there are none. 

Mr. THompson. None? 

Mr. Ioanegs. No, sir, the only country in Latin America where there 
even was an inkling of interest was Peru and we took the initiative 
in offering Peru rice and so far they haven't decided that they would 
like to take any. 

This one is still active and we hope before this season is over, we 
will be able to put some rice into Peru. 

Mr. Tuompson. Were there some negotiations in Nicaragua that 
were not fruitful 

Mr. Davis. There was an informal inquiry by Nicaragua, but no 
formal inauiry and no request has been submitted yet. 

Mr. Toompson. Thank you, very much. 

Mr. Gabbert, we will be very pleased to hear from you, sir. 

Will you identify yourself for the reporter, please ? 


STATEMENT OF HOWARD M. GABBERT, ASSISTANT CHIEF, 
COMMODITIES DIVISION, DEPARTMENT OF STATE 


Mr. Gassert. My name is Howard M. Gabbert, Assistant Chief, 
Commodities Division, Department of State. 
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Mr. Chairman, with your permission I would like to make an intro- 
ductory statement, off the record, which I think will set the stage and 
give us the background for further discussion. From then on, we can 
stay on the record. 

Mr. Tuomeson. Allright. Off the record. 

(Off the record discussion. ) 

Mr. Tuomprson. Back on the record. 

Mr. Gapsert. Now, with that background, I want to go into some 
of the problems in connection with moving rice, as well as other 
commodities. 

As was mentioned yesterday, particularly in the case of rice, it has 
been difficult to find customers. As you know, the record will show 
that we had 150,000 tons set up for India which it could not take. 

The Department of State is held responsible for a number of things 
that go wrong in the world. We cannot accept responsibility for un- 
usually good weather which results in bumper crops. That can occur 
in Texas or in my State of California, or Louisiana, or Arkansas. 

That has been a problem. 

Another difficulty is that we can only press to a certain extent in 
attempting to generate enthusiasm for rice and other commodities. 

To give you a simple illustration, any of us, I think, do not like to be 
subjected to undue pressure. If I go into a store to buy a suit and have 
something specific in mind and the salesman tries to ‘sell me an extra 
pair of slacks, a half dozen shirts and a few socks and does a real pres- 
sure job I don’t like it. I resist it and will probably walk out. 

Now, if that is the only store in town, I might have to buy it there, 
but that results in resentment which slowly builds up. 

A nation, or a country is made up of a collection of individuals and 
particularly in some of the more sensitive countries, their reaction is 
similar. If we press too hard, we are going to have problems. 

I have had 11 years experience in Latin America dealing with a num- 
ber of countries. I have negotiated agreements under the point 4 
technical cooperation program, and I know that we here in the United 
States sometimes overlook some of these niceties. 

I recall one occasion when we had an agreement that was developed 
here in Washington and it took several months for the legal people and 
everybody concerned to look it over and approve it. 

I received it and people up here sort of expected that we should 
negotiate it in a week or a few days, apparently overlooking the fact 
that the other country also has a Congress just as we have. That 
country happened to be a very democratic country, and they like to 
have time to look these things over. 

Now another very important item in the negotiation of these agree- 
ments is timing. 

To illustrate by a very simple example of what I mean by timing, I 
was in a Central American country at one time when there was a revo- 
lution going on. It was a very serious situation. The Communists 
were trying to get a foothold in that country, and they almost sue- 
ceeded. 

On one particular day they had taken over the airport: they had 
taken over all communications. I looked out of my office window and 
saw literally a river of humanity coming down the street, screaming 
anti- American slogans, throwing bricks through windows, and looting. 
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The next day I thought I had better go down to the office and see 
what was happening and when I rounded a corner in my neighbor- 
hood, there was a beautiful home, the home of the Minister of Public 
Works. These Communists were carrying out furniture and breakin 
it up and preparing to set fire to that home. One of them stagger 
up to me and ordered me to stop. 

In his process of looting, I think it was quite evident that he had 
looted the owner's bar because he could hardly navigate. 

He put the muzzle of a tommygun in my chest, weaving back and 
forth and his finger was on the trigger. That would have been a very 
poor time for me to have said, “My friend, would you like to buy some 
rice ?” 

That is an exaggerated illustration, but it does illustrate what I 
mean, that there is a time and place for everything. 

Now, for example, the agreement which Mr. Ioanes said would be 
signed Friday involves 20,000 tons of rice. In our telegrams to our 
missions during the past month we have alw: ays added a paragraph 
describing the rice situation and the importance ‘of moving rice and for 
the Lord’s sake, do something about it. 

They have done their best. 

In this particular country, the agreement is going to be signed Fri- 
day. Exactly a week ago, in response to one of ‘these telegrams, a 
message came back saying negotiations were completed, all details 
were worked out and ever ything was ready to go. 

The cabinet was involved with a touc hy political situation; a strike 
was foing on. 

We were informed that the agreement would be signed at the con- 
venience of the Minister of Finance. 

Now we can’t do more than that. We can't bang the Minister of 
Finance over the head and put a pen in his hand and say sign this 
agreement. Wehaveto havea little patience. 

This is an agreement that is going to be signed and there will be 
some 20,000 tons of rice involved. 

A telegram went out this morning, a circular telegram to potential 
recipients in Southeast Asia and to the rice exporting countries in 
that area. It isa package deal which we are sani ‘ing with our Am- 
bassadors to see if we can sell additional rice to two of the countries 
and work out, with prior consultations with the producing countries, 
an understanding that this is what we want to do and say that we as- 
sure you, the rice producing countries, that we are not out to harm 
you or disrupt your markets. We want assurances that you will sell 
your normal amounts of rice which you have been selling and I am 

rather hopeful something can be worked out on that. 

We are trying, to the best of our ability, to move that rice and I 
personally am very optimistic that we can do it. 

Now another point is this: If we had signed an agreement, let us 

say with India covering 150,000 tons of rice, in the first instance, the 
signing of an agreement does not necessar ily mean the rice is going to 
be shipped. Some of it perhaps might have been shipped, but in 
the meantime this bumper crop situation came up and they don’t have 
to take the rice and they won't. 

I can cite another case of a country where wheat was involved, but 
it illustrates some of the problems we have to face. 
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In that particular country we were anxious to increase the value, 
the dollar value of the agreement to the maximum as a part of our 
overall assistance to that country. 

We were pressing to include every type of commodity we thought 
that country could take. We wound up with about a $25 million pro- 
gram, most of which was wheat. : 

By the time this country got around to assessing its own domestic 
production, it turned out that it had a bumper wheat crop and wanted 
to go into the wheat exporting business. 

The level of that agreement dropped from $25 million to about $5 
million. 

Well, we can’t do anything about situations like that. Fortunately, 
there aren’t very many of them, but they do occur. 

There is another country with which we had been having title I pro- 
grams over the past several years. It isa very important country from 
the standpoint of our mutual defense; about 90 percent of the sales 
proceeds of our Public Law 480 agreements having gone into and or. 
ported the military establishment which is vitally important to the 
best interests of the United States. 

This year it looks like we are not going to be able to put as much 
in the way of commodities into that country as we would like to. 

The value of the program during the past several years has been 
between $50 and $60 million and that size program is, of course, vitally 
important to us. 

We in the State Department are doing everything possible to keep 
it at about that level, but this year, ause that country has a 
bumper rice crop, plus a good supply of other commodities, and is 
looking around for customers to export rice to, it looks like we may 
not be able to go over $30 to $35 million. 

Those are a few of the problems we have in connection with nego- 
tiating these agreements. 

Mr. Ioanes mentioned several other problems, such as exchange 
rates, the Cooley amendment, and so forth. 

It is true that in the case of one of the programs now under 
negotiations, the Cooley amendment is a problem. I might say that 
the Cooley amendment came into being in the fall of 1957. It was 
something entirely new, so at that time even with our old Public 
Law 480 customers, there were some delays in negotiating agreements. 
We had to have time to explain all the details of this new provision. 

Mr. Garuines. Mr. Chairman, the Cooley amendment is not a 
mandatory provision. 

Mr. Gappert. That is correct, but we are committed, Mr. Congress- 
man, to give it the old college try and we usually do. I mean if we 
have too many countries where the Cooley amendment is waived, or 
reduced, somebody else is going to be after us in addition to the 
rice people. 

Mr. Ioanes. On that, Mr. Gabbert, could I help you out ? 

Tt is not mandatory, but what our lawyers tell us is it is about as 
strong a provision as you can write in the committee reports and in 
z oor discussions describing the intent, without making it man- 
atory. 

So the assumption is that in each case you have to try to do it. 

Mr. Gaturnes. Yes; I think you are right there. 
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Mr. TIoanes. It is not mandatory, but close to it. 

Mr. Tuompson (presiding). Let’s let the record reflect the wording 
of the Cooley amendment at this point in order that we might under- 
stand it. 

Cr . ° ‘ 

Mr. Ioanzs. Section 104(e) of the Agricultural Trade Development 
and Assistance Act of 1954, as amended, reads: 

For promoting balanced economic development and trade among nations for 
which purposes not more than 25 percent of the currencies received pursuant 
to each such agreement shall be available through and under the procedures 
established by the Export-Import Bank for loans mutually agreeable to said 
Bank and the country with which the agreement is made, the U.S. business firms 
and branches, subsidiaries, or affiliates of such firms for business development 
and trade expansion in such countries and for loans to domestic or foreign 
firms for the establishment of facilities for aiding in the utilization, distribution, 
or otherwise increasing the consumption of, and markets for, U.S. agricultural 


products. 
Provided, however, That no such loan shall be made for the manufacture of 


any products to be exported to the United States in competition with products 
produced in the United States or for the manufacture or production of any 
commodity to be marketed in competition with U.S. agricultural commodities 
or the production thereof. 

Foreign currency may be accepted in repayment of such loans. 

Mr. TuHomrson. Thank you, Mr. Ioanes. 

Mr. Gappert. Now, getting back to this particular case, the Cooley 
amendment is new to the country in question. I think it is human 
nature and I think you can understand that when a country is rather 
suspicious of what we might be up to, they want to take a pretty 
good look at something like this and be sure that we are not tying 
strings to our proposal which, as they see it, might result in economic 
penetration of the type that they figure might pin them under our 
thumb. 

In spite of all that, I think our record on the Cooley amendment is 
excellent. I do not have the figures, but there have been very few ex- 
ceptions where we have not been able to get the full 25 percent or some 
part of it—15 percent or something like that. 

Mr. Gaturnes. It is not as new as it was. It might be easier to 
operate in the future under it. 

Mr. Gapsert. This one particular country has not had experience 
with the Cooley amendment; that is the reason for some of the delay. 

Even in spite of that, I think that this agreement will go through 
and will be signed within a couple of weeks which will result in mov- 
ing another 50,000 tons of rice. 

As long as we are going to move the rice and in view of the 
timing problems that we have, I don’t see anything to become too 
alarmed about. 

The U.S. Government frequently..is involved in various negotia- 
tions with many of these countries, in addition to our Public Law 480 
programs. Again, timing comes into it. For example we might be 
negotiating other particular sensitive agreements involving complex 
foreign policy matters. It is just like putting up a pile of bricks. 
If you shift one the whole thing is liable to tumble down if you are 
not very careful. 

Things must be coordinated, as I am sure you understand. 

Mr. Chairman, I think that concludes my general statement. 

Mr. THompson. Thank you, Mr. Gabbert. 
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Mr. McSween. Mr. Chairman, I would like to ask a question off the 
record and Mr. Gabbert may not want to answer it. 

Mr. THompson. Very well. Off the record. 

(Off the record discussion.) 

Mr. THomrson. Back on the record. 

Mr. Garuines. Mr. Chairman, will it be possible to get figures put 
into the record with respect to world production of rice and to con- 
sider the past year and 1957 and also together with the acreage that 
is anticipated and planned, if they have that information. 

Mr. Ioangs. We have the production data here and we will supply 
the acreage data. We gave you a table yesterday, Mr. Congressman, 
on world production. ' 

Mr. Gatuines. But not the acreage. 

Mr. Ioanes. We will add to it the acreage data. 

Mr. THompson. You will supply that? 

Mr. Ioanes. Yes, sir. 

(The information to be supplied is as follows :) 


Rice acreages—Worldwide and for specified countries 


[Thousands of acres} 


























Average, | Average,| 1955-56 | 1956-57 | 1957-58 | 1958-59 
1935-40 1950-55 
Total, world 222,071 | 256,139 | 264,286 | 270,895 | 269,063 277, 371 
Importing countries: 
Ceylon... -. Swe 850 920 1,034 896 920 1, 050 
India. - --- 62, 590 75,448 | 77,891 79, 320 79, 500 82, 000 
Indonesia_ 15, 295 15, 939 16, 561 16, 877 16, 900 16, 700 
Japan... , Sas de avule 7, 862 7, 854 7, 950 7,970 7, 987 8, 038 
South Korea-- , 2, 720 2, 550 2, 692 2,710 2, 730 2, 700 
Pakistan... sl dap oath 18, 700 23, 226 21, 883 22, 445 22, 962 22, 105 
Philippines - naan | 4, 852 6, 264 6, 777 6, 840 6, 630 | 6, 847 
Exporting countries: | | | 
Burma... : : 13, 700 10,780 | 10,950 } 11,150 10, 750 | 12, 000 
Communist China... 56, 000 59,200 | 62,100 64, 000 64, 500 68, 000 
South Vietnam. --- | 5, 250 4, 330 | 5, 185 | 5, 587 5, 992 6, 000 
Taiwan. on 1, 607 1,912 | 1, 937 1, 954 1, 928 1, 975 
Thailand. - é ‘ 7, 088 13, 153 13,283 | 14, 238 11, 308 14, 100 








Mr. Tuompson. Is there anything further, gentlemen ? 

Mr. Gatuines. I would just like to ask Mr. Gabbert what rule and 
guide is used with respect to working out these questions of addi- 
tionality. Just where do you stop? 

Mr. Gaspert. I will be glad to explain that. 

Mr. Garutnes. How do you operate? Burma and Thailand might 
protest every one of these applications. I don’t know, but do they? 

Mr. Gasser. First of all, the proposal comes to the Department of 
Agriculture, the commodity composition is the first thing we have to 
settle on. We look it over very carefully because the Department of 
State is responsible for foreign relations and for consultations regard- 
ing protection of normal commercial markets of friendly countries. 

The Department of Agriculture has already gone through the record 
for the past 5 years or so, which shows the normal marketings of 
countries involved. 

Mr. Garuines. Using the immediate past 5 years? 

Mr. Gappert. Yes; or whatever is available, and then we strike an 
average that looks like a reasonable figure and we call in people repre- 
senting the countries involved from embassies here in Washington and 
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lay the cards out on the table and say here is what we expect to do and 
here is what we think is a reasonable figure which we believe leaves 
room for our respective commercial marketings. 

Weask them for their views. 

Mr. Gatuines. How long will it take to get an answer, generally? 

Mr. Gappert. Generally within a week. Most of the representatives 
refer back to their governments for comment and there have been very, 
very few cases where there have been protests since we have been con- 
sulting -on this basis. -They don’t have a veto power. Some people 
may think that they do, and that if they protest violently, it will inter- 
fere with the Public Law 480 program. This is not the case. We 
have found that they are reasonable. 

I will say this—that in the earlier days of Public Law 480 we didn’t 
do this so much. I think there was a fear on our part that some of 
these countries would get in and muddy up the waters and might in- 
terfere with our sales, but experience has indicated that is not the 
case. 

I think we received more protests in those days based on the fear of 
what might happen rather than on what actually did happen. 

Psychologically, I think it is a wonderful thing to bring these people 
in and talk tothem. This removes a lot of fear. They can see that we 
are not trying to fool them or do something that is going to hurt them. 

That is about the way it works. 

Mr. Garuines. From the interest that has been shown on the part 
of the State Department, it appears that you look upon this program 
as a media of good will around the world. Is that right? 

Mr. Gapsert. That is true; yes. 

Mr. Gatuines. Is that arrived at by virtue of the fact that you feel 
i I is the important part of the act, or title I and title IT as 
well ? 

Mr. Gassert. Well, all titles are important. 

Mr. Gatruines. The point I am trying to get to is, if we could, in 
someway, feed the hungry people an additional bowl of rice, the peo- 
ple that have been accustomed to eating rice, don’t you think that 
would build a lot of good will ? 

Mr. Gappert. Certainly, provided that as long as we are doing that, 
we do not take the bow! of rice away from some other country that 
might customarily provide it, which would only result in creating ill 
will. 

I think there is room for all of us in this and I think experience 
has demonstrated that. The resentments that I spoke of before are 
under the surface in many cases and we want to avoid a buildup. 

In my own personal experience, I think they build up into some- 
thing more important than many of us realize. I might say that I 
have seen this cree and totals of other governments have told,me 
that people will come down from the United States on a 2- or 3-day 
trip and ask how certain programs are going. They will say fine— 
they are good even though they might not be completely satisfied with 
all aspects. They have told me—what else can we say. We really 
don’t feel that way. These people are inherently polite and may not 
be quite as blunt as we are in talking about some of these things. 

One thing we want to avoid is putting a country in an embarrassing 
position. For example, let’s say they need food. All right, we are 
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working out a program under title I.. We want to be careful not to 
pressure them too much. Let’s say they need so many thousand tons 
of rice. That is the main component but we would like to include 
some tobacco and other things in the agreement. If we go too far 
their probable attitude is that they are over the barrel so to ood 
and the United States knows that they have to take the rice and will 
try and slip in a few other things, which they will have to take in order 
to get the food. 

at's say they do. They sign the agreement, and take it because 
they need the food but if we go too far in that direction, it builds up 
resentment. 

Now gradually, over a period of time, these resentments, which re- 
sult from various causes, continue to build up and then somebody 
comes along with communistic propaganda, jumps into the middle of 
things, pours a little fuel on the fire, and then we have an explosion. 

Mr. amen What is being done, to either of you gentlemen’s 
knowledge, with respect to feeding the refugees in the Middle East? 

Mr. Gassert. I don’t have the figures, but we are feeding a large 
number of refugees. 

Mr. Ioanes. The refugees are the responsibility of the international 
agencies and the United States is making a very large cash contribu- 
tion ; about a 60 or 70 percent contribution. 

Mr. Garuines. That does offer the manner and means of disposing 
of surpluses, does it not ? 

Mr. Ioangs. You have appropriations for that purpose, and it is 
being administered—— 

r. Garuines. Who is administering it? 

Mr. Ioanes. It is being administered by international agencies un- 
der the jurisdiction of the United Nations and the United States 
shares in the direction of those agencies and a good part of the com- 
modities they buy come from this country. 

It is the United Nations Relief and Works Agency that has the 
largest refugee program in the Middle East and that is the agency 
that Mr. ie Davies, formerly Assistant Secretary of Agriculture, 
has been named to head. 

They handle the area of refugees. 

Mr. Tompson. When you sell rice in Indonesia or any of those 
neighboring countries, with whom do you clear the certificate of 
additionality ¢ 

Mr. Gaspert. Certificates of additionality as such are not involved 
in title I transactions, Mr. Chairman. Here is the way it works. 
We did this in the case of programing 50,000 tons of rice for one 
country recently. We do not clear with any one on a certificate of 
additionality. In southeast Asia, for example, we have what we call 
consultations with Burma, Thailand, and Vietnam. 

Mr. Tuompson. They are the other rice-producing nations. 

Mr. Gappert. That is right. We say—here is what we plan to do— 
what are your views? e do that in the case of those countries 
through our Embassies. They consult with the appropriate officials 
of the governments involved and inform us of the results. If we can 
demonstrate that our Public Law 480 sales will not interfere with 
tthe normal marketings of the rice-exporting countries there is usually 
no objection. 
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Mr. TxHompson. The rice-producing countries are Burma and 
Thailand ¢ 

Mr. Gappert. And Vietnam. 

Mr. Tuompson. Those three ? 

Mr. Gappert. Yes. 

Mr. TuHomrson. What other grains do they produce, if any ? 

Mr. Gaspert. Well, there aren’t any others of significance. 

Mr. Ioanes. Rice is their major export crop. 

Mr: Tuompson. Do they produce. wheat ? 

Mr. Ioanes. Generally, no. Climatically, the conditions in those 
countries are such that they don’t produce wheat. 

I think they produce a small amount, experimentally, but their 
major grain crop is rice. They produce some other grain like millet, 
but none of which move in export channels. 

Mr. THomeson. Now India has bought a lot of wheat ? 

Mr. Gappert. Yes, sir. 

Mr. Tuomeson. With whom did you clear the additionality or did 
you discuss the additionality ¢ 

Mr. Gassert. I am glad you brought that up because we worked 
out a new procedure on that. 

India, hietetls no fault of its own, was having financial difficulties 
and a number of countries pooled together to help India over this 
rough spot. There was a very serious shortage of foreign exchange 
to purchase its normal commercial marketings. 

The Indians asked that we waive any usual marketing provision 
under the title I agreement so we called a meeting in the Department 
of State and invited representatives from the Indian, the Canadian, 
and the Australian Governments, and we discussed the problem openly 
and quite frankly. 

Both Canada and Australia were also supplying a certain amount 
of wheat under the Colombo plan, as their own contributions to assist 
India. 

For example, the Indian representative said we appreciate the fact 
that you, Australia, one of our good friends has been supplying wheat 
to India for a long time through normal commercial channels. We 
don’t want to do anything to completely disrupt that trade. 

So they worked out something right there at that meeting with 
Canada and Australia where India agreed to purchase a certain 
amount of wheat from those two countries. Everybody was happy. 
It was mutually accepted and we went ahead and negotiated the 
agreement to get our wheat in there under title I. 

Mr. Garutines. Mr. Chairman, I am sure you are going to be 
closing pretty soon, but I would like to ask one other question. 

Mr. Tuompson. Let’s go right ahead, gentlemen. 

Mr. Gaturnes. I would like to ask either one of you gentlemen if 
you can tell us about the donation program for the school lunches in 
Japan and Italy. Do you know of that program? 

Mr. Ioanegs. Yes. 

Mr. Garuines. Does that dispose of a good deal of our surplus of 
rice in Japan and Italy ? 

Mr. Ioanrs. I will give you a rough figure and correct it in the 
record, if lam wrong. 

As I recall those two programs together totaled around $30 million 
over a 3- or 4-year period. 
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Mr. Gatuines. How many commodities were included in that $30 
million figure ? 

Mr. Ioanes. I can’t give you the breakdown, but there is wheat, 
dairy products, and perhaps other commodities, but there my memory 
isa littledim. There is no rice, as far as I know. 

Mr. Gatutnes. Rice could fit in there very easily because it could 


be aap. 
Mr. Ioanes. Rice is eligible:. Rice could fit in, and I happened to 
participate in the discussion on the Japanese agreement, although we 
are not responsible for that program, sir, and rice was discussed. 

This happened about 5 years ago. At that time, their interest was 
in the commodities made available. As I recall the major item they 
wanted was wheat and they also asked, surprisingly enough, for some 
cotton so that they could dress the children going to school a little 
better. 

I think they did get some cotton. 

Mr. GATHINGS. Do you think that program will be expanded to 
other countries ? 

Mr. Ioanzs. I personally, sir, would like to see it expanded. I 
think it is a good program. 

Mr. Garutines. It should be expanded. It opens up a good avenue 
there. 

Mr. Ioanzs. Yes, it does. 

Mr. Gapsert. Mr. Chairman, may I just make another statement ? 

Mr. Tuompson. Certainly. 

Mr. Gaspert. I have found this hearing to be extremely interest- 
ing. I think that some of the problems we have talked about result 
from misunderstandings based on rumors many of which can’t be 
substantiated. I invite anyone in the rice industry or Congress at 
any time they feel there is a problem to give us a call and I will be 
very glad to come over or have someone else come over and explain 
the situation. 

Mr. THompson. I might remark that Mr. Gabbert and his people 
have been extremely helpful to me when questions from the industry 
come in and I want to know the true circumstances. I know I can 
get it in a very clear and concise and helpful way. 

Mr. Gappert. Thank you. 

Mr. Garuines. Mr. Gabbert indicated he was pleased over the year- 
and-a-half extension and heretofore we only had a 1-year extension. 

Mr. Gappert. Yes. 

Mr. Gatruines. Now would you favor the longer extension, at least 
to make commodities available over a period of years? 

Mr. Gaspert. No, sir. 

Mr. Garurines. Would you favor a proposal of that kind in the 
State Department ? 

Mr, Gasserr. No; and. I will tell you why. I think it is an illusion. 
As a practical matter, I don’t think it would move any more commodi- 
ties. We could plan, yes, but. some of these illustrations which I have 
cited previously apply to this situation. Let’s say that you sign up 
a 3-, 4-, or 5-year program—that is not going to avoid a bumber crop 
coming up in the recipient country in which case they can’t take the 
commodities. Do you see what I mean ? 

Mr. Garurnes. Yes; but it isn’t encouraging. 
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Mr. Gapssert. There is no assurance. We can’t look that far ahead. 
We can’t look ahead to see what the crops are going to be and what 
the general situation is going to be in 2, 3, or 4 years from now. 

Mr. Garutnes. We are doing the selling, but the buyer’s viewpoint 
should be presented as well. 

Mr. Gassert. That is true. 

Mr. Garuines. And does the buyer ask for his requirements ahead 
of time? 

Mr. Gappert. There have been some instances where they do. As 
you know, we can negotiate and do have multiyear agreements in some 
cases. 

Mr. Gaturnes. To give you authority, though, it would not be 
objectionable ? 

Mr. Gappert. Well, we have it now. We had a 3-year agreement 
with India; a 3-year agreement with Brazil. 

Some of the disadvantages are that we are nailed down for 3 years 
and we have had considerable difficulty in some cases with such mat- 
ters as compliance with usual marketings, exchange rates and so 
forth. 

Mr. MoSween. In other words, we don’t know their feelings. 

Mr. Gappert. Yes; it is very difficult. 

Mr. Ioanes. Mr. Chairman, I wonder if we might go off the record? 

Mr. Tuompson. Otf the record. 

(Off the record discussion. ) 

Mr. THompson. Back on the record. 

There is a tremendous school-feeding program in this country and 
other countries where it has been tried. 

In feeding hungry children, very few people will turn their backs 
on an opportunity to do that. 

Do you feel that the school lunch program has been explored suf- 
ficiently in these foreign countries where the problem exists, as I 
suppose it does in every country as it does in our own. 

Mr. Ioanes. On that, Mr. Chairman, I offer this comment: I would 
hope that more could be done in that area. 

Mr. 'THompson. I think the Congress will agree with you. But 
what would be the internal reaction in a foreign country if we went 
to them and said, “Gentlemen, we have some surpluses that we can let 
you have to feed these hungry children” ? 

Mr. Ioanes. There are programs of this kind going on in a few 
countries now. 

In general, the biggest problem you run into is the organizational 
problem for those phases of the program which require some kind 
of financing that cannot come from the commodities; the need to 
have some kind of kitchen utensils; the need to have some kind of 
supervisory personnel to make sure the food is prepared right and the 
biggest problem on one of these major programs which I prefer not 
to identify was the problem of making sure that there was a sponsor- 
ing organization in the country, just as we have one in the United 
States that could carry on the program and assume responsibility 
for it. 

The problem is not the availability of the commodities. The prob- 
lem is more, I think, one of management and the financing of facili. 
ties to prepare the food. 
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I repeat that the experience so far as has been determined is good, 
and I would hope that more could be done in that area. 

Mr. Garuines. Mr. Chairman, as I understand now, you expect to 
negotiate an agreement probably this week for some 20,000 tonsé 

Mr. Ioanes. To announce it. 

Mr. Garuines. And I believe Mr. Gabbert stated it is in the mak- 
ing; another for 50,000 tons and you are hopeful that you will move 
a total of 200,000 tons in the fiscal year. 

You are now negotiating with other countries other than on these 
two, the 20,000 and the 200,000 ? 

Mr. Ioanes. Yes, sir. 

Mr. Tuompson. Anything further, gentlemen? 

Gentlemen of the industry, have you any questions you would like 
to ask ? 

Mr. Smiru, Jr. The season was mentioned a whileago. Youshould 
say fiscal year which is more correct. 

Mr. Ioanzs. I said season. 

Mr. Smiru, Jr. What did you mean by season ? 

Mr. Ioanes. I meant the end of the rice season, the end of July. 

Mr. Smirn, Jr. You mean by the end of July to have this consum- 
mated ? 

Mr. Ioanes. In addition to what has moved or has been announced 
so far, our objective is to sign agreements for another 200,000 tons 
and to keep pushing to get it all shipped or bought by the end of the 
season. 

Mr. Smirn, Jr. And that is July ? 

Mr. Ioanzs. Yes. 

Mr. THomeson. Any other questions or comments? 

Mr. Ciaupe Mier. I would simply like to say, on behalf of my 
company, that we deeply appreciate this information that has been 
given to us by the gentleman from the State Department and the 
gentlemen from the Department of Agriculture. 

We are especially grateful to the committee for having held the 
hearing and permitted us to attend. 

To all of you, I want to say : Thank you. 

Mr. THompson. Thank you, Mr. Miller. 

It is also your committee and we are always here at your service. 

Let me suggest to the press that if you will get together with Mr. 
Frank LeMay, the record of yesterday’s deliberations is here and 
from it and what you have heard today, I think you can get a story 
that will be of great interest to the rice industry sakauell be extremely 
ros pen to the Department of Agriculture and the Department of State 
and others who are trying to make Public Law 480 work. 

Mr. LeMay will be here at your disposal. 

Is there anything further ¢ 

Mr. Carrer. I would like to say that we in Arkansas, speaking for 
our organization and the entire industry, appreciate the interest of 
the committee in this problem, and we certainly are grateful to the 
State Department and the Department of Agriculture for their efforts 
here and we feel that they are doing a good job and we want them to 
know it. 

Any time we can be of any assistance, we certainly hope you will 
call on us. . . 
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Mr. Tuomeson. Thank you, Mr. Carter. 

The committee is considering a visit to your State which I think 
perhaps you require, that is after the Easter recess, and when you are 
ready for it we want to come down there and discuss with the rice 
industry generally the question of a long-range program. 

The discussion would have nothing particularly to do with the 
Public Law 480, but I take this opportunity to tell you that the com- 
mittee is working on that hearing and willbe. subject to the convenience 
of the people of Arkansas. 

Mr. Carter. We are delighted to know that and will be delighted to 
have the leaders of the rice industry there. 

Mr. Tuompson. If there is nothing further, gentlemen, I thank all 
of you for your attendance here, and at this time the committee will 
stand adjourned. 

(Whereupon, at 11:20 a.m., the subcommittee adjourned.) 
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TUESDAY, MARCH 10, 1959 


House or REPRESENTATIVES, 
Commopiry SuBscOMMITTEE ON WHEAT OF 
THE COMMITTEE ON AGRICULTURE, 
Washington, D.C. 

The subcommittee met, pursuant to recess, at 10 a.m., in room 1310, 
New House Office Building, Hon. Carl Albert (chairman of the sub- 
committee) presiding. 

Present: Representatives Albert, Jones of Missouri, Breeding, 
Belcher, Smith of Kansas, Short, and Latta. 


Also present: Representatives Poage, McGovern, Mrs. May, Quie, 
and Burdick. 


John J. Heimburger, counsel; Hyde Murray, assistant clerk; and 
Francis M. LeMay, consultant. 

Mr. Atzert. The subcommittee will please come to order. 

Although we lack a member or so of having a quorum, I think we 
should start. 

We are continuing our general wheat hearings this morning. 

(H.R. 3275, H.R. 4679, H.R. 4689, H.R. 4716, H.R. 4722, FUR. 4725 
ELR. 4749, H.R. 4751, H.R. 4791, H.R. 4818, H.R. 4991, H.R. 5060, and 
H.R. 5314 are as follows:) 


(H.R. 3275, 86th Cong., 1st sess.] 


A BILL To amend the provisions of the Agricultural Act of 1949, as amended, the Agri- 
cultural Adjustment Act of 1938, as amended, and related legislation with respect to 
price support and marketing quotas on wheat 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 101(d) of the Agricultural Act 
of 1949, as amended, is amended by adding at the end thereof the following: 

“(8) the maximum quantity of any crop of wheat produced on any farm 
which shall be eligible for price support hereunder shall be the number of 
bushels of wheat determined by multiplying the farm normal yield of wheat 
by the farm acreage allotment for such crop or, in the case of a farm which 
is not in the commercial wheat producing area, by the actual wheat acreage 
of such crop.” 

, Lor 2. The Agricultural Adjustment Act of 1938, as amended, is amended as 
ollows: 

(1) Section 301(b) (6) (A) is amended to read as follows: 

(6) (A) ‘Market’ in the case of corn, cotton, rice, tobacco, and wheat 
means to dispose of in raw or processed form by voluntary or involuntary 
sale, barter, or exchange, or by gift inter vivos.” 

(2) Section 333 is amended by striking out the last sentence thereof and insert- 
ing in lieu thereof the following: “The national acreage allotment for wheat for 
any year shall be not less than fifty-five million acres: Provided, That beginning 
with 1961 said minimum shall be reduced five million acres each year until it 
reaches thirty-five million acres and beginning with 1964 and any year thereafter 
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the national acreage allotment for what shall not be less than thirty-five million 
acres.” 

(3) Subsections (b) and (c) of section 335 are amended by striking out said 
subsections and inserting in lieu thereof the following: 

“(b) The farm marketing quota for any farm for any marketing year shall be 
a number of bushels of wheat equal to the sum of (1) a number of bushels equal 
to the normal production of the farm acreage allotment and (2) a number of 
bushels equal to the amount or part thereof of wheat from the 1960 or any pre- 
vious crop which the producer has on hand, which was produced on a farm for 
which no farm marketing excess was determined for the applicable crop and for 
which no exemption was obtained under the provisions of Public Law 85-366.” 

(4) The provisions of Public Law 74, Seventy-seventh Congress, as amended 
(7 U.S.C. 1330, 1340), and section 335(d) (7 U.S.C. 1335(d)) shall not apply 
to the 1961 and subsequent crops of wheat. 

(5) A new section 339 is added to read as follows: 

“Sec. 339. Beginning with the 1961 crop of wheat any producer who while farm 
marketing quotas are in effect for a marketing year markets wheat in excess of 
the farm marketing quota for the marketing year for the farm on which such 
wheat is produced, shall be subject to a penalty on the excess so marketed at the 
rate of 45 per centum of the parity price per bushel of wheat as of May 1 of the 
calendar year in which the crop is harvested.” 

(6) Subsection 372(a) is amended to read as follows: 

“Sec. 872. (a) The penalty with respect to the marketing of wheat, cotton, or 
rice, if the marketing is to any person within the United States, shall be collected 
by the person who acquires the wheat, cotton, or rice, from the producer.” 

(7) Subsection 373(b) is amended to read as follows: 

“(b) Producers engaged in the production of corn, wheat, cotton, rice, peanuts, 
or tobacco, shall furnish such proof of their acreage, yield, storage, and market- 
ing, of the commodity in the form of records, marketing cards, reports, storage 
under seal, or otherwise, as the Secretary may prescribe as necessary for the 
administration of this title.” 


[H.R. 4679, 86th Cong., ist sess.] 


A BILL To amend the Agricultural Adjustment Act of 19388, as amended, to establish a 
marketing quota and income stabilization plan for wheat 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That this Act may be cited as the “Wheat 
Stabilization Act of 1959”. 

Sec. 2. Title III of the Agricultural Adjustment Act of 1938, as amended, 
is amended (1) by designating subtitles D and E as subtitles E and F, respec- 
tively, and (2) by inserting after subtitle C a new subtitle D as follows: 


“SUBTITLE D—MARKETING QUOTA AND INCOME STABILIZATION PLAN FOR WHEAT 
“LEGISLATIVE FINDINGS 


“Sec. 379a. Wheat, in addition to being a basic food, is one of the great 
export crops of American agriculture and its production for domestic con- 
sumption and for export is essential to the maintenance of a sound national 
economy and to the general welfare. The movement of wheat from producer 
to consumer, in the form of the commodity or any of the products thereof, 
is preponderantly in interstate and foreign commerce. That small percentage 
of wheat which is produced and consumed within the confines of any State is 
normally commingled with, and always bears a close and intimate commercial 
and competitive relationship to, that quantity of such commodity which moves 
in interstate and foreign commerce. For this reason, any regulation of intra- 
state commerce in wheat is a a regulation of commerce which is in competition 
with, or which otherwise affects, obstructs, or burdens interstate commerce in 
that commodity. In order to provide an adequate and balanced flow of wheat 
in interstate and foreign commerce and thereby assist farmers in obtaining 
parity of income by marketing wheat for domestic consumption at parity 
prices and by increased exports at world prices, and to assure consumers an 
adequate and steady supply of wheat at fair prices, it is necessary to regulate 
all commerce in wheat in the manner provided by this subtitle. 


| 
| 


CC. ttt... 


oe or me, 


— 


\T 


at 
n- 
al 
er 
of, 


at 
ity 


ite 





WHEAT 3 


“NATIONAL MARKETING QUOTA 


“Sec. 379b. Not later than May 15 of each calendar year, the Secretary shall 
determine and proclaim a national marketing quota which shall be in effect 
with respect to the marketing of wheat during the marketing year beginning 
on July 1 of the next succeeding calendar year. The national marketing quota 
for ahy marketing year shall be a number of bushels equal to the sum of the 
number of bushels which he determines will be consumed as human food in 
the continental United States, or outside the continental United States by 
members of the Armed Forces, during such marketing year and the number of 
bushels which he determines will be exported during such marketing year, less 
seventy-five million bushels. 


“APPORTIONMENT OF NATIONAL MARKETING QUOTA 


“Seo. 879c. (a) The national marketing quota for wheat, less a reserve 
of not to exceed 1 per centum thereof for apportionment as provided in this 
subsection, shall be apportioned by the Secretary among the several States 
in such manner that the quota of any State will bear the same ratio to the 
national quota as a figure determined by multiplying the base acreage of such 
State by its average yield bears to the corresponding figure for all of the 
States. For the purpose of this subsection, the base acreage of a State shall 
be the average number of acres planted to wheat in such State for the 1952 and 
1953 crops, and the average yield of the State shall be the average, weighted 
by the county base acres, of the average yields of the counties in the State as 
determined in accordance with subsection (b) of this section. The reserve set 
aside herein for apportionment by the Secretary shall be used to make increases 
in quotas apportioned to counties under subsection (b) of this section, on the 
basis of the relative needs of counties for additional quota because of reclama- 
tion and other new areas coming into the production of wheat after 1953. 

“(b) The State marketing quota for wheat, less a reserve of not to exceed 
2 per centum thereof for apportionment as provided in subsection (c) of this 
section, shall be apportioned by the Secretary among the counties in the State 
in such manner that the quota of any county will bear the same ratio tc the 
State quota as a figure determined by multiplying the base acreage of such 
county by its average yield bears to the corresponding figure for all of the 
counties in such State. For the purpose of this subsection, the base acreage 
of a county shall be the average number of acres planted to wheat in such 
county for the 1952 and 1953 crops, and the average yield of a county shall 
be the highest annual average number of bushels of wheat per acre harvested in 
such county during five consecutive years within the twenty-five year period 
immediately preceding the year in which the first such apportionment is made. 

“(e) The county quota shall be apportioned by the Secretary, through the 
county committees, among the farms within the county on which wheat has been 
planted during any one of the three marketing years immediately preceding the 
marketing year in which the apportionment is made and on which wheat was 
planted for the 1952 or 1953 crop, in such manner that the quota of any farm 
shall bear the same ratio to the county quota as a figure determined by multiply- 
ing the base acreage of such farm by its average yield bears to a corresponding 
figure for all of the farms in such county entitled to receive a farm marketing 
quota for wheat. For the purpose of this subsection the base acreage of a farm 
shall be the average number of acres planted to wheat on such farm for the 1952 
and 1953 crops, with adjustments for abnormal weather conditions during such 
years, tillable acres, crop-rotation practices, type of soil, and topography. The 
average yield of a farm shall be the average annual yield in bushels per harvested 
acre of such farm for the five years immediately preceding the year in which 
such apportionment is made on the basis of actual or estimated yields for such 
years with appropriate adjustments as prescribed by regulations issued by the 
Secretary, for abnormal weather or other conditions affecting yields in any of 
the years. Not more than 2 per centum of the State quota shall be used for 
apportionment to farms on which wheat has been planted during any of the three 
marketing years immediately preceding the marketing year in which the appor- 
tionment is made but upon which wheat was not planted for the 1952 or 1953 
crop. The Secretary may by regulations provide for the distribution of the 
farm marketing quota among individual producers on the farm on the basis of 
their respective shares in the wheat crop, or the proceeds thereof. 
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“Seo. 379d. (a) For the purposes of this subtitle, wheat marketed by a pro- 
ducer with respect to a farm after the beginning of the first marketing year for 
which a marketing quota and stabilization program is in effect under this subtitle 
shall be considered to be marketing quota wheat if— 

“(1) the amount of such wheat when added to any other wheat marketed 
by the producer with respect to such farm as marketing quota wheat subse- 
quent to the beginning of the first marketing year for which a marketing 
quota and stabilization certificate program is in effect under this subtitle, 
does not exceed the total amount of wheat allotted to such farm as farm 
marketing quota (or portion thereof distributed to such producer) under 
this subtitle for such year and any subsequent marketing year or years up 
to and including the marketing year which begins in the calendar year in 
which the wheat is marketed : Provided, That such quota or quotas have been 
determined as herein provided, and a marketing card or cards or similar 
instruments for such quota or quotas have been issued to the producer, or 

“(2) Such wheat was harvested prior to the calendar year in which the 
first marketing year for which a marketing quota and siabilization certifi- 
cate program is in effect under this subtitle begins, and could have been 
sold prior to the beginning of such marketing year without payment of a 
marketing penalty under Act of May 26, 1941 (7 U.S.C. 13840), and 

“(3) such wheat is identified by such producer and by any subsequent 
seller or other transferor as marketing quota wheat in such manner as 
shall be prescribed by regulations of the Secretary. 

““(b) For the purposes of this subsection, wheat marketed prior to the begin- 
ning of a marketing year shall be considered to have been marketed subsequent 
to the beginning of such marketing year if it is harvested during the calendar 
year in which such marketing year begins. 

“(e) (1) Except as provided in this subsection and in section 379g, nothing 
contained in this subtitle shall be construed to prohibit or restrict the transfer or 
use of wheat other than marketing quota wheat. 

“(2) Any person who, in connection with the sale or other transfer of wheat, 
represents such wheat to be marketing quota wheat and such wheat does not 
meet all the applicable requirements of subsection 379d(a) hereof, shall forfeit 
to the United States a sum equal to three times the number of bushels of wheat 
involved in such misrepresentation, multipiied by the price support per bushel 
in effect under section 379m hereof for the marketing year in which the misrepre- 
sentation occurs. Such forfeiture shall be recoverable in a civil suit brought in 
the name of the United States. 

“(d) Beginning with the first day of the first marketing year for which a 
marketing quota and stabilization certificate program is in effect under this 
subtitle, no person who first processes wheat into food products composed wholly 
or partly of wheat for domestic food consumption or export, shall process any such 
wheat, and no person shall export unprocessed wheat, unless such person has 
in his possession evidence satisfactory to the Secretary that such wheat is 
either (1) marketing quota wheat, (2) imported wheat, (3) wheat sold by the 
Commodity Credit Corporation, or (4) wheat which was marketed by the pro- 
ducer thereof prior to the beginning of the first marketing year for which a 
marketing quota and stabilization certificate program is in effect under this 
subtitle, and is not considered to have been marketed in such marketing year 
under the provisions of subsection (b) hereof. 


“DOMESTIC FOOD QUOTA 


“Sec. 379e. Not later than May 15 of each calendar year the Secretary shall 
determine and proclaim the domestic food quota for wheat for the marketing 
year beginning in the next calendar year. Such domestic food quota shall be 
that number of bushels of wheat which the Secretary determines will be con- 
sumed as human food in the continental United States, and outside the conti- 
nental United States by members of the Armed Forces, during such marketing 
year. 

“STABILIZATION CERTIFICATES 


“Sec. 379f (a) The Secretary shall prepare for each marketing year stabiliza- 
tion certificates which shall be issued for each farm to which a farm marketing 
quota has been assigned under section 379c(c) for such year, and on which an 
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amount of acreage equal to not less than 20 per centum or more than 50 per 
centum of the wheat base acreage of the farm under section 379c(c) has been 
placed in the conservation reserve under the Soil Bank Act for such year: 
Provided, That no farm shall be ineligible for receipt of stabilization certificates 
by reason of the placing of more than 50 per centum of the wheat base of such 
farm in the conservation reserve if the placing of such acreage was provided for 
under a contract entered into prior to the beginning of the first marketing year 
for which a marketing quota and stabilization certificate program is in effect under 
this subtitle. The certificates issued for any farm shall be in an amount which 
bears the same ratio to such farm marketing quota as the domestic food quota 
proclaimed under section 379e bears to the national marketing quota proclaimed 
under section 379b for such year. Stabilization certificates shall not be issued 
with respect to any farm in an amount in excess of the number obtained by 
multiplying the acreage planted to wheat by the average yield of such farm 
determined in accordance with section 8379¢c(c). The stabilization certificates 
for a farm shall be issued to the farm operator, but the Secretary may authorize 
the issuance of stabilization certificates to individual producers on any farm on 
the basis of their respective shares in the wheat crop, or the proceeds thereof, 
produced on the farm. The Secretary shall also issue and sell stabilization 
certificates to processors and importers in such quantities as are required by 
them in order to meet the requirements of subsections (a) and (b) of section 
879g. Stabilization certificates shall be transferable only in accordance with 
regulations issued by the Secretary. 

“(b) When the domestic food quota is proclaimed for any marketing year 
pursuant to section 379e hereof, the Secretary shall determine and: proclaim 
the estimated parity price for wheat as of the beginning of the marketing year 
for which the domestic food quota is proclaimed. The value of any stabilization 
certificate issued for such marketing year shall be equal to 35 per centum of 
such estimated parity price of wheat per bushel, multiplied by the number of 
bushels of wheat with respect to which it is issued. The value of any stabiliza- 
tion certificate so determined shall remain constant and shall remain in effect 
until redeemed. 

“(c) The Secretary is authorized and directed through the Commodity Credit 
Corporation to buy and sell stabilization certificates issued for any marketing 
year at the value proclaimed pursuant to subsection (b) of this section. For 
the purpose of facilitating the purchase and sale of certificates, the Secretary 
may establish and operate a pool or pools and he may also authorize public and 
private agencies to act as his agents, either directly or through the pool or pools. 
Certificates shall be valid to cover sales and importations of products made dur- 
ing the marketing year with respect to which they are issued and after being 
once used to cover such sales and importations shall be canceled by the Secre- 
tary. Any unused certificates shall be redeemed by the Secretary at the price 
established for such certificates. 


“ACQUISITION OF STABILIZATION CERTIFICATES BY PROCESSORS 


“Sec. 379g. (a) Beginning with the first day of the first marketing year for 
which a marketing quota and stabilization certificate program is in effect under 
this subtitle and except as provided in subsection (d) hereof, no person shall 
process wheat into food products composed wholly or partly of wheat for domes- 
tic food consumption or export in excess of the quantity for which stabilization 
certificates issued pursuant to section 379f hereof have been acquired by such 
person. 

“(b) Beginning with the first day of the first marketing year for which a mar- 
keting quota and stabilization certificate program is in effect under this subtitle, 
and except as provided in subsection (d) hereof, no person shall import or bring 
into the continental United States any food products containing wheat in excess 
of the quantity for which stabilization certificates issued pursuant to section 
879f of this Act have been acquired by such person. 

“(c) Upon the exportation from the continental United States of any food 
product containing wheat, with respect to which stabilization certificates as 
required herein have been acquired, the Secretary shall pay to the exporter an 
amount equal to the value of the certificates for the quantity of wheat so ex- 
ported in the food product. For the purposes of this subsection, the consignor 
named in the bill of lading, under which the article is exported, shall be consid- 
ered the exporter: Provided, however, That any other person may be considered 
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to be the exporter if the consignor named in the bill of lading waives claim in 
favor of such other person. 

“(d) Upon the giving of a bond satisfactory to the Secretary under such rules 
and regulations as he shall prescribe to secure the purchase of and payment for 
such stabilization certificates as may be required, any person required to have 
a stabilization certificate in order to process wheat or import a food product 
composed wholly or partly of wheat may process or import any such commodity 
without having first acquired a stabilization certificate. 

“(e) As used in this section and section 379(d), (1) the term ‘food’ means 
human food but shall not be deemed to include liquor or beverages, and (2) the 
term ‘export’ shall not be deemed to include the shipment of food products for 
consumption by the Armed Forces of the United States outside the continental 
United States. 


“CONVERSION FACTORS 


“Sec. 379h. The Secretary shall ascertain and establish conversion factors 
showing the amount of wheat contained in food products processed wholly or 
partly from wheat. The conversion factor for any such product shall be deter- 
mined upon the basis of the weight of wheat used in the processing of such 
product. 


“OIVIL PENALTIES 


“Sec. 379i. Any person who violates or attempts to violate, or participates or 
aids in the violation of any of the provisions of subsection (a) or (b) of section 
879g, or of subsection (d) of subsection 379d hereof, shall forfeit to the United 
States a sum equal to three times the number of bushels of wheat involved in 
such violation, including the wheat in any product composed wholly or partly 
of wheat, multiplied by the price support per bushel in effect under section 379m 
hereof, for the marketing year in which such violation occurs. Such forfeiture 
shall be recoverable in a civil suit brought in the name of the United States. 


“ADJUSTMENT IN NATIONAL MARKETING AND DOMESTIC FOOD QUOTAS 


“Sec. 379j. If the Secretary has reason to believe that because of a national 
emergency or because of a material increase in demand for wheat, the national 
marketing quota or the domestic food quota for wheat should be increased or 
suspended, he shall cause an immediate investigation to be made to determine 
whether the increase or suspension is necessary in order to meet such emergency 
or increase in the demand for wheat. If, on the basis of such investigation, the 
Secretary finds that such increase or suspension is necessary, he shall imme- 
diately proclaim such finding (and if he finds an increase is necessary, the 
amount cf the increase found by him to be necessary) and thereupon such 
quotas shall be increased or shall be suspended, as the case may be. In case any 
national marketing quota is increased under this section, each farm marketing 
qouta for wheat shall be increased in the same ratio. In case any domestic food 
quota for wheat is increased under this section, the amount of the stabilization 
certificates for each farm shall be increased in the same ratio. 


“REPORTS AND RECORDS 


“Sec. 379k. (a) The provisions of section 373(a) of this Act shall apply to 
all persons, except wheat producers, who are subject to the provisions of this 
subtitle, except that any such person failing to make any report or keep any 
record as required by this section or making any false report or record shall 
be deemed guilty of a misdemeanor and upon conviction thereof shall be subject 
to a fine of not more than $2,000 for each such violation. 

“(b) The provisions of section 373(b) of this Act shall apply to all wheat 
farmers who are subject to the provisions of this subtitle. 


“REFERENDUM 


“Sec. 3791. In the first referendum, held pursuant to section 336 hereof, 
following the enactment of this subtitle for the purpose of determining whether 
farmers eligible to vote in such referendum and voting on the question favor 
a marketing quota and stabilization certificate program under this subtitle in 
lieu of marketing quotas under subtitle B hereof, the Secretary shall submit 
on separate ballots the question of whether such farmers favor a marketing 
quota and stabilization certificate program under this subtitle in lieu of mar- 
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keting quotas under subtitle B If the Secretary determines that a majority 
of eligible farmers voting on such question favor such marketing quota and 
stabilization certificate program under this subtitle D, the Secretary shall, 
prior to the effective date of the national marketing quota proclaimed under 
subtitle B, hereof, suspend the operation of such quota and place into effect a 
marketing quota and stabilization certificate program for the crop with respect 
to which the referendum is held and subsequent wheat crops under the pro- 
visions of this subtitle, in which event the provisions of subtitle B relating to 
marketing quotas and acreage aloltments for wheat shall no longer be in effect. 
If a majority of such farmers do not favor such program the provisions of 
this subtitle shall be of no further force or effect. The determinations of the 
Secretary pursuant to this section shal be final and not subject to judicial 
review. 
“PRICE SUPPORT 


“Sec. 379m. Notwithstanding any other provision of law— 

“(a) whenever a wheat marketing quota and stabilization certificate 
program under this subtitle is in effect, price support for wheat shall be 
determined in accordance with the provisions of subsection (b) of this 
section; and 

“(b) the Commodity Credit Corporation is directed to make available 
through loans, purchases, or other operations, price support to producers 
of wheat at a level not less than 65 per centum of the parity price for 

- wheat as determined by the Secretary of Agriculture as of May 1 prior 
to the beginning of the marketing year on the amounts of the farm mar- 
keting quotas of such producers for such year. 


“SECURITY RESERVE FOR WHEAT 


“Seo. 379n. (a) The Secretary is authorized and directed to establish a secu- 
rity reserve for wheat, and to transfer to such reserve five hundred million 
bushels of wheat owned by the Commodity Credit Corporation. Wheat placed 
in such reserve shall remain the property of the Commodity Credit Corporation, 
and, except for rotation to prevent spoilage, shall not be removed from such 
reserve except in case of war or other national emergency proclaimed by the 
President. 

“(b) The Commodity Credit Corporation shall enter into contracts for the 
storage of wheat placed in the reserve established by this Act for such periods 
of time and on such terms as will result in the most economical cost. Such 
contracts shall be awarded on a basis which will provide adequate dispersal 
for security purposes among the producing States, having regard for the pro- 
portionate production of such State. Such contracts shall provide for the rota- 
tion of stocks to prevent spoilage and for such purpose shall contain a schedule 
of premiums and discounts for differences in quality. 

“Sro. 3790. The provisions of sections 861 to 368, each inclusive, shall apply 
to farm marketing quotas established under this subtitle D.” 


[H.R. 4689, 86th Cong., 1st sess.] 
A BILL To amend the Agricultural Adjustment Act of 1938, as amended 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That this Act may be cited as the “Wheat 
Stabilization Act of 1959.” 

Seo. 2. Title III of the Agricultural Adjustment Act of 1938, as amended, is 
amended (1) by designating subtitles Dand BE as subtitles EB and F, respectively, 
and (2) by inserting after subtitle C a new subtitle D as follows: 


“SUBTITLE D—MARKETING QUOTA AND INCOME STABILIZATION PLAN FOR WHEAT 


“LEGISLATIVE FINDINGS 


“Sro. 379a. Wheat, in addition to being a basic food, is one of the great export 
crops of American agriculture and its production for domestic consumption and 
for export is essential to the maintenance of a sound national economy and to the 
general welfare. The movement of wheat from producer to consumer, in the 
form of the commodity or any of the products thereof, is preponderantly in inter- 
state and foreign commerce. That small percentage of wheat which is produced 
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and consumed within the confines of any State is normally commingled with, and 
always bears a close and intimate commercial and competitive relationship to, 
that quantity of such commodity which moves in interstate and foreign com- 
merce. For this reason, any regulation of intrastate commerce in wheat is a 
regulation of commerce which is in competition with, or which otherwise affects, 
obstructs, or burdens inierstate commerce in that commodity. In order to pro- 
vide an adequate and balanced flow of wheat in interstate and foreign commerce 
and thereby assist farmers in obtaining parity of income by marketing wheat 
for domestic consumption at parity prices and by increased exports at world 
prices, and to assure consumers an adequate and steady supply of wheat at 
fair prices, it is necessary to regulate all commerce in wheat in the manner pro- 
vided by this subtitle. 
“NATIONAL MARKETING QUOTA 


“Sec. 379b. Not later than May 15 of each calendar year, the Secretary shall 
proclaim a national marketing quota which shall be in effect with respect to the 
marketing of wheat during the marketing year beginning on July 1 of the next 
succeeding calendar year. The national marketing quota for any marketing 
year shall be a number of bushels equal to the sum of the number of bushels 
which he determines will be consumed as human food in the continental United 
States, or outside the continental United States by members of the Armed Forces, 
during such marketing year and the number of bushels which he determines will 
be exported during such marketing year, less seventy-five million bushels. 


“APPORTIONMENT OF NATIONAL MARKETING QUOTA 


“Sec. 379c. (a) The national marketing quota for wheat, less a reserve of 
not to exceed 1 per centum thereof for apportionment as provided in this sub- 
section, shall be apportioned by the Secretary among the several States in such 
manner that the quota of any State will bear the same ratio to the national quota 
as a figure determined by multiplying the base acreage of such State by its 
average yield bears to the corresponding figure for all of the States. For the 
purpose of this subsection, the base acreage of a State shall be the average num- 
ber of acres planted to wheat in such State for the 1952 and 1953 crops, and the 
average yield of a State shall be the average, weighted by the county base acres, 
of the average yields of the counties in the State as determined in accordance 
with subsection (b) of this section. The reserve set aside herein for apportion- 
ment by the Secretary shall be used to make increases in quotas apportioned to 
counties under subsection (b) of this section, on the basis of the relative needs 
of counties for additional quota because of reclamation and other new areas 
coming into the production of wheat after 1953. 

“(b) The State marketing quota for wheat, less a reserve of not to exceed 2 
per centum thereof for apportionment as provided in subsection (c) of this sec- 
tion, shall be apportioned by the Secretary among the counties in the State in 
such manner that the quota of any county will bear the same ratio to the State 
quota as a figure determined by multiplying the base acreage of such county by 
its average yield bears to the corresponding figure for all of the counties in such 
State. For the purpose of this subsection, the base acreage of a county shall 
be the average number of acres planted to wheat in such county for the 1952 
and 1953 crops, and the average yield of a county shall be the highest annual 
average number of bushels of wheat per acre harvested in such county during 
five consecutive years within the twenty-five-year period immediately preceding 
the year in which the first such apportionment is made. 

“(c) The county quota shall be apportioned by the Secretary, through the 
county committees, among the farms within the county on which wheat has been 
planted during any one of the three marketing years immediately preceding the 
marketing year in which the apportionment is made and on which wheat was not 
planted for the 1952 or 1953 crop, in such manner that the quota of any farm 
shall bear the same ratio to the county quota as a figure determined by multi- 
plying the base acreage of such farm by its average yield bears to a correspond- 
ing figure for all of the farms in such county entitled to receive a farm market- 
ing quota for wheat. For the purpose of this subsection the base acreage of 
a farm shall be the average number of acres planted to wheat on such farm for 
the 1952 and 1953 crops, with adjustments for abnormal weather conditions 
during such years, tillable acres, crop-rotation practices, type of soil, and 
topography. The average yield of a farm shall be the average annual yield 
in bushels per harvested acre of such farm for the five years immediately preced- 
ing the year in which such apportionment is made on the basis of actual or 
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estimated yields for such years with appropriate adjustments as prescribed 
by regulations issued by the Secretary, for abnormal weather or other condi- 
tions affecting yields in any of the years. Not more than 2 per centum of the 
State quota shall be used for apportionment to farms on which wheat has been 
planted during any of the three marketing years immediately preceding the 
marketing year in which the apportionment is made but upon which wheat was 
not planted for the 1952 or 1953 crops. The Secretary may by regulations pro- 
vide for the distribution of the farm marketing quota among individual pro- 
ducers on the farm on the basis of their respective shares in the wheat crop, or 
the proceeds thereof. 
“MARKETING OF WHEAT 


“Sec. 879d. (a) For the purposes of this subtitle, wheat marketed by a pro- 
ducer with respect to a farm after the beginning of the first marketing year for 
which a marketing quota and stabilization program is in effect under this sub- 
title shall be considered to be marketing quota wheat if— 

“(1) the amount of such wheat, when added to any other wheat marketed 
by the producer with respect to such farm as marketing quota wheat sub- 
sequent to the beginning of the first marketing year for which a marketing 
quota and stabilization certificate program is in effect under this subtitle, 
does not exceed the total amount of wheat allotted to such farm as farm 
marketing quota (or portion thereof distributed to such producer) under 
this subtitle for such year and any subsequent marketing year or years 
up to and including the marketing year which begins in the calendar year 
in which the wheat is marketed: Provided, That such quota or quotas have 
been determined as herein provided, and a marketing card or cards or simi- 
lar instruments for such quota or quotas have been issued to the producer, 
or 

“(2) such wheat was harvested prior to the calendar year in which the 
first marketing year for which a marketing quota and stabilization certifi- 
cate program is in effect under this subtitle begins, and could have been sold 
prior to the beginning of such marketing year without payment of a mar- 
keting penalty under Act of May 26, 1941 (7 U.S.C. 1340), and 

“(3) such wheat is identified by such producer and by any subsequent 
seller or other transferor as marketing quota wheat in such manner as shall 
be prescribed by regulations of the Secretary. 

“(b) For the purposes of this subsection, wheat marketed prior to the begin- 
ning of a marketing year shall be considered to have been marketed subsequent 
to the beginning of such marketing year if it is harvested during the calendar 
year in which such marketing year begins. 

“(c)(1) Except as provided in this subsection and in section 379g, nothing 
contained in this subtitle shall be construed to prohibit or restrict the transfer 
or use of wheat other than marketing quota wheat. 

(2) Any person who, in connection with the sale or other transfer of wheat, 
represents such wheat to be marketing quota wheat and such wheat does not 
meet all the applicable requirements of subsection 379d(a) hereof, shall forfeit 
to the United States a sum equal to three times the number of bushels of wheat 
involved in such misrepresentation, multiplied by the price support per bushel in 
effect under section 379m hereof for the marketing year in which the misrepre- 
sentation occurs. Such forfeiture shall be recoverable in a civil suit brought 
in the name of the United States. 

“(d) Beginning with the first day of the first marketing year for which 
a marketing quota and stabilization certificate program is in effect under this 
subtitle, no person who first processes wheat into food products composed wholly 
or partly of wheat for domestic food consumption or export, shall process any 
such wheat, and no person shall export unprocessed wheat, unless such person has 
in his possession evidence satisfactory to the Secretary that such wheat is either 
(1) marketing quota wheat, (2) imported wheat, (3) wheat sold by the Com- 
modity Credit Corporation, (4) wheat which was marketed by the producer 
thereof prior to the beginning of the first marketing year for which a marketing 
quota and stabilization certificate program is in effect under this subtitle, and is 
not considered to have been marketed in such marketing year under the pro- 
visions of subsection (b) hereof. 


“DOMESTIC FOOD QUOTA 


“Seo. 379e. Not later than May 15 of each calendar year the Secretary shall 
determine and proclaim the domestic food quota for wheat for the marketing 
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year beginning in the next calendar year. Such domestic food quota shall be 
that number of bushels of wheat which the Secretary determines will be con- 
sumed as human food in the continental United States, and outside the conti- 
nental United States by members of the Armed Forces, during such marketing 
year. 

“STABILIZATION CERTIFICATES 


“Seo. 379f. (a) The Secretary shall prepare for each marketing year stabiliza- 
tion certificates which shall be issued for each farm to which a farm marketing 
quota has been assigned under section 379c(c) for such year, and on which an 
amount of acreage equal to not less than 20 per centum or more than 50 per 
centum of the wheat base acreage of the farm under section 379c(c) has been 
placed in the conservation reserve under the Soil Bank Act for such year: 
Provided, That no farm shall be ineligible for receipt of stabilization certificates 
by reason of the placing of more than 50 per centum of the wheat base of such 
farm in the conservation reserve if the placing of such acreage was provided 
for under a contract entered into prior to the beginning of the first marketing 
year for which a marketing quota and stabilization certificate program is in 
effect under this subtitle. The certificates isued for any farm shall be in an 
amount which bears the same ratio to such farm marketing quota as the 
domestic food quota proclaimed under section 379e bears to the national market- 
ing quota proclaimed under section 379b for such year. Stabilization certifi- 
cates shall not be issued with respect to any farm in an amount in excess of 
the number obtained by mulitplying the acreage planted to wheat by the aver- 
age yield of such farm determined in accordance with section 379c(c). The 
stabilization certificates for a farm shall be issued to the farm operator, but 
the Secretary may authorize the issuance of stabilization certificates to in- 
dividual producers on any farm on the basis of their respective shares in the 
wheat crop, or the proceeds thereof, produced on the farm. The Secretary 
shall also issue and sell stabilization certificates to processors and importers 
in such quantities as are required by them in order to meet the requirements of 
subsections (a) and (b) of section 379g. Stabilization certificates shall be 
tranferable only in accordance with regulations issued by the Secretary. 

“(b) When the domestic food quota is proclaimed for any marketing year 
pursuant to section 379e hereof, the Secretary shall determine and proclaim 
the estimated parity price for wheat as of the beginning of the marketing year 
for which the domestic food quota is proclaimed. The value of any stabilization 
certificate issued for such marketing year shall be equal to 35 per centum of such 
estimated parity price of wheat per bushel, multiplied by the number of bushels 
of wheat with respect to which it is issued. The value of any stabilization 
certificate so determined shall remain constant and shall remain in effect until 
redeemed. 

“(c) The Secretary is authorized and directed through the Commodity Credit 
Corporation to buy and sell stabilization certificates issued for any marketing 
year at the value proclaimed pursuant to subsection (b) of this section. For 
the purpose of facilitating the purchase and sale of certificates, the Secretary 
may establish and operate a pool or pools and he may also authorize public and 
private agencies to act as his agents, either directly or through the pool or pools. 
Certificates shall be valid to cover sales and importations of products made during 
the marketing year with respect to which they are issued and after being once 
used to cover such sales and importations shall be canceled by the Secretary. 
Any unused certificates shall be redeemed by the Secretary at the price estab- 
lished for such certificates. 


“ACQUISITION OF STABILIZATION CERTIFICATES BY PROCESSORS 


“Sec. 379g. (a) Beginning with the first day of the first marketing year for 
which a marketing quota and stabilization certificate program is in effect under 
this subtitle and except as provided in subsection (d) hereof, no person shall 
process wheat into food products composed wholly or partly of wheat for domestic 
food consumption or export in excess of the quantity for which stabilization certifi- 
eates issued pursuant to section 379f hereof have been acquired by such person. 

“(b) Beginning with the first day of the first marketing year for which a 
marketing quota and stabilization certificate program is in effect under this 
subtitle, and except as provided in subsection (d) hereof, no person shall import 
or bring into the continental United States any food products containing wheat 
in excess of the quantity for which stabilization certificates issued pursuant to 
section 379f of this Act have been acquired by such person. 
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“(ce) Upon the exportation from the continental United States of any food 
product containing wheat, with respect to which stabilization certificates as 
required herein have been acquired, the Secretary shall pay to the exporter 
an amount equal to the value of the certificates for the quantity of wheat so 
exported in the food product. For the purposes of this subsection, the con- 
signor named in the bill of lading, under which the article is exported, shall 
be considered the exporter: Provided, however, That any other person may be 
considered to be the exporter if the consignor named in the bill of lading waives 
claim in favor of such other person. 

“(d) Upon the giving of a bond satisfactory to the Secretary under such 
rules and regulations as he shall prescribe to secure the purchase of and payment 
for such stabilization certificates as may be required, any person required to 
have a stabilization certificate in order to process wheat or import a food product 
composed wholly or partly of wheat may process or import any such commodity 
without having first acquired a stabilization certificate. 

“(e) As used in this section and section 379d(d), (1) the term ‘food’ means 
human food but shall not be deemed to include liquor or beverages, and (2) the 
term ‘export’ shall not be deemed to include the shipment of food products 
for consumption by the Armed Forces of the United States outside the continental 
United States. 

“CONVERSION FACTORS 


“Seo. 379h. The Secretary shall ascertain and establish conversion factors 
showing the amount of wheat contained in food products processed wholly or 
partly from wheat. The conversion factor for any such product shall be deter- 
mined upon the basis of the weight of wheat used in the processing of such 
product. 

“CIVIL PENALTIES 


“Sec. 879i. Any person who violates or attempts to violate, or participates or 
aids in the violation of any of the provisions of subsections (a) or (b) of sec- 
tion 379g, or of subsection (d) of subsection 379d hereof, shall forfeit to the 
United States a sum equal to three times the number of bushels of wheat involved 
in such violation, including the wheat in any product composed wholly or partly 
of wheat, multiplied by the price support per bushel in effect under section 
379m hereof, for the marketing year in which such violation occurs. Such 
forfeiture shall be recoverable in a civil suit brought in the name of the United 
States. , 


“ADJUSTMENTS IN NATIONAL MARKETING AND DOMESTIC FOOD QUOTAS 


“Sec. 879j. If the Secretary has reason to believe that because of a national 
emergency or because of a material increase in demand for wheat, the national 
marketing quota or the domestic food quota for wheat should be increased or 
suspended, he shall cause an immediate investigation to be made to determine 
whether the increase or suspension is necessary in order to meet such emergency 
or increase in the demand for wheat. If, on the basis of such investigation, the 
Secretary finds that such increase or suspension is necessary, he shall im- 
mediately proclaim such finding (and if he finds an increase is necessary, the 
amount of the increase found by him to be necessary) and thereupon such 
quotas shall be increased or shall be suspended, as the case may be. In case 
any national marketing quota is increased under this section, each farm market- 
ing quota for wheat shall be increased in the same ratio. In case any domestic 
food quota for wheat is increased under this section, the amount of the stabiliza- 
tion certificates for each farm shall be increased in the same ratio. 


“REPORTS AND RECORDS 


“Sec. 379k. (a) The provisions of section 373(a) of this Act shall apply to 
all persons, except wheat producers, who are subject to the provisions of this 
subtitle, except that any such person failing to make any report or keep any 
record as required by this section or making any false report or record shall be 
deemed guilty of a misdemeanor and upon conviction thereof shall be subject to 
a fine of not more than $2,000 for each such violation. 

“(b) The provisions of section 373(b) of this Act shall apply to all wheat 
farmers who are subject to the provisions of this subtitle. 
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“REFERENDUM 


“Sec. 3791. In the first referendum, held pursuant to section 336 hereof, fol- 
lowing the enactment of this subtitle for the purpose of determining whether 
farmers eligible to vote in such referendum and voting on the question favor a 
marketing quota and stabilization certificate program under this subtitle in lieu 
of marketing quotas under subtitle B hereof, the Secretary shall submit on 
separate ballots the question of whether such farmers favor a marketing quota 
and stabilization certificate program under this subtitle in lieu of marketing 
quotas under subtitle B. If the Secretary determines that a majority of eligible 
farmers voting on such question favor such marketing quota and stabilization 
certificate program under this subtitle D, the Secretary shall, prior to the effec- 
tive date of the national marketing quota proclaimed under subtitle B hereof, 
suspend the operation of such quota and place into effect a marketing quota and 
stabilization certificate program for the crop with respect to which the refer- 
endum is held and subsequent wheat crops under the provisions of this subtitle, 
in which event the provisions of subtitle B relating to marketing quotas and 
acreage allotments for wheat shall no longer be in effect. If a majority of such 
farmers do not favor such program the provisions of this subtitle shall be of no 
further force or effect. The determinations of the Secretary pursuant to this 
section shall be final and not subject to judicial review. 


“PRICE SUPPORT 


“Sec. 379m. Notwithstanding any other provision of law— 

“(a) whenever a wheat marketing quota and stabilization certificate pro- 
gram under this subtitle is in effect, price support for wheat shall be deter- 
mined in accordance with the provisions of subsection (b) of this section; 
and 

“(b) the Commodity Credit Corporation is directed to make available 
through loans, purchases, or other operations, price support to producers of 
wheat at a level not less than 65 per centum of the parity price for wheat 
as determined by the Secretary of Agriculture as of May 1 prior to the 
beginning of the marketing year on the amounts of the farm marketing 
quotas of such producers for such year. 


“SECURITY RESERVE FOR WHEAT 


“Sec. 379n. (a) The Secretary is authorized and directed to establish a secu- 
rity reserve for wheat, and to transfer to such reserve five hundred million 
bushels of wheat owned by the Commodity Credit Corporation. Wheat placed 
in such reserve shall remain the property of the Commodity Credit Corporation, 
and, except for rotation to prevent spoilage, shall not be removed from such 
reserve except in case of war or other national emergency proclaimed by the 
President. 

“(b) The Commodity Credit Corporation shall enter into contracts for the 
storage of wheat placed in the reserve established by this Act for such periods of 
time and on such terms as will result in the most economical cost. Such con- 
tracts shall be awarded on a basis which will provide adequate dispersal for 
security purposes among the producing States, having regard for the propor- 
tionate production of such State. Such contracts shall provide for the rotation 
of stocks to prevent spoilage and for such purpose shall contain a schedule of 
premiums and discounts for differences in quality. 

“Seo. 3790. The provisions of sections 361 to 368, each inclusive, shall apply 
to farm marketing quotas established under this subtitle D.” 


(H.R. 4716, 86th Cong., 1st sess. ]) 
A BILL To amend the Agricultural Adjustment Act of 1938, as amended 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That this Act may be cited as the “Wheat 
Stabilization Act of 1959”. 

Seo. 2. Title III of the Agricultural Adjustment Act of 1988, as amended, is 


amended (1) by designating subtitles D and E as subtitles E and F, respectively, 
and (2) by inserting after subtitle C a new subtitle D as follows: 
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“SupTitLE D—MARKETING Quota AND INCOME STABILIZATION PLAN FOR WHEAT 


“LEGISLATIVE FINDINGS 


“Sec. 879a. Wheat, in addition to being a basic food, is one of the great export 
crops of American agriculture and its production for domestic consumption and 
for export is essential to the maintenance of a sound national economy and to the 
general welfare. The movement of wheat from producer to consumer, in the form 
of the commodity or any of the products thereof, is preponderantly in interstate 
and foreign commerce. That small percentage of wheat which is produced and 
consumed within the confines of any State is normally commingled with, and 
always bears a close and intimate commercial and competitive relationship to, 
that quantity of such commodity which moves in interstate and foreign com- 
merce. For this reason, any regulation of intrastate commerce in wheat is a 
regulation of commerce which is in competition with, or which otherwise affects, 
obstructs, or burdens interstate commerce in that commodity. In order to provide 
an adequate and balanced flow of wheat in interstate and foreign commerce and 
thereby assist farmers in obtaining parity of income by marketing wheat for 
domestic consumption at parity prices and by increased exports at world prices, 
and to assure consumers an adequate and steady supply of wheat at fair prices, 
it is necessary to regulate all commerce in wheat in the manner provided by this 
subtitle. 


“NATIONAL MARKETING QUOTA 


“Sec. 379b. Not later than May 15 of each calendar year, the Secretary shall 
proclaim a national marketing quota which shall be in effect with respect to the 
marketing of wheat during the marketing year beginning on July 1 of the next 
succeeding calendar year. The national marketing quota for any marketing year 
shall be a number of bushels equal to the sum of the number of bushels which 
he determines will be consumed as human food in the continental United States, 
or outside the continental United States by members of the Armed Forces, during 
such marketing year and the number of bushels which he determines will be 
exported during such marketing year, less seventy-five million bushels in any 
year in which the carryover exceeds six hundred million bushels. 


“APPORTIONMENT OF NATIONAL MARKETING QUOTA 


“Sec. 379e. (a) The national marketing quota for wheat, less a reserve of not 
to exceed 1 per centum thereof for apportionment as provided in this subsection, 
shall be apportioned by the Secretary among the several States in such manner 
that the quota of any State will bear the same ratio to the national quota as a 
figure determined by multiplying the base acreage of such State by its average 
yield bears to the corresponding figure for all of the States. For the purpose of 
this subsection, the base acreage of a State shall be the average number of acres 
planted to wheat in such State for the 1952 and 1958 crops, and the average yield 
of a State shall be the average, weighted by the county base acres, of the average 
yields of the counties in the State as determined in accordance with subsection 
(b) of this section. The reserve set aside herein for apportionment by the Secre- 
tary shall be used to make increases in quotas apportioned to counties under 
subsection (b) of this section on the basis of the relative needs of counties for 
additional quota because of reclamation and other new areas coming into the 
production of wheat after 1953, and to make other equitable adjustments. 

“(b) The State marketing quota for wheat, less a reserve of not to exceed 3 per 
centum thereof for apportionment as provided in subsection (c) of this section, 
shall be apportioned by the Secretary among the counties in the State in such 
manner that the quota of any county will bear the same ratio to the State quota 
as a figure determined by multiplying the base acreage of such county by its 
average yield bears to the corresponding figure for all of the counties in such 
State. For the purpose of this subsection, the base acreage of a county shall be 
the average number of acres planted to wheat in such county for the 1952 and 
1953 crops, and the average yield of a county shall be the highest annual average 
number of bushels of wheat per acre harvested in such county during five consecu- 
tive years within the twenty-five year period immediately preceding the year in 
which the first such apportionment is made. 

“(c) The county quota shall be apportioned by the Secretary, through the county 
committees, among the farms within the county on which wheat has been planted 
during any one of the three marketing years immediately preceding the marketing 








14 WHEAT 


year in which the apportionment is made and on which wheat was planted for 
the 1952 or 1953 crop, in such manner that the quota of any farm shall bear the 
same ratio to the county quota as a figure determined by multiplying the base 
acreage of such farm by its average yield bears to a corresponding figure for all 
of the farms in such county entitled to receive a farm marketing quota for wheat. 
For the purpose of this subsection the base acreage of a farm shall be the average 
number of acres planted to wheat on such farm for the 1952 and 1953 crops, with 
adjustments for abnormal weather conditions during such years, tillable acres, 
crop-rotation practices, type of soil, and topography. The average yield of a farm 
shall be the average annual yield in bushels per harvested acre of such farm for 
the 10 years immediately preceding the year in which such apportionment is made 
on the basis of actual or estimated yields for such years with appropriate adjust- 
ments as prescribed by regulations issued by the Secretary for abnormal weather 
conditions or other conditions affecting yields. Not more than 8 per centum of 
the State quota shall be used for apportionment to farms on which wheat has 
been planted during any of the three marketing years immediately preceding the 
marketing year in which the apportionment is made but on which wheat was not 
planted for the 1952 or 1953 crop, or for making other equitable adjustments. 
The Secretary may by regulation provide for the distribution of the farm mar- 
keting quota among individual producers on the farm on the basis of their respec- 
tive shares in the wheat crop, or the proceeds thereof. 


“MARKETING OF WHEAT 


“Src. 379d. (a) For the purposes of this subtitle, wheat marketed by a pro- 
ducer with respect to a farm after the beginning of the first marketing year for 
which a marketing quota and stabilization certificate program is in effect under 
this subtitle shall be considered to be marketing quota wheat if— 

“(1) the amount of such wheat, when added to any other wheat marketed 
by the producer with respect to such farm as marketing quota wheat subse- 
quent to the beginning of the first marketing year for which a marketing 
quota and stabilization certificate program is in effect under this subtitle, does 
not exceed the total amount of wheat allotted to such farm as farm mar- 
keting quota under this subtitle D (or portion thereof distributed to such 
producer) for such year and any subsequent marketing year or years up to 
and including the marketing year which begins in the calendar year in which 
the wheat is marketed: Provided, That such quota or quotas have been 
determined as herein provided, and a marketing card or cards or similar 
instruments for such quota or quotas have been issued to the producer, or 

“(2) such wheat was harvested prior to the calendar year in which the 
first marketing year for which a marketing quota and stabilization certifi- 
eate program is in effect under this subtitle begins, and could have been sold 
prior to the beginning of such marketing year without payment of a marketing 
penalty under the joint resolution of May 26, 1941 (7 U.S.C., sec. 1340), and 

“(3) such wheat is identified by such producer and by any subsequent 
seller or other transferor as marketing quota wheat in such manner as shall 
be prescribed by regulation of the Secretary. 

“(b) For the purposes of this subsection, wheat marketed prior to the begin- 
ning of a marketing year shall be considered to have been marketed subsequent 
to the beginning of such marketing year if it is harvested during the calendar 
year in which such marketing year begins. 

““(c) Wheat which is stored as farm marketing excess under the joint resolu- 
tion of May 26, 1941 (7 U.S.C. 1340) , for any year prior to the first marketing vear 
in which a marketing quota and stabilization certifeate program is in effect 
under this subtitle may be sold after the beginning of such marketing year only 
upon payment of the penalty to which such wheat would have been subject had 
such program not gone into effect. 

“(d) Beginning with the first day of the first marketing year for which a mar- 
keting quota and stabilization certificate program is in effect under this subtitle, 
no person who first processes wheat into food products composed wholly or partly 
of wheat for domestic food consumption or export, shall process any such wheat, 
and no person shall export unprocessed wheat, unless such person has in his 
possession evidence satisfactory to the Secretary that such wheat is either (1) 
marketing quota wheat, (2) imported wheat, (3) wheat sold by the Commodity 
Credit Corporation, or (4) wheat which was marketed by the producer thereof 
prior to the beginning of the first marketing year for which a marketing quota 
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and stabilization certificate program is in effect under this subtitle, and is not 
considered to have been marketed in such marketing year under the provisions of 
subsection (b) hereof. 


“DOMESTIO FOOD QUOTA 


“Sec. 379e. Not later than May 15 of each calendar year the Secretary shall 
determine and proclaim the domestic food quota for wheat for the marketing 
year beginning in the next calendar year. Such domestic food quota shall be 
that number of bushels of wheat which the Secretary determines will be con- 
sumed as human food in the continental United States, and outside the continental 
United States by members of the Armed Forces, during such marketing year. 


“STABILIZATION CERTIFICATES 


“Sec. 879f. (a) The Secretary shall prepare for each marketing year stabiliza- 
tion certificates which shall be issued for each farm to which a farm marketing 
quota has been assigned under section 379c(c) for such year, and on which 
an amount of acreage equal to not less than 20 per centum or more than 50 
per centum of the wheat base acreage of the farm under section 379c(c) has 
been placed in the conservation reserve under the Soil Bank Act for such year: 
Provided, That no farm shall be ineligible for receipt of stabilization certificates 
by reason of the placing of more than 50 per centum of the wheat base acreage of 
such farm in the conservation reserve if the placing of such acreage was pro- 
vided for under a contract entered into prior to the beginning of the first market- 
ing year for which a marketing quota and stabilization certificate program is in 
effect under this subtitle: Provided further, That there is authorized to be appro- 
priated the sum of not to exceed $400,000,000 per annum for making payments 
under subtitle B of the Soil Bank Act on account of wheat base acreage which 
is placed in the conservation reserve under such Act, and payments on account 
of such acreage shall not be included in applying the monetary limitation con- 
tained in section 109 (c) of such Act, but the emount of such limitation shall 
be reduced by an amount equal to such payments. The certificates issued for 
any farm shall be in an amount which bears the same ratio to such farm 
marketing quota as the domestic food quota proclaimed under section 379e bears 
to the national marketing quota proclaimed under section 379b for such year. 
Stabilization certificates shall not be issued with respect to any farm in an 
amount in excess of the number obtained by multiplying the acreage planted to 
wheat by the average yield of such farm determined in accordance with section 
3879¢e(c), reduced by the number of bushels produced on such farm in prior years 
which have not been sold or otherwise transferred. The stabilization certificates 
for a farm shall be issued to the farm operator, but the Secretary may authorize 
the issuance of stabilization certificates to individual producers on any farm on 
the basis of their respective shares in the wheat crop, or the proceeds thereof, 
produced on the farm. 

“(b) If the domestic food quota has been proclaimed for any marketing year 
pursuant to section 379e of this Act, the Secretary shall determine and proclaim 
the estimated parity price for wheat and the estimated market price for wheat 
as of the beginning of the marketing year for which the domestic food quota is 
proclaimed. The value of any stabilization certificate issued for such marketing 
year shall be equal to the difference between the estimated parity price of wheat 
per bushel and the estimated market price per bushel, multiplied by the number 
of bushels of wheat with respect to which it is issued, except that no stabiliza- 
tion certificate shall be issued for one farm for a marketing year in an amount 
greater than $20,000. The proclamation required by this subsection shall be 
made during the month of May immediately preceding the marketing year for 
which such domestic food quota is proclaimed. 

“(¢e) Stabilization certificates shall— 

“(1) bear interest at the rate of 3 per centum per annum on the principal 
amount thereof (payable at the time of redemption) for a period of ten 
years after issuance; 

“(2) be redeemable upon the demand of the holder, and callable by the 
Secretary at any time after the expiration of ten years after issuance; 

“(3) be negotiable and assignable in accordance with regulations issued 
by the Secretary ; and 

“(4) be subject to such other terms and conditions as the Secretary may 
prescribe after consultation with the Secretary of the Treasury. 
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“(d) The Secretary is authorized and directed through the Commodity Credit 
Corporation to redeem stabilization certificates issued for any marketing year 
at the value proclaimed pursuant to subsection (b) of this section plus accrued 
interest. For the purpose of facilitating the redemption of certificates, the 
Secretary may establish and operate a pool or pools and he may also authorize 
public and private agencies to act as his agents, either directly or through the 
pool or pools. There are hereby authorized to be appropriated such sums as 
may be necessary to reimburse the Commodity Credit Corporation for amounts 
expended for the purpose of redeeming certificates under this section. 


“CIVIL PENALTIES 


“Sec. 379g. Any person who— 

“(1) in connection with the sale or other transfer of wheat, represents 
such wheat to be marketing quota wheat and such wheat does not meet all 
the applicable requirements of section 379d ; or 

“(2) violates or attempts to violate, or participates or aids in the violation 
of any of the provisions of section 379d (d), 

shall forfeit to the United States a sum equal to three times the number of 
bushels of wheat involved in such misrepresentation or violation, including the 
wheat in any product composed wholly or partly of wheat, multiplied by the 
price support per bushel in effect under section 379j hereof, for the marketing 
year in which such violation occurs. Such forfeitures shall be recoverable in a 
civil suit brought in the name of the United States. 


“ADJUSTMENTS IN NATIONAL MARKETING AND DOMESTIC FOOD QUOTAS 


“Sec. 379h. If the Secretary has reason to believe that because of a national 
emergency or because of a material increase in demand for wheat, the national 
marketing quota or the domestic food quota for wheat should be increased or 
suspended, he shall cause an immediate investigation to be made to determine 
whether the increase or suspension is necessary in order to meet such emer- 
gency or increase in the demand for wheat. If, on the basis of such investiga- 
tion, the Secretary finds that such increase or suspension is necessary, he shall 
immediately proclaim such finding (and if he finds an increase is necessary, the 
amount of the increase found by him to be necessary) and thereupon such 
quotas shall be increased or shall be suspended, as the case may be. In case 
any national marketing quota is increased under this section, each farm market- 
ing quota for wheat shall be increased in the same ratio. In case any domestic 
food quota for wheat is increased under this section, the amount of the stabiliza- 
tion certificates for each farm shall be increased in the same ratio. 


“REPORTS AND RECORDS 


“Sec. 379i. (a) The provisions of section 373(a) of this Act shall apply to all 
persons, except wheat producers, who are subject to the provisions of this sub- 
title, except that any such person failing to make any report or keep any record 
as required by this section or making any false report or record shall be deemed 
guilty of a misdemeanor and upon conviction thereof shall be subject to a fine of 
not more than $2,000 for each such violation. 

“(b) The provisions of section 373(b) of this Act shall apply to all wheat 
producers who are subject to the provisions of this subtitle. 


“REFERENDUM 


“Sec. 379j. The Secretary shall, not less than ninety days and not more than 
one hundred and twenty days after the enactment of this subtitle, conduct a 
referendum by secret ballot of farmers who would be eligible to vote in a 
referendum held under section 336 to determine whether such farmers favor a 
marketing quota and stabilization certificate program under this subtitle in lieu 
of programs carried out under subtitle B hereof. If the Secretary determines 
that a majority of eligible farmers voting on such question fayor such marketing 
quota and stabilization certificate program, the Secretary shall place in effect a 
marketing quota and stabilization certificate program with respect to the first 
marketing year beginning more than _____--_--_____-_-_-_ after the referendum 
is held and shall suspend the operation of subtitle B with respect to such mar- 
keting year. If a majority of such farmers do not favor such program the pro- 
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visions of this subtitle shall be of no further force or effect. The determinations 
of the Secretary pursuant to this section shall be final and not subject to judicial 
review. 

“PRICE SUPPORT 


“Sec. 379k. Notwithstanding any other provision of law— 

‘“(a) whenever a wheat marketing quota and stabilization certificate pro- 
gram under this subtitle is in effect, price support for wheat shall be deter- 
mined in accordance with the provisions of subsection (b) of this section ; 
and 

“(b) the Commodity Credit Corporation is directed to make available 
through loans, purchases, or other operations, price support to producers of 
wheat at a level not less than 65 per centum of the parity price for wheat 
as determined by the Secretary as of May 1 prior to the beginning of the 
marketing year on the amounts of the farm marketing quotas of such pro- 
ducers for such year. : 


“SECURITY RESERVE FOR WHEAT 


“Sec. 8791. (a) The Secretary is authorized and directed to establish a secu- 
rity reserve for wheat, and to transfer to such reserve five hundred million 
bushels of wheat owned by the Commodity Credit Corporation. Wheat placed 
in such reserve shall remain the property of the Commodity Credit Corporation 
and, except for rotation to prevent spoilage, shall not be removed from such 
reserve except in case of war or other national emergency proclaimed by the 
President. 

“(b) The Commodity Credit Corporation shall enter into contracts for the 
storage of wheat placed in the reserve established by this Act for such periods 
of time and on such terms as will result in the most economical cost. Such con- 
tracts shall be awarded on a basis which will provide adequate dispersal for 
security purposes among the producing States, having regard for the proportion- 
ate production of each such State. Such contracts shall provide for the rotation 
of stocks to prevent spoilage and for such purpose shall contain a schedule of 
premiums and discounts for differences in quality. 


“PUBLICATIONS AND REVIEW OF QUOTAS 


“Sec. 379m. The provisions of part I of subtitle C of this title shall apply to 
farm marketing quotas established under this subtitle.” 

Sec. 3. The last sentence of section 301(a)(1)(B) of the Agricultural Ad- 
justment Act of 1938 is amended by inserting before the period at the end there- 
of the following: “, and, in the case of wheat during any marketing year in 
which a marketing quota and stabilization certificate program is in effect under 
subtitle D, such term means the prices received for wheat with respect to which 
stabilization certificates are issued, plus the value of such certificates”. 


[H.R. 4722, 86th Cong., Ist sess.] 
A BILL To amend the Agricultural Adjustment Act of 1938, as amended 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That this Act may be cited as the “Wheat 
Stabilization Act of 1959.” 

Sec. 2. Title III of the Agricultural Adjustment Act of 1938, as amended, is 
amended (1) by designating subtitles D and E as subtitles B and F, respectively, 
and (2) by inserting after subtitle C a new subtitle D as follows: 


“SUBTITLE D—MARKETING QUOTA AND INCOME STABILIZATION PLAN FOR 
WHEAT 


“LEGISLATIVE FINDINGS 


“Src. 379a. Wheat, in addition to being a basic food, is one of the great export 
crops of American agriculture and its production for domestic consumption and 
for export is essential to the maintenance of a sound national economy and to the 
general welfare. The movement of wheat from producer to consumer, in the form 
of the commodity or any of the products thereof, is preponderantly in interstate 
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and foreign commerce. That small percentage of wheat which is produced and 
consumed within the confines of any State is normally commingled with, and 
always bears a close and intimate commercial and competitive relationship 
to, that quantity of such commodity which moves in interstate and foreign 
commerce. For this reason, any regulation of intrastate commerce in wheat is a 
regulation of commerce which is in competition with, or which otherwise affects, 
obstructs, or burdens interstate commerce in that commodity. In order to 
provide an adequate and balanced flow of wheat in interstate and foreign com- 
merce and thereby assist farmers in obtaining parity of income by marketing 
wheat for domestic consumption at parity prices and by increased exports at 
world prices, and to assure consumers an adequate and steady supply of wheat 
at fair prices, it is necessary to regulate all commerce in wheat in the manner 
provided by this subtitle. 


“NATIONAL MARKETING QUOTA 


“Sec. 379b. Not later than May 15 of each calendar year, the Secretary shall 
proclaim a national marketing quota which shall be in effect with respect to the 
marketing of wheat during the marketing year beginning on July 1 of the next 
succeeding calendar year. The national marketing quota for any marketing year 
shall be a number of bushels equal to the sum of the number of bushels which he 
determines will be consumed as human food in the continental United States, or 
outside the continental United States by members of the Armed Forces, during 
such marketing year and the number of bushels which he determines will be 
exported during such marketing year, less seventy-five million bushels. 


“APPORTIONMENT OF NATIONAL MARKETING QUOTA 


“Src. 379c. (a) The national marketing quota for wheat, less a reserve of 
not to exceed 1 per centum thereof for apportionment as provided in this sub- 
section, shall be apportioned by the Secretary among the several States in such 
manner that the quota of any State will bear the same ratio to the national 
quota as a figure determined by multiplying the base acerage of such State by its 
average yield bears to the corresponding figure for all of the States. For the 
purpose of this subsection, the base acreage of a State shall be the average num- 
ber of acres planted to wheat in such State for the 1952 and 19538 crops, and 
the average yield of a State shall be the average, weighted by the county base 
acres, of the average yields of the counties in the State as determined in accord- 
ance with subsection (b) of this section. The reserve set aside herein for appor- 
tionment by the Secretary shall be used to make increases in quotas apportioned 
to counties under subsection (b) of this section, on the basis of the relative needs 
of counties for additional quota because of reclamation and other new areas com- 
ing into the production of wheat after 1953. 

“(b) The State marketing quota for wheat, less a reserve of not to exceed 2 
per centum thereof for apportionment as provided in subsection (c) of this sec- 
tion, shall be apportioned by the Secretary among the counties in the State 
in such manner that the quota of any county will bear the same ratio to the 
State quota as a figure determined by multiplying the base acreage of such county 
by its average yield bears to the corresponding figure for all of the counties in 
such State. For the purpose of this subsection, the base acreage of a county shall 
be the average number of acres planted to wheat in such county for the 1952 and 
1953 crops, and average number of bushels of wheat per acre harvested in 
such county during five consecutive years within the twenty-five-year period 
immediately preceding the year in which the first apportionment is made. 

“The county quota shall be apportioned by the Secretary, through 
county committees, among the farms within the county on which wheat has 
been planted during any one of the three marketing years immediately preced- 
ing the marketing year in which the apportionment is made and on which wheat 
was not planted for the 1952 or 1953 crop, in such manner that the quota of any 
farm shall bear the same ratio to the county quota as a figure determined by 
multiplying the base acreage of such farm by its average yield bears to a cor- 
responding figure for all of the farms in such county entitled to receive a farm 
marketing quota for wheat. For the purpose of this subsection the base acre- 
age of a farm shall be the average number of acres planted to wheat on such 
farm for the 1952 and 1953 crops, with adjustments for abnormal weather con- 
ditions during such years, tillable acres, crop-rotation practices, type of soil, 
and topography. The average yield of a farm shall be the average annual yield 
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in bushels per harvested acre of such farm for the five years immediately pre- 
ceding the year in which such apportionment is made on the basis of actual or 
estimated yields for such years with appropriate adjustments as prescribed by 
regulations issued by the Secretary, for abnormal weather or other conditions 
affecting yields in any of the years. Not more than 2 per centum of the State 
quota shall be used for apportionment to farms on which wheat has been planted 
during any of the three marketing years immediately preceding the marketing 
year in which the apportionment is made but upon which wheat was not planted 
for the 1952 or 1953 crops. The Secretary may by regulations provide for the 
distribution of the farm marketing quota among individual producers of the 
farm on the basis of their respective shares in the wheat crop, or the proceeds 
thereof. 
“MARKETING OF WHEAT 


“Sec. 379d. (a) For the purposes of this subtitle, wheat marketea py u pro- 
ducer with respect to a farm after the beginning of the first marketing year 
for which a marketing quota and stabilization program is in effect under this 
subtitle shall be considered to be marketing quota wheat if— 

“(1) the amount of such wheat, when added to any other wheat mar- 
keted by the producer with respect to such farm as marketing quota wheat 
subsequent to the beginning of the first marketing year for which a market- 
ing quota and stabilization certificate program is in effect under this sub- 
title, does not exceed the total amount of wheat allotted to such farm as 
farm marketing quota (or portion thereof distributed to such producer) 
under this subtitle for such year and any subsequent marketing year or 
years up to and including the marketing year which begins in the calendar 
year in which the wheat is marketed: Provided, That such quota or quotas 
have been determined as herein provided, and a marketing card or cards 
or similar instruments for such quota or quotas have been issued to the 
producer, or 

“(2) such wheat was harvested prior to the calendar year in which the 
first marketing year for which a marketing quota and stabilization certifi- 
cate program is in effect under this subtitle begins, and could have been sold 
prior to the beginning of such marketing year without payment of a market- 
ing penalty under Act of May 26, 1941 (7 U.S.C. 1340), and 

“(3) such wheat is identified by such producer and by any subsequent 
Seller or other transferor as marketing quota wheat in such manner as 
shall be prescribed by regulations of the Secretary. 

“(b) For the purposes of this subsection, wheat marketed prior to the be 
ginning of a marketing year shall be considered to have been marketed subse- 
quent to the beginning of such marketing year if it is harvested during the 
calendar year in which such marketing year begins. 

“(c)(1) Except as provided in this subsection and in section 379g, nothing 
contained in this subtitle shall be construed to prohibit or restrict the transfer 
or use of wheat other than marketing quota wheat. 

“(2) Any person who, in connection with the sale or other transfer of wheat, 
represents such wheat to be marketing quota wheat and such wheat does not 
meet all the applicable requirements of subsection 379(a) hereof, shall forfeit 
to the United States a sum equal to three times the number of bushels of 
wheat involved in such misrepresentation, multiplied by the price support per 
bushel in effect under section 379m hereof for the marketing year in which the 
misrepresentation occurs. Such forfeiture shall be recoverable in a civil suit 
brought in the name of the United States. 

“(d) Beginning with the first day of the first marketing year for which a 
marketing quota and stabilization certificate program is in effect under this 
subtitle, no person who first processes wheat into food products composed 
wholly or partly of wheat for domestic food consumption or export shall process 
any such wheat, and no person shall export unprocessed wheat, unless such per- 
son has in his possession evidence satisfactory to the Secretary that such 
wheat is either (1) marketing quota wheat, (2) imported wheat, (3) wheat 
sold by the Commodity Credit Corporation, or (4) wheat which was marketed 
by the producer thereof prior to the beginning of the first marketing year for 
which a marketing quota and stabilization certificate program is in effect. under 
this subtitle, and is not considered to have been marketed in such marketing 
year under the provisions of subsection (b) hereof. 
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“DOMESTIC FOOD QUOTA 


“Sec. 379e. Not later than May 15 of each calendar year the Secretary shall 
determine and proclaim the domestic food quota for wheat for the marketing 
year beginning in the next calendar year. Such domestic food quota shall be 
that number of bushels of wheat which the Secretary determines will be con- 
sumed as human food in the continental United States, and outside the conti- 
nental United States by members of the Armed Forces, during such marketing 
year. 

“STABILIZATION CERTIFICATES 


“Seo. 379f. (a) The Secretary shall prepare for each marketing year stabili- 
zation certificates which shall be issued for each farm to which a farm mar- 
keting quota has been assigned under section 379c(c) for such year, and on 
which an amount of acreage equal to not less than 20 per centum or more than 
50 percentum of the wheat base acreage of the farm under section 379¢c(c) has 
been placed in the conservation reserve under the Soil Bank Act for such year: 
Provided, That no farm shall be ineligible for receipt of stabilization certifi- 
cates by reason of the placing of more than 50 per centum of the wheat base of 
such farm in the conservation reserve if the placing of such acreage was pro- 
vided for under a contract entered into prior to the beginning of the first mar- 
keting year for which a marketing quota and stabilization certificate program 
is in effect under this subtitle. The certificates issued for any farm shall be 
in an amount which bears the same ratio to such farm marketing quota as the 
domestic food quota proclaimed under section 379e bears to the national mar- 
keting quota proclaimed under section 379b for such year. Stabilization cer- 
tificates shall not be issued with respect to any farm in an amount in excess of 
the number obtained by multiplying the acreage planted to wheat by the aver- 
age yield of such farm determined in accordance with section 379c(c). The 
stabilization certificates for a farm shall be issued to the farm operator, but 
the Secretary may authorize the issuance of stabilization certificates to indi- 
vidual producers on any farm on the basis of their respective shares in the 
wheat crop, or the proceeds thereof, produce on the farm. The Secretary shall 
also issue and sell stabilization certificates to processors and importers in such 
quantities as are required by them in order to meet the requirements of subsec- 
tions (a) and (b) of section 379g. Stabilization certificates shall be transfer- 
able only in accordance with regulations issued by the Secretary. 

“(b) When the domestic food quota is proclaimed for any marketing year 
pursuant to section 379e hereof, the Secretary shall determine and proclaim 
the estimated parity price for wheat as of the beginning of the marketing year 
of which the domestic food quota is proclaimed. The value of any stabilization 
certificate issued for such marketing year shall be equal to 35 per centum of 
such estimated parity price of wheat per bushel, multiplied by the number of 
bushels of wheat with respect to which it is issued. The value of any stabiliza- 
tion certificate so determined shall remain constant and shall remain in effect 
until redeemed. 

“(c) The Secretary is authorized and directed through the Commodity Credit 
Corporation to buy and sell stabilization certificates issued for any marketing 
year at the value proclaimed pursuant to subsection (b) of this section. For 
the purpose of facilitating the purchase and sale of certificates, the Secretary 
may establish and operate a pool or pools and he may also authorize public and 
private agencies to act as his agents, either directly or through the pool or 
pools. Certificates shall be valid to cover sales and importations of products 
made during the marketing year with respect to which they are issued and 
after being once used to cover such sales and importations shall be canceled 
by the Secretary. Any unused certificates shall be redeemed by the Secretary 
at the price established for such certificates. 


“ACQUISITION OF STABILIZATION CERTIFICATES BY PROCESSORS 


“Seo. 379g. (a) Beginning with the first day of the first marketing year 
for which a marketing quota and stabilization certificate program is in effect 
under this subtitle and except as provided in subsection (d) hereof, no person 
shall process wheat into food products composed wholly or partly of wheat for 
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domestic food consumption or export in excess of the quantity for which 
stablization certificates issued pursuant to section 379f hereof have been acquired 
by such person. 

“(b) Beginning with the first day of the first marketing year for which a 
marketing quota and stabilization certificate program is in effect under this 
subtitle, and except as provided in subsection (d) hereof, no person shall im- 
port or bring into the continental United States any food products containing 
wheat in excess of the quantity for which stabilization certificates issued pur- 
suant to section 379f of this Act have been acquired by such person. 

“(c) Upon the exportation from the continental United States of any food 
product containing wheat, with respect to which stabilization certificates as 
required herein have been acquired, the Secretary shall pay to the exporter an 
amount equal to the value of the certificates for the quantity of wheat so 
exported in the food product. For the purposes of this subsection, the con- 
signor named in the bill of lading, under which the article is exported, shall 
be considered the exporter: Provided, however, That any other person may be 
considered to be the exporter if the consignor named in the bill of lading waives 
claim in favor of such other person. 

“(d) Upon the giving of a bond satisfactory to the Secretary under such 
rules and regulations as he shall prescribe to secure the purchase of and 
payment for such stabilization certificates as may be required, any person 
required to have a stabilization certificate in order to process wheat or import 
a food product composed wholly or partly of wheat may process or import 
any such commodity without having first acquired a stabilization certificate. 

“(e) As used in this section and section 379(d), (1) the term ‘food’ means 
human food but shall not be deeemd to include liquor or beverages, and (2) 
the term ‘export’ shall not be deemed to include the shipment of food products 
for consumption by the Armed Forces of the United States outside the con- 
tinental United States. 

“CONVERSION FACTORS 


“Sec. 379h. The Secretary shall ascertain and establish conversion factors 
showing the amount of wheat contained in food products processed wholly or 
partly from wheat. The conversion factor for any such product shall be deter- 
mined upon the basis of the weight of wheat used in the processing of such 
product. 

“CIVIL PENALTIES 


“Sec. 379i. Any person who violates or attempts to violate, or participates 
or aids in the violation of any of the provisions of subsections (a) or (b) of 
section 879g, or of subsection (d) of subsection 379d hereof, shall forfeit to the 
United States a sum equal to three times the number of bushels of wheat involved 
in such violation, including the wheat in any product composed wholly or partly of 
wheat, multiplied by the price support per bushel in effect under section 379m 
hereof, for the marketing year in which such violation occurs. Such forfeiture 
shall be recoverable in a civil suit brought in the name of the United States. 


“ADJUSTMENTS IN NATIONAL MARKETING AND DOMESTIC FOOD QUOTAS 


“Sec. 379j. If the Secretary has reason to believe that because of a national 
emergency or because of a material increase in demand for wheat, the national 
marketing quota or the domestic food quota for wheat should be increased or 
suspended, he shall cause an immediate investigation to be made to determine 
whether the increase or suspension is necessary in order to meet such emer- 
gency or increase in the demand for wheat. If, on the basis of such investi- 
gation, the Secretary finds that such increase or suspension is necessary, he 
shall immediately proclaim such finding (and if he finds an increase is neces- 
sary, the amount of the increase found by him to be necessary) and thereupon 
such quotas shall be increased or shall be suspended, as the case may be. In 
ease any national marketing quota is increased under this section, each farm 
marketing quota for wheat shall be increased in the same ratio. In case any 
domestic food quota for wheat is increased under this section, the amount of 
the stabilization certificates for each farm shall be increased in the same ratio. 











22 WHEAT 


“REPORTS AND RECORDS 


“Spo. 379k. (a) The provisions of section 373(a) of this Act shall apply to all 
persons, except wheat producers, who are subject to the provisions of this sub- 
title, except that any such person failing to make any report or keep any record 
as required by this section or making any false report or record shall be deemed 
guilty of a misdemeanor and upon conviction thereof shall be subject to a fine 
of not more than $2,000 for each such violation. 

“(b) The provisions of section 373(b) of this Act shall apply to all wheat 
farmers who are subject to the provisions of this subtitle. 


“REFERENDUM 


“Seo. 3791. In the first referendum, held pursuant to section 336 hereof, fol- 
lowing the enactment of this subtitle for the purpose of determining whether 
farmers eligible te vote in such referendum and voting on the question favor a 
marketing quota and stabilization certificate program under this subtitle in lieu 
of marketing quotas under subtitle B hereof, the Secretary shall submit on 
separate ballots the question of whether such farmers favor a marketing quota 
and stabilization certificate program under this subtitle in lieu of marketing 
quotas under subtitle B. If the Secretary determines that a majority of eligible 
farmers voting on such question favor such marketing quota and stabilization 
certificate program under this subtitle D, the Secretary shall, prior to the effec- 
tive date of the national marketing quotas proclaimed under subtitle B, hereof, 
suspend the operation of such quota and place into effect a marketing quota and 
stabilization certificate program for the crop with respect to which the referen- 
dum is held and subsequent wheat crops under the provisions of this subtitle, 
in which event the provisions of subtitle B relating to marketing quotas and 
acreage allotments for wheat shall no longer be in effect. If a majority of such 
farmers do not favor such program the provisions of this subtitle shall be of no 
further force or effect. The determinations of the Secretary pursuant to this 
section shall be final and not subject to judicial review. 


“PRICE REPORT 


“Sec. 379m. Notwithstanding any other provision of law— 

“(a) whenever a wheat marketing quota and stabilization certificate 
program under this subtitle is in effect, price support for wheat shall be 
determined in accordance with the provisions of subsection (b) of this 
section; and 

“(b) the Commodity Credit Corporation is directed to make available 
through loans, purchases, or other operations, price support to producers of 
wheat at a level not less than 65 per centum of the parity price for wheat 
as determined by the Secretary of Agriculture as of May 1 prior to the 
beginning of the marketing year on the amounts of the farm marketing 
quotas of such producers for such year. 


“SECURITY RESERVE FOR WHEAT 


“Seo. 379n. (a) The Secretary is authorized and directed to establish a se 
curity reserve for wheat, and to transfer to such reserve five hundred million 
bushels of wheat owned by the Commodity Credit Corporation. Wheat placed 
in such reserve shall remain the property of the Commodity Credit Corporation, 
and, except for rotation to prevent spoilage, shall not be removed from such 
reserve except in case of war or other national emergency proclaimed by the 
President. 

“(b) The Commodity Credit Corporation shall enter into contracts for the 
storage of wheat placed in the reserve established by this Act for such periods 
of time and on such terms as will result in the most economical cost. Such 
contracts shall be awarded on a basis which will provide adequate dispersal for 
security purposes among the producing States, having regard for the propor- 
tionate production of such State. Such contracts shall provide for the rotation 
of stocks to prevent spoilage and for such purpose shall contain a schedule of 
premiums and discounts for differences in quality. 

“Sec. 3790. The provisions of sections 361 to 368, each inclusive, shall apply to 
farm marketing quotas established under this subtitle D.” 
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[H.R. 4725, 86th Cong., 1st sess.] 
A BILL To amend the Agricultural Adjustment Act of 1938, as amended 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That this Act may be cited as the “Wheat 
Stabilization Act of 1959”. 

Seo. 2. Title III of the Agricultural Adjustment Act of 1938, as amended, is 
amended (1) by designating subtitles D and E as subtitles E and F, respectively, 
and (2) by inserting after subtitle C a new subtitle D as follows: 


“SUBTITLE D—MARKETING QuOTA AND INCOME STABILIZATION PLAN FOR WHEAT 


“LEGISLATION FINDINGS 


“Spo. 379a. Wheat, in addition to being a basic food, is one of the great export 
crops of American agriculture and its production for domestic consumption and 
for export is essential to the maintenance of a sound national economy and to 
the general welfare. The movement of wheat from producer to consumer, in the 
form of the commodity or any of the products thereof, is preponderantly in inter- 
state and foreign commerce. That small percentage of wheat which is produced 
and consumed within the confines of any State is normally commingled with, and 
always bears a close and intimate-commercial and competitive relationship to, 
that quantity of such commodity which moves in interstate and foreign com- 
merce. For this reason, any regulation of intrastate commerce in wheat is a 
regulation of commerce which is in competition with, or which otherwise affects, 
obstructs, or burdens interstate commerce in that commodity. In order to pro- 
vide an adequate and balanced flow of wheat in interstate and foreign commerce, 
and thereby assist farmers in obtaining parity of income by marketing wheat for 
domestic consumption at parity prices and by increased exports at world prices, 
and to assure consumers an adequate and steady supply of wheat at fair prices, it 
is necessary to regulate all commerce in wheat in the manner provided by this 
subtitle. 

“NATIONAL MARKETING QUOTA 


“Src. 379b. Not later than May 15 of each calendar year, the Secretary shall 
proclaim a national marketing quota which shall be in effect with respect to the 
marketing of wheat during the marketing year beginning on July 1 of the next 
succeeding calendar year. The national marketing quota for any marketing year 
shall be a number of bushels equal to the sum of the number of bushels which 
he determines will be consumed as human food in the continental United States, 
or outside the continental United States by members of the Armed Forces, during 
such marketing year and the number of bushels which he determines will be 
exported during such marketing year, less seventy-five million bushels. 


“APPORTIONMENT OF NATIONAL MARKETING QUOTA 


“Sec. 379c. (a) The national marketing quota for wheat, less a reserve of not 
to exceed 1 per centum thereof for apportionment as provided in this subsection, 
shall be apportioned by the Secretary among the several States in such manner 
that the quota of any State will bear the same ratio to the national quota as a 
figure determined by multiplying the base acreage of such State by its average 
yield bears to the corresponding figure for all of the States. For the purpose 
of this subsection, the base acreage of a State shall be the average number of 
acres planted to wheat in such State for the 1952 and 1953 crops, and the average 
yield of a State shall be the average, weighted by the county base acres, of the 
average yields of the counties in the State as determined in accordance with 
subsection (b) of this section. The reserve set aside herein for apportionment 
by the Secretary shall be used to make increases in quotas apportioned to coun- 
ties under subsection (b) of this section, on the basis of the relative needs of 
counties for additional quota because of reclamation and other new areas coming 
into the production of wheat after 1953. 

“(b) The State marketing quota for wheat, less a reserve of not to exceed 
2 per centum thereof for apportionment as provided in subsection (c) of this 
section, shall be apportioned by the Secretary among the counties in the State 
in such manner that the quota of any county will bear the same ratio to the State 
quota as a figure determined by multiplying the base acreage of such county by 
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its average yield bears to the corresponding figure for all of the counties in such 
State. For the purpose of this subsection, the base acreage of a county shall be 
the average number of acres planted to wheat in such county for the 1952 and 
19538 crops, and the average yield of a county shall be the highest annual average 
number of bushels of wheat per acre harvested in such county during five con- 
secutive years within the twenty-five year period immediately preceding the year 
in which the first such apportionment is made. 

““(c) The county quota shall be apportioned by the Secretary, through the 
county committees, among the farms within the county on which wheat has 
been planted during any one of the three marketing years immediately preced- 
ing the marketing year in which the apportionment is made and on which 
wheat was planted for the 1952 or 1953 crop, in such manner that the quota 
of any farm shall bear the same ratio to the county quota as a figure deter- 
mined by multiplying the base acreage of such farm by its average yield bears 
to a corresponding figure for all of the farms in such county entitled to receive 
a farm marketing quota for wheat. For the purpose of this subsection the base 
acreage of a farm shall be the average number of acres planted to wheat on 
such farm for the 1952 and 1953 crops, with adjustments for abnormal weather 
conditions during such years, tillable acres, crop-rotation practices, type of soil 
and topography. The average yield of a farm shall be the average annual yield 
in bushels per harvested acre of such farm for the five years immediately 
preceding the year in which such apportionment is made on the basis of actual 
or estimated yields for such years with appropriate adjustments as prescribed 
by regulations issued by the Secretary, for abnormal weather or other conditions 
affecting yields in any of the years. Not more than 2 per centum of the State 
quota shall be used for apportionment to farms on which wheat has been 
planted during any of the three marketing years immediately preceding the 
marketing year in which the apportionment is made but upon which wheat 
was not planted for the 1952 or 1953 crops. The Secretary may by regulations 
provide for the distribution of the farm marketing quota among individual 
producers on the farm on the basis of their respective shares in the wheat 
crop, or the proceeds thereof. 


“MARKETING OF WHEAT 


“Seo. 379d. (a) For the purposes of this subtitle, wheat marketed by a pro- 
ducer with respect to a farm after the beginning of the first marketing year 
for which a marketing quota and stabilization program is in effect under this 
subtitle shall be considered to be marketing quota wheat if— 

“(1) the amount of such wheat when added to any other wheat mar- 
keted by the producer with respect to such farm as marketing quota wheat 
subsequent to the beginning of the first marketing year for which a market- 
ing quota and stabilization certificate program is in effect under this sub- 
title, does not exceed the total amount of wheat allotted to such farm as 
farm marketing quota (or portion thereof distributed to such producer) 
under this subtitle for such year and any subsequent marketing year or 
years up to and including the marketing year which begins in the calendar 
year in which the wheat is marketed: Provided, That such quota or quotas 
have been determined as herein provided, and a marketing card or cards 
or similar instruments for such quota or quotas have been issued to the 
producer, or 

““(2) such wheat was harvested prior to the calendar year in which the 
first marketing year for which a marketing quota and stabilization certifi- 
cate program is in effect under this subtitle begins, and could have been 
sold prior to the beginning of such marketing year without payment of a 
marketing penalty under Act of May 26, 1941 (7 U.S.C. 1840), and 

“(3) such wheat is identified by such producer and by any subsequent 
seller or other transferor as marketing quota wheat in such manner as 
shall be prescribed by regulations of the Secretary. 

“(b) For the purposes of this subsection, wheat marketed prior to the be 
ginning of a marketing year shall be considered to have been marketed subse- 
quent to the beginning of such marketing year if it is harvested during the 
calendar year in which such marketing year begins. 

“(e)(1) Except as provided in this subsection and in section 379g, nothing 
contained in this subtitle shall be construed to prohibit or restrict the transfer 
or use of wheat other than marketing quota wheat. 
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“(2) Any person who, in connection with the sale or other transfer of wheat, 
represents such wheat to be marketing quota wheat and such wheat does not 
meet all the applicable requirements of subsection 379d (a) hereof, shall forfeit to 
the United States a sum equal to three times the number of bushels of wheat 
involved in such misrepresentation, multiplied by the price support per bushel 
in effect under section 379m hereof for the marketing year in which the mis- 
representation occurs. Such forfeiture shall be recoverable in a civil suit 
brought in the name of the United States. 

“(d) Beginning with the first day of the first marketing year for which @ 
marketing quota and stabilization certificate program is in effect under this 
subtitle, no person who first processes wheat into food products composed 
wholly or partly of wheat for domestic food consumption or export shall process 
any such wheat, and no person shall export unprocessed wheat unless such 
person has in his possession evidence satifactory to the Secretary that such 
wheat is either (1) marketing quota wheat, (2) imported wheat, (3) wheat 
sold by the Commodity Credit Corporation, or (4) wheat which was marketed 
by the producer thereof prior to the beginning of the first marketing year for 
which a marketing quota and stabilization certificate program is in effect under 
this subtitle, and is not considered to have been marketed in such marketing 
year under the provisions of subsection (b) hereof. 


“DOMESTIC FOOD QUOTA 


“Sec. 3879e. Not later than May 15 of each calendar year the Secretary 
shall determine and proclaim the domestic food quota for wheat for the market- 
ing year beginning in the next calendar year. Such domestic food quota shall 
be that number of bushels of wheat which the Secretary determines will be con- 
sumed as human food in the continental United States and outside the conti- 


nental United States by members of the Armed Forces, during such marketing 
year. 


“STABILIZATION CERTIFICATES 


“Seo, 379f. (a) The Secretary shall prepare for each marketing year sta- 
bilization certificates which shall be issued for each farm to which a farm 
marketing quota has been assigned under section 379c(c) for such year, and 
on which an amount of acreage equal to not less than 20 per centum or more 
than 50 per centum of the wheat base acreage of the farm under section 379c 
(c) has been placed in the conservation reserve under the Soil Bank Act 
for such year: Provided, That no farm shall be ineligible for receipt of stabili- 
zation certificates by reason of the placing of more than 50 per centum of the 
wheat base of such farm in the conservation reserve if the placing of such 
acreage was provided for under a contract entered into prior to the begin- 
ning of the first marketing year for which a marketing quota and stabili- 
zation certificate program is in effect under this subtitle. The certificates 
issued for any farm shall be in an amount which bears the same ratio to 
such farm marketing quota as the domestic food quota proclaimed under sec- 
tion 379e bears to the national marketing quota proclaimed under section 379b 
for such year. Stabilization certificates shall not be issued with respect to 
any farm in an amount in excess of the number obtained by multiplying the 
acreage planted to wheat by the average yield of such farm determined in 
accordance with section 379¢c(c). The stabilization certificates. for a farm 
shall be issued to the farm operator, but the Secretary may authorize the is- 
suance of stabilization certificates to individual producers on any farm on the 
basis of their respective shares in the wheat crop, or the proceeds thereof, 
produced on the farm. The Secretary shall also issue and sell stabilization 
certificates to processors and importers in such quantities as are required by 
them in order to meet the requirements of subsections (a) and (b) of section 
379g. Stabilization certificates shall be transferable only in accordance with 
regulations issued by the Secretary. 

“(b) When the domestic food quota is proclaimed for any marketing year 
pursuant to section 379e hereof, the Secretary shall determine and proclaim the 
estimated parity price for wheat as of the beginning of the marketing year 
for which the domestic food quota is proclaimed. The value of any stabili- 
zation certificate issued for such marketing year shall be equal to 35 per 
centum of such estimated parity price of wheat per bushel, multiplied by the 
number of bushels of wheat with respect to which it is issued. The value of 
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any stabilization certificate so determined shall remain constant and shall 
remain in effect until redeemed. 

“(c) The Secretary is authorized and directed through the Commodity 
Credit Corporation to buy and sell stabilization certificates issued for any 
marketing year at the value proclaimed pursuant to subsection (b) of this 
section. For the purpose of facilitating the purchase and sale of certificates, 
the Secretary may establish and operate a pool or pools and he may also au- 
thorize public and private agencies to act as his agents, either directly or 
through the pool or pools. Certificates shall be valid to cover sales and im- 
portations of products made during the marketing year with respect to which 
they are issued and after being once used to cover such sales and importations 
shall be canceled by the Secretary. Any unused certificates shall be redeemed 
by the Secretary at the price established for such certificates. 


“ACQUISITION OF STABILIZATION CERTIFICATES BY PROCESSORS 


“Sec. 379g. (a) Beginning with the first day of the first marketing year 
for which a marketing quota and stabilization certificate program is in effect 
under this subtitle and except as provided in subsection (d) hereof, no per- 
son shall process wheat into food products composed wholly or partly of wheat 
for domestic food consumption or export in excess of the quantity for which 
stabilization certificates issued pursuant to section 379f hereof have been ac- 
quired by such person. 

“(b) Beginning with the first day of the first marketing year for which a 
marketing quota and stabilization certificate program is in effect under this 
subtitle, and except as provided in subsection (d) hereof, no person shall im- 
port or bring into the continental United States any food products containing 
wheat in excess of the quantity for which stabilization certificates issued pur- 
suant to section 379f of this Act have been acquired by such person. 

“(ec) Upon the exportation from the continental United States of any food 
product containing wheat, with respect to which stabilization certificates as 
required herein have been acquired, the Secretary shall pay to the exporter 
an amount equal to the value of the certificates for the quantity of wheat so 
exported in the food product. For the purposes of this subsection, the con- 
signor named in the bill of lading, under which the article is exported, shall 
be considered the exporter: Provided, however, That any other person may be 
considered to be the exporter if the consignor named in the bill of lading waives 
claim in favor of such other person. _ 

“(d) Upon the giving of a bond satisfactory to the Secretary under such 
rules and regulations as he shall prescribe to secure the purchase of and payment 
for such stabilization certificates as may be required, any person required to 
have a stabilization certificate in order to process wheat or import a food product 
composed wholly or partly of wheat may process or import any such commodity 
without having first acquired a stabilization certificate. 

“(e) As used in this section and section 379(d), (1) the term ‘food’ means 
human food, but shall not be deemed to include liquor or beverages, and (2) 
the term ‘export’ shall not be deemed to include the shipment of food products 
for consumption by the Armed Forces of the United States outside the continental 
United States. 

“CONVERSION FACTORS 


“Seo. 8379h. The Secretary shall ascertain and establish conversion factors show- 
ing the amount of wheat contained in food products processed wholly or partly 
from wheat. The conversion factor for any such product shall be determined 
upon the basis of the weight of wheat used in the processing of such product. 


“CIVIL PENALTIES 


“Sec. 379i. Any person who violates or attempts to violate, or participates or 
aids in the violation of any of the provisions of subsections (a) or (b) of sec- 
tion 379g, or of subsection (d) of subsection 379d hereof, shall forfeit to the 
United States a sum equal to three times the number of bushels of wheat 
involved in such violation, including the wheat in any product composed wholly 
or partly of wheat, multiplied by the price support per bushel in effect under 
section 379m hereof, for the marketing year in which such violation occurs. 
Such forfeiture shall be recoverable in a civil suit brought in the name of the 
United States. 
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“ADJUSTMENTS IN NATIONAL MARKETING AND) DOMESTIC FOOD QUOTAS 


“Sec. 379j. If the Secretary has reason to believe that because of a national 
emergency or because of a material increase in demand for wheat, the national 
marketing quota or the domestic food quota for wheat should be increased or 
suspended, he shall cause an immediate investigation to be made to determine 
whether -the increase or suspension is necessary in order to meet such emergency 
or increase in the demand for wheat. If, on the basis of such investigation, 
the Secretary finds that such increase or suspension is necessary, he shall 
immediately proclaim such finding (and if he finds an increase is necessary, the 
amount of the increase found by him to be necessary) and thereupon such quotas 
shall be increased or shall be suspended, as the case may be. In case any 
national marketing quota is increased under this section, each farm marketing 
quota for wheat shall be increased in the same ratio. In case any domestic food 
quota for wheat is increased under this section, the amount of the stabilization 
certificate for each farm shall be increased in the same ratio. 


“REPORTS AND RECORDS 


“Sec. 379k. (a) The provisions of section 373(a) of this Act shall apply to 
all persons, except wheat producers, who are subject to the provisions of this 
subtitle, except that any such person failing to make any report or keep any 
record as required by this section or making any false report or record shall 
be deemed guilty of a misdemeanor and upon conviction thereof shall be subject 
to a fine of not more than $2,000 for each such violation. 

“(b) The provisions of section 373(b) of this Act shall apply to all wheat 
farmers who are subject to the provisions of this subtitle. 


“REFERENDUM 


“Sec. 3791. In the first referendum, held pursuant to section 336 hereof, follow- 
ing the enactment of this subtitle for the purpose of determining whether 
farmers eligible to vote in such referendum and voting on the question favor a 
marketing quota and stabilization certificate program under this subtitle in lieu 
of marketing quotas under subtitle B hereof, the Secretary shall submit on 
separate ballots the question of whether such farmers favor a marketing quota 
and stabilization certificate program under this subtitle in lieu of marketing 
quotas under subtitle B. If the Secretary determines that a majority of eligible 
farmers voting on such question favor such marketing quota and stabilization 
certificate program under this subtitle D, the Secretary shall, prior to the effec- 
tive date of the national marketing quota proclaimed under subtitle B hereof, 
suspend the operation of such quota and place into effect a marketing quota 
and stabilization certificate program for the crop with respect to which the 
referendum is held and subsequent wheat crops under the provisions of this 
subtitle, in which event the provisions of subtitle B relating to marketing quotas 
and acreage allotments for wheat shall no longer be in effect. If a majority 
of such farmers do not favor such program the provisions of this subtitle shall 
be of no further force or effect. The determinations of the Secretary pursuant 
to this section shall be final and not subject to judicial review. 


“PRICE SUPPORT 


“Sec. 379m. Notwithstanding any other provision of law— 

“(a) whenever a wheat marketing quota and stabilization certificate pro- 
gram under this subtitle is in effect, price support’ for wheat shall be 
determined in accordance with the provisions of subsection (b) of this 
second; and 

“(b) the Commodity Credit Corporation is directed to make available 
through loans, purchases, or other operations, price support to producers 
of wheat at a level not less than 65 per centum of the parity price for 
wheat as determined by the Secretary of Agriculture as of May 1 prior 
to the beginning of the marketing year on the amotnts of the farm mar- 
keting quotas of such producers for such year. 


“SECURITY RESERVE FOR WHEAT 


“Seo. 879n. (a) The Secretary is authorized and directed to establish a secu- 
rity reserve for wheat, and to transfer to such reserve five hundred million 


38449—59 








ie OP i keias 


te 


0S 8 + &/ wears 


SORA SS 





28 WHEAT 


bushels of wheat owned by the Commodity Credit Corporation. Wheat placed 
in such reserve shall remain the property of the Commodity Credit Corporation, 
and, except for rotation to prevent spoilage, shall not be removed from such 
reserve except in case of war or other national emergency proclaimed by the 
President. 

“(b) The Commodity Credit Corporation shall enter into contracts for the 
storage of wheat placed in the reserve established by this Act for such periods 
of time and on such terms as will result in the most economical cost. Such 
contracts shall be awarded on a basis which will provide adequate dispersal 
for security purposes among the producing States, having regard for the pro- 
portionate production of such State. Such contracts shall provide for the 
rotation of stocks to prevent spoilage and for such purpose shall contain a 
schedule of premiums and discounts for differences in quality. 

“Sec. 3790. The provisions of sections 361 to 368, each inclusive, shall apply 
to farm marketing quotas established under this subtitle D.” 


[H.R. 4749, 86th Cong., Ist sess. ] 
A BILL To amend the Agricultural Adjustment Act of 1938, as amended 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That this Act may be cited as the “Wheat 
Stabilization Act of 1959.” 

Sue, 2. Title ILI of the Agricultural Adjustment Act of 1988, as amended, is 
amended (1) by designating subtitles D and FE as subtitles E and F, respectively, 
and (2) by inserting after subtitle C a new subtitle D as follows: 


“SUBTITLE D—MARKETING QUOTA ANp INCOME STABILIZATION PLAN FOR WHEAT 
“LEGISLATIVE FINDINGS 


“Sec. 379a. Wheat, in addition to being a basic food, is one of the great export 
crops of American agriculture and its production for domestic consumption and 
for export is essential to the maintenance of a sound national economy and to the 
general welfare. The movement of wheat from producer to consumer, in the form 
of the commodity or any of the products thereof, is preponderantly in interstate 
and foreign commerce. That small percentage of wheat which is produced and 
consumed within the confines of any State is normally commingled with, and 
always bears a close and intimate commercial and competitive relationship to, that 
quantity of such commodity which moves in interstate and foreign commerce. For 
this reason, any regulation of intrastate commerce in wheat is a regulation of 
commerce which is in competition with, or otherwise affects, obstructs, or 
burdens interstate commerce in that commodity. In order to provide an adequate 
and balanced flow of wheat in interstate and foreign commerce and thereby assist 
farme~s in obtaining parity of income by marketing wheat for domestic con- 
sumption at parity prices and by increased exports at world prices, and to assure 
consumers an adequate and steady supply of wheat at fair prices, it is necessary 
to regulate all commerce in wheat in the manner provided by this subtitle. 


“NATIONAL MARKETING QUOTA 


“Seco. 379b. Not later than May 15 of each calendar year, the Secretary shall 
proclaim a national marketing quota which shall be in effect with respect to 
the marketing of wheat during the marketing year beginning on July 1 of the 
next succeeding calendar year. The national marketing quota for any marketing 
year shall be a number of bushels equal to the sum of the number of bushels which 
he determines will be consumed as human food in the continental United States, 
or outside the continental United States by members of the Armed Forces, during 
such marketing year and the number of bushels which he determines will be 
exported during such marketing year, less seventy-five million bushels. 


“APPORTIONMENT OF NATIONAL MARKETING QUOTA 


“Sec. 379c. (a) The national marketing quota for wheat, less a reserve of not 
to exceed 1 per centum thereof for apportionment as provided in this subsection, 
shall be apportioned by the Secretary among the several States in such manner 
that the quota of any State will bear the same ratio to the national quota as a 
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figure determined by multiplying the base acreage of such State by its average 
yield bears to the corresponding figure for all of the States. For the purpose of 
this subsection, the base acreage of a State shall be the average number of acres 
planted to wheat in such State for the 1952 and 1953 crops, and the average 
yield of a State shall be the average, weighted by the county base acres, of the 
average yields of the counties in the State as determined in accordance with 
subsection (b) of this section. The reserve set aside herein for apportionment by 
the Secretary shall be used to make increases in quotas apportioned to counties 
under subsection (b) of this section, on the basis of the relative needs of counties 
for additional quota because of reclamation and other new areas coming into the 
production of wheat after 1953. 

“(b) The State marketing quota for wheat, less a reserve of not to exceed 
2 per centum thereof for apportionment :s provided in subsection (c) of this 
section, shall be apportioned by the Secretary among the counties in the State 
in such manner that the quota of any county will bear the same ratio to the 
State quota as a figure determined by multiplying the base acreage of such county 
by its average yield bears to the corresponding figure for all of the counties in 
such State. For the purpose of this subsection, the base acreage of a county 
shall be the average number of acres planted to wheat in such county for the 1952 
and 1953 crops, and the average yicid of a county shall be the highest annual 
average number of bushels of wheat per acre harvested in such county during 
five consecutive years within the twenty-five-year period immediately precediug 
the year in which the first such appointment is made. 

“(e) The county quota shall be apportioned by the Secretary, through the 
county committees, among the farms within the county on which wheat has been 
planted during any one of the three marketing years immediately preceding the 
marketing year in which the apportionment is made and on which wheat was 
not planted for the 1952 or 1953 crop, in such manner that the quota of any. 
farm shall bear the same ratio to the county quota as a figure determined by 
multiplying the base acreage of such farm by its average yield bears to a cor- 
responding figure for all of the farms in such county entitled to receive a farm 
marketing quota for wheat. For the purpose of this subsection the base acreage 
of a farm shall be the average number of acres planted to wheat on such farm 
for the 1952 and 1953 crops, with adjustments for abnormal weather conditions 
during such years, tillable acres, crop-rotation practices, type of soil, and topog- 
raphy. The average yield of a farm shall be the average annual yield in bushels 
per harvested acre of such farm for the five years immediately preceding the 
year in which such apportionment is made on the basis of actual or estimated 
yields for such years will appropriate adjustments as prescribed by regulations 
issued by the Secretary, for abnormal weather or other conditions affecting 
yields in any of the years. Not more than 2 per centum of the State quota shall 
be used for apportionment to farms on which wheat has been planted during any 
of the three marketing years immediately preceding the marketing year in which 
the apportionment is made but upon which wheat was not planted for the 1952 
or 1953 crops. The Secretary may by regulations provide for the distribution 
of the farm marketing quota among individual producers on the farm on the 
basis of their respective shares in the wheat crop, or the proceeds thereof. 


“MARKETING OF WHEAT 


“Sec. 379d. (a) For the purposes of this subtitle, wheat marketed by a pro- 
ducer with respect to a farm after the beginning of the first marketing year for 
which a marketing quota and stabilization program is in effect under this sub- 
title shall be considered to be marketing quota wheat if— 

“(1) the amount of such wheat, when added to any other wheat marketed 
by the producer with respect to such farm as marketing quota wheat subse- 
quent to the beginning of the first marketing year for which a marketing 
quota and stabilization certificate program is in effect under this subtitle, 
does not exceed the total amount of wheat aliotted to such farm as farm 
marketing quota (or portion thereof distributed to such producer)- under 
this subtitle for such year and any subsequent marketing year or years up 
to and including the marketing year which begins in the calendar year in 
which the wheat is marketed: Provided, That such quota or quotas have 
been determined as herein provided, and a marketing card or cards or similar 
instruments for such quota or quotas have been issued to the producer, or 

“(2) such wheat was harvested prior to the calendar year in which the 
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first marketing year for which a marketing quota and stabilization certifi- 
eate program is in effect under this subtitle begins, and could have been 
sold prior to the beginning of such marketing year without payment of a 
marketing penalty under Act of May 26, 1941 (7 U.S.C. 1340), and 

“(%) such wheat is identified by such producer and by any subsequent 
seller or other transferor as marketing quota wheat in such manner as shall 
be prescribed by regulations of the Secretary. 

“(b) For the purposes of this subsection, wheat marketed prior to the begin- 
ning of a marketing year shall be considered to have been marketed subsequent 
to the beginning of such marketing year if it is harvested during the calendar 
year in which such marketing year begins. 

“(e) (1) Except as provided in this subsection and in section 379g, nothing 
contained in this subtitle shall be construed to prohibit or restrict the transfer 
or use of wheat other than marketing quota wheat. 

“(2) Any person who, in connection with the sale or other transfer of wheat, 
represents such wheat to be marketing quota wheat and such wheat does not 
meet all the applicable requirements of subsection 379d(a) hereof, shall forfeit 
to the United States a sum equal to three times the number of bushels of wheat 
involved in such misrepresentation, multiplied by the price support per bushel in 
effect under section 379m hereof for the marketing year in which the misrepre- 
sentation occurs. Such forfeiture shall be recoverable in a civil suit brought 
in the name of the United States. 

“(d) Beginning with the first day of the first marketing year for which a 
marketing quota and stabilization certificate program is in effect under this sub- 
title, no person who first processes wheat into food products composed wholly or 
partly of wheat for domestic food consumption or export, shall process any such 
wheat, and no person shall export unprocessed wheat, unless such person has in 
his possession evidence satisfactory to the Secretary that such wheat is either 
(1) marketing quota wheat, (2) imported wheat, (3) wheat sold by the Com- 
modity Credit Corporation, or (4) wheat which was marketed by the producer 
thereof prior to the beginning of the first marketing year for which a marketing 
quota and stabilization certificate program is in effect under this subtitle, and is 
not considered to have been marketed in such marketing year under the provi- 
sions of subsection (b) hereof. 


“DOMESTIC FOOD QUOTA 


“Seo. 379e. Not later than May 15 of each calendar year the Secretary shall 
determine and proclaim the domestic food quota for wheat for the marketing 
year beginning in the next calendar year. Such domestic food quota shall be 
that number of bushels of wheat which the Secretary determines will be con- 
sumed as human food in the continental United States, and outside the con- 
tinental United States by members of the Armed Forces, during such marketing 
year. 

“STABILIZATION CERTIFICATES 


“Sec. 379f. (a) The Secretary shall prepare for each marketing year stabili- 
zation certificates which shall be issued for each farm to which a farm marketing 
quota has been assigned under section 379c(c) for such year, and on which an 
amount of acreage equal to not less than 20 per centum or more than 50 per 
centum of the wheat base acreage of the farm under section 379c(c) has been 
placed in the conservation reserve under the Soil Bank Act for such year: Pro- 
vided, That no farm shall be ineligible for receipt of stabilization certificates 
by reason of the placing of more than 50 per centum of the wheat base of such 
farm in the conservation reserve if the placing of such acreage was provided for 
under a contract entered into prior to the beginning of the first marketing year 
for which a marketing quota and stabilization certificate program is in effect 
under this subtitle. The certificates issued for any farm shall be in an amount 
which bears the same ratio to such farm marketing quota as the domestic food 
quota proclaimed under section 379e bears to the national marketing quota pro- 
claimed under section 379b for such year. Stabilization certificates shall not be 
issued with respect to any farm in an amount in excess of the number obtained 
by multiplymg the acreage planted to wheat by the average yield of such farm 
determined in accordance with section 379c(c). The stabilization certificates 
for a farm shall be issued to the farm operator, but the Secretary may authorize 
the issuance of stabilization certificates to individual producers on any farm on 
the basis of their respective shares in the wheat crop, or the proceeds thereof, 
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produced on the farm. The Secretary shall also issue and sell stabilization cer- 
tificates to processors and importers in such quantities as are required by them 
in order to meet the requirements of subsections (a) and (b) of section 379g. 
Stabilization certificates shall be transferable only in accordance with regula- 
tions issued by the Secretary. 

“(b) When the domestic food quota is proclaimed for any marketing year 
pursuant to section 379e hereof, the Secretary shall determine and proclaim the 
estimated parity price for wheat as of the beginning of the marketing year for 
which the domestic food quota is proclaimed. The value of any stabilization 
certificate issued for such marketing year shall be equal to 35 per centum of 
such estimated parity price of wheat per bushel, multiplied by the number of 
bushels of wheat with respect to which it is issued. The value of any stabilization 
certificate so determined shall remain constant and shall remain in effect until 
redeemed. 

“(c) The Secretary is authorized and directed through the Commodity Credit 
Corporation to buy and sell stabilization certificates issued for any marketing 
year at the value proclaimed pursuant to subsection (b) of this section. For 
the purpose of facilitating the purchase and sale of certificates, the Secretary 
may establish and operate a pool or pools and he may also authorize public 
and private agencies to act as his agents, either directly or through the pool or 
pools. Certificates shall be valid to cover sales and importations of products 
made during the marketing year with respect to which they are issued and after 
being once used to cover such sales and importations shall be canceled by the 
Secretary. Any unused certificates shall be redeemed by the Secretary at the 
price established for such certificates. 


“ACQUISITION OF STABILIZATION CERTIFICATES BY PROCESSORS 


“Sec. 879g. (a) Beginning with the first day of the first marketing year for 
which a marketing quota and stabilization certificate program is in effect under 
this subtitle and except as provided in subsection (d) hereof, no person shall 
process wheat into food products composed wholly or partly of wheat for domestic 
food consumption or export in excess of the quantity for which stabilization cer- 
tificates issued pursuant to section 379f hereof have been acquired by such person, 

“(b) Beginning with the first day of the first marketing year for which a mar- 
keting quota and stabilization certificate program is in effect under this sub- 
title, and except as provided in subsection (d) hereof, no person shall import 
or bring into the continental United States any food products containing wheat 
in excess of the quantity for which stabilization certificates issued pursuant to 
section 379f of this Act have been acquired by such person. 

“(c) Upon the exportation from the continental United States of any food 
product containing wheat, with respect to which stabilization certificates as 
required herein have been acquired, the Secretary shall pay to the exporter an 
amount equal to the value of the certificates for the quantity of wheat so ex- 
ported in the food product, For the purposes of this subsection, the consignor 
named in the bill of lading, under which the article is exported, shall be con- 
sidered the exporter: Provided, however, That any other person may be con- 
sidered to be the exporter if the consignor named in the bill of lading waives 
claim in favor of such other person. 

“(d) Upon the giving of a bond satisfactory to the Secretary under such rules 
and regulations as he shall prescribe to secure the purchase of and payment 
for such stabilization certificates as may be required, any person required to 
have a stabilization certificate in order to process wheat or import a food product 
composed wholly or partly of wheat may process or import any such commodity 
without having first acquired a stabilization certificate. 

“(e) As used in this section and section 379d(d), (1) the term ‘food’ means 
human food but shall not be deemed to include liquor or beverages, and (2) the 
term ‘export’ shall not be deemed to include the shipment of food products for 
consumption by the Armed Forces of the United States outside the continental 
United States. 

“CONVERSION FACTORS 


“Sec. 379h. The Secretary shall ascertain and establish conversion factors 
showing the amount of wheat contained in food products processed wholly or 
partly from wheat. The conversion factor for any such products shall be deter- 
mined upon the basis of the weight of wheat used in the processing of such 
product. 
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“CIVIL PENALTIES 


“Sec. 379i. Any person who violates or attempts to violates, or participates or 
aids in the violation of any of the provisions of subsections (a) or (b) of section 
879g, or of subsection (d) of subsection 379d hereof, shall forfeit to the United 
States a sum equal to three times the number of bushels of wheat involved in 
such violation, including the wheat in any product composed wholly or partly of 
wheat, multiplied by the price support per bushel in effect under section 379m 
hereof, for the marketing year in which such violation occurs. Such forfeiture 
shall be recoverable in a civil suit brought in the name of the United States. 


“ADJUSTMENT IN NATIONAL MARKETING AND DOMESTIC FOOD QUOTAS 


“Sec. 379j. If the Secretary has reason to believe that because of a national 
emergency or because a material increase in demand for wheat, the national 
marketing quota or the domestic food quota for wheat should be increased or 
suspended, he shall cause an immediate investigation to be made to determine 
whether the increase or suspension is necessary in order to meet such emer- 
gency or increase in the demand for wheat. If, on the basis of such investiga- 
tion, the Secretary finds that such increase or suspension is necessary, he shall 
immediately proclaim such finding (and if he finds an increase is necessary, the 
amount of the increase found by him to be necessary) and thereupon such 
quotas shall be increased or shall be suspended, as the case may be. In case any 
national marketing quota is increased under this section, each farm marketing 
quota for wheat shall be increased in the same raito. In case any domestic 
food quota for wheat is increased under this section, the amount of the stabili- 
zation certificaes for each farm shall be increased in the same ratio. 


“REPORTS AND RECORDS 


“Sec. 379k. (a) The provisions of section 373(a) of this Act shall apply to 
all persons, except wheat producers, who are subject to the provisions of this 
subtitle, except that any such person failing to make any report or keep any 
record as required by this section or making any false report or record shall 
be deemed guilty of a misdemeanor and upon conviction thereof shall be subject 
to a fine of not more than $2,000 for each such violation. 

“(b) The provisions of section 373(b) of this Act shall apply to all wheat 
farmers who are subject to the provisions of this subtitle. 


“REFERENDUM 


“Sec. 3791. In the first referendum, held pursuant to section 336 hereof, fol- 
lowing the enactment of this subtitle for the purpose of determining whether 
farmers eligible to vote in such referendum and voting on the question favor a 
marketing quota and stabilization certificate program under this subtitle in lieu 
of marketing quotas under subtitle B hereof, the Secretary shall submit on sepa- 
rate ballots the question of whether such farmers favor a marketing quota and 
stabilization certificate program under this subtitle in lieu of marketing quotas 
under subtitle B. If the Secretary determines that a majority of eligible farmers 
voting on such question favor such marketing quota and stabilization certificate 
program under this subtitle D, the Secretary shall, prior to the effective date of 
the national marketing quota proclaimed under subtitle B, hereof, suspend the 
operation of such quota and place into effect a marketing quota and stabilization 
certificate program for the crop with respect to which the referendum is held 
and subsequent wheat crops under the provisions of this subtitle, in which event 
the provisions of subtitle B relating to marketing quotas and acreage allotments 
for wheat shall no longer be in effect. If a majority of such farmers do not 
favor such program the provisions of this subtitle shall be of no further force 
or effect. The determinations of the Secretary pursuant to this section shall be 
final and not subject to judicial review. 


“PRICE SUPPORT 


“Sec. 379m. Notwithstanding any other provision of law— 

“(a) whenever a wheat marketing quota and stabilization certificate pro- 
gram under this subtitle is in effect, price support for wheat shall be deter- 
mined in accordance with the provisions of subsection (b) of this section; 
and 
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“(b) the Commodity Credit Corporation is directed to make available 
through loans, purchases, or other operations, price support to producers of 
wheat at a level not less than 65 per centum of the parity price for wheat 
as determined by the Secretary of Agriculture as of May 1 prior to the 
beginning of the marketing year on the amounts of the farm marketing 
quotas of such producers for such year. 


“SECURITY RESERVE FOR WHEAT 


“Seo. 879n. (a) The Secretary is authorized and directed to establish a secu- 
rity reserve for wheat, and to transfer to such reserve five hundred million 
bushels of wheat owned by the Commodity Credit Corporation. Wheat placed 
in such reserve shall remain the property of the Commodity Credit Corporation, 
and, except for rotation to prevent spoilage, shall not be removed from such 
reserve except in case of war or other national emergency proclaimed by the 
President. 

“(b) The Commodity Credit Corporation shall efter into contracts for the 
storage of wheat placed in the reserve established by this Act for such periods 
of time and on such terms as will result in the most economic cost. Such con- 
tracts shall be awarded on a basis which will provide adequate dispersal for 
security purposes among the producing States, having regard for the propor- 
tionate production of such State. Such contracts shall provide for the rotation 
of stocks to prevent spoilage and for such purpose shall contain a schedule of 
premiums and discounts for differences in quality. 

“Sec. 3790. The provisions of sections 361 to 368, each inclusive, shall apply 
to farm marketing quotas established under this subtitle D.” 


[H.R. 4751, 86th Cong., Ist sess. ] 
A BILL To amend the Agricultural Adjustment Act of 1938, as amended 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That this Act may be cited as the “Wheat 
Stabilization Act of 1959.” 

Seo. 2. Title III of the Agricultural Adjustment Act of 1938, as amended, is 
amended (1) by designating subtitles D and BE as subtitles E and F, respectively, 
and (2) by inserting after subtitle C a new subtitle D as follows: 


“SuBTITLE D—MARKETING QUOTA AND INCOME STABILIZATION PLAN FOR WHEAT 
“LEGISLATIVE FINDINGS 


“Sec. 379a. Wheat, in addition to being a basic food, is one of the great export 
crops of American agriculture and its production for domestic consumption 
and for export is essential to the maintenance of a sound national economy and 
to the general welfare. The movement of wheat from producer to consumer, 
in the form of the commodity or any of the products thereof, is preponderantly 
in interstate and foreign commerce. That small percentage of wheat which is 
produced and consumed within the confines of any State is normally com- 
mingled with, and always bears a close and intimate commercial and competitive 
relationship to, that quantity of such commodity which moves in interstate and 
foreign commerce. For this reason, any regulation of intrastate commerce in 
wheat is a regulation of commerce which is in competition with, or which other- 
wise affects, obstructs, or burdens interstate commerce in that commodity. In 
order to provide an adequate and balanced flow of wheat in interstate and 
foreign commerce and thereby assist farmers in obtaining parity of income 
by marketing wheat for domestic consumption at parity prices and by increased 
exports at world prices, and to assure consumers an adequate and steady supply 
of wheat at fair prices, it is necessary to regulate all commerce in wheat in the 
manner provided by this subtitle. 


“NATIONAL MARKETING QUOTA 


“Sec. 379b. Not later than May 15 of each calendar year, the Secretary shall 
proclaim a national marketing quota which shall be in effect with respect to the 
marketing of wheat during the marketing year beginning on July 1 of the next 
succeeding calendar year. The national marketing quota for any marketing 
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year shall be a number of bushels equal to the sum of the number of bushels 
which he determines will be consumed as human food in the continental United 
States, or outside the continental United States by members of the Armed 
Forces, during such marketing year and the number of bushels which he de- 
termines will be exported during such marketing year, less seventy-five million 
bushels. 


WHEAT 


“APPORTIONMENT OF NATIONAL MARKETING QUOTA 


“Sec. 379c. (a) The national marketing quota for wheat, less a reserve of 
not to exceed 1 per centam thereof for apportionment as provided in this sub- 
section, shall be apportioned by the Secretary among the several States in 
such manner that the quota of any State will bear the same ratio to the national 
quota as a figure determined by multiplying the base acreage of such State by 
its average yield bears to the corresponding figure for all of the States. For 
the purpose of this subsection, the baSe acreage of a State shall be the average 
number of acres planted to wheat in such State for the 1952 and 1953 crops, 
and the average yield of a State shall be the average, weighted by the county 
base acres, of the average yields of the counties in the State as determined in 
accordance with subsection (b) of this section. The reserve set aside herein for 
apportionment by the Secretary shall be used to make increases in quotas 
apportioned to counties under subsection (b) of this section, on the basis of 
the relative needs of counties for additional quota because of reclamation and 
other new areas coming into the production of wheat after 1953. 

“(b) The State marketing quota for wheat, less a reserve of not to exceed 
2 per centum thereof for apportionment as provided in subsection (c) of this 
section, shall be apportioned by the Secretary among the counties in the State 
in such manner that the quota of any county will bear the same ratio to the 
State quota as a figure determined by multiplying the base acreage of such 
county by its average yield bears to the corresponding figure for all of the 
counties in such State. For the purpose of this subsection, the base acreage 
of a county shall be the average number of acres planted to wheat in such 
eounty for the 1952 and 1953 crops, and the average yield of a county shall be 
the highest annual average number of bushels of wheat per acre harvested in 
such county during five consecutive years within the twenty-five-year period 
immediately preceding the year in which the first such apportionment is made. 

“(c) The county quota shall be apportioned by the Secretary, through the 
county committees, among the farms within the county on which wheat has 
been planted during any one of the three marketing years immediately preceding 
the marketing year in which the apportionment is made and on which wheat 
was not planted for the 1952 or 1953 crop, in such manner that the quota of any 
farm shall bear the same ratio to the county quota as a figure determined by 
multiplying the base acreage of such farm by its average yield bears to a corre- 
sponding figure for all of the farms in such county entitled to receive a farm 
marketing quota for wheat. For the purpose of this subsection the base acreage 
of a farm shall be the average number of acres planted to wheat on such farm 
for the 1952 and 1953 crops, with adjustments for abnormal weather conditions 
during such years, tillable acres, crop-rotation practices, type of soil, and 
topography. The average yield of a farm shall be the average annual yield in 
bushels per harvested acre of such farm for the five years immediately preceding 
the year in which such apportionment is made on the basis of actual or estimated 
yields for such years with appropriate adjustments as prescribed by regufations 
issued by the Secretary, for abnormal weather or other conditions affecting 
yields in any of the years. Not more than 2 per centum of the State quota 
shall be used for apportionment to farms on which wheat has been planted 
during any of the three marketing years immediately preceding the marketing 
year in which the apportionment is made but upon which wheat was not planted 
for the 1952 or 1953 crops. The Secretary may by regulations provide for the 
distribution of the farm marketing quota among individual producers on the 
farm on the basis of their respective shares in the wheat crop, or the proceeds 
thereof. 

“MARKETING OF WHEAT 


“Sec. 379d. (a) For the purposes of this subtitle, wheat marketed by a pro- 
ducer with respect to a farm after the beginning of the first marketing year for 
which a marketing quota and stabilization program is in effect under this sub- 
title shall be considered to be marketing quota wheat if— 

“(1) the amount of such wheat, when added to any other wheat marketed 
by the producer with respect to such farm as marketing quota wheat subse- 
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quent to the beginning of the first marketing year for which a marketing 
quota and stabilization certificate program is in effect under this subtitle, 
does not exceed the total amount of wheat allotted to such farm as farm 
marketing quota (or portion thereof distributed to such preducer) under 
this subtitle for such year and any subsequent marketing year or years up 
to and including the marketing year which begins in the calendar year 
in which the wheat is marketed: Provided, That such quota or quotas have 
been determined as herein provided, and a marketing card or cards or 
similar instruments for such quota or quotas have been issued to the 
producer, or 

“(2) such wheat was harvested prior to the calendar year in which the 
first marketing year for which a marketing quota and stabilization cer- 
tificate program is in effect under this subtitle begins, and could have been 
sold prior to the beginning of such marketing year without payment of a 
marketing penalty under Act of May 26, 1941 (7 U.S.C. 1340), and 

“(3) such wheat is identified by such producer and by any subsequent 
seller or other transferor as marketing quota wheat in such manner as 
shall be prescribed by regulations of the Secretary. 

“(b) For the purposes of this subsection, wheat marketed prior to the begin- 
ning of a marketing year shall be considered to have been marketed subsequent 
to the beginning of such marketing year if it is harvested during the calendar 
year in which such marketing year begins. 

“(e)(1) Except as provided in this subsection and in section 379g, nothing 
contained in this subtitle shall be construed to prohibit or restrict the transfer 
or use of wheat other than marketing quota wheat, 

(2) Any person who, in connection with the sale or other transfer of wheat, 
represents such wheat to be marketing quota wheat and such wheat does not 
meet all the applicable requirements of subsection 379d(a) hereof, shall forfeit 
to the United States a sum equal to three times the number of bushels of wheat 
involved in such misrepresentation, multiplied by the price support per bushel 
in effect under section 379m hereof for the marketing year in which the mis- 
representation occurs. Such forfeiture shall be recoverable in a civil suit 
brought in the name of the United States. 

“(d) Beginning with the first day of the first marketing year for which a 
marketing quota and stabilization certificate program is in effect under this 
subtitle, no person who first processes wheat into food products composed wholly 
or partly of wheat for domestic food consumption or export, shall process any 
such wheat, and no person shall export unprocessed wheat, unless such person 
has in his possession evidence satisfactory to the Secretary that such wheat is 
either (1) marketing quota wheat, (2) imported wheat, (3) wheat sold by the 
Commodity Credit Corporation, or (4) wheat which was marketed by the pro- 
ducer thereof prior to the beginning of the first marketing year for which a 
marketing quota and stabilization certificate program is in effect under this 
subtitle, and is not considered to have been marketed in such marketing year 
under the provisions of subsection (b) hereof. 


“DOMESTIC FOOD QUOTA 


“Sec. 379e. Not later than May 15 of each calendar year the Secretary shall 
determine and proclaim the domestic food quota for wheat for the marketing 
year beginning in the next calendar year. Such domestic food quota shall be 
that number of bushels of wheat which the Secretary determines will be con- 
sumed as human food in the continental United States, and outside the con- 
tinental United States by members of the Armed Forces, during such marketing 
year. 

“STABILIZATION CERTIFICATES 


“Sec. 379f. (a) The Secretary shall prepare for each marketing year stabili- 
zation certificates which shall be issued for each farm to which a farm marketing 
quota has been assigned under section 379c(c) for such year, and on which an 
amount of acreage equal to not less than 20 per centum or more than 50 per 
centum of the wheat base acreage of the farm under section 379¢c(c) has been 
placed in the conservation reserve under the Soil Bank Act for such year: 
Provided, That no farm shall be ineligible for receipt of stabilization certificates 
by reason of the placing of more than 50 per centum of the wheat base of such 
farm in the conservation reserve if the placing of such acreage was provided 
for under a contract entered into prior to the beginning of the first marketing 
year for which a marketing quota and stabilization certificate program is in 
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effect under this subtitle. The certificates issued for any farm shall be in 
an amount which bears the same ratio to such farm marketing quota as the 
domestic food quota proclaimed under section 379e bears to the national market- 
ing quota proclaimed under section 379b for such year. Stabilization certificates 
shall not be issued with respect to any farm in an amount in excess of the 
number obtained by multiplying the acreage planted to wheat by the average 
yield of such farm determined in accordance with section 379c(c). The stabili- 
zation certificates for a farm shall be issued to the farm operator, but the 
Secretary may authorize the issuance of stabilization certificates to individual 
producers on any farm on the basis of their respective shares in the wheat 
erop, or the proceeds thereof, produced on the farm. The Secretary shall 
also issue and sell stabilization certificates to processors and importers in 
such quantities as are required by them in order to meet the requirements of 
subsection (a) and (b) of section 379g. Stabilization certificates shall be 
transferable only in accordance with regulations issued by the Secretary. 

“(b) When the domestic food quote is proclaimed for any marketing year 
pursuant to section 379e hereof, the Secretary shall determine and proclaim the 
estimated parity price for wheat as of the beginning of the marketing year for 
which the domestic food quota is proclaimed. The value of any stabilization 
certificate issued for such marketing year shall be equal to 35 per centum of such 
estimated parity price of wheat per bushel, multiplied by the number of bushels 
of wheat with respect to which it is issued. The value of any stabilization 
certificate so determined shall remain constant and shall remain in effect until 
redeemed. 

“(e) The Secretary is authorized and directed through the Commodity 
Credit Corporation to buy and sell stabilization certificates issued for any 
marketing year at the value proclaimed pursuant to subsection (b) of this see- 
tion. For the purpose of facilitating the purchase and sale of certificates, the 
Secretary may establish and operate a pool or pools and he may also authorize 
publie and private agencies to act as his agents, either directly or through the 
pool or pools. Certificates shall be valid to cover sales and importations of prod- 
ucts made during the marketing year with respect to which they are issued and 
after being once used to cover such sales and importations shal! be canceled by 
the Secretary. Any unused certificates shall be redeemed by the Secretary at 
the price established for such certificates. 


“ACQUISITION OF STABILIZATION CERTIFICATES BY PROCESSORS 


“Sec. 379g. (a) Beginning with the first day of the first marketing year for 
which a marketing quota and stabilization certificate program is in effect under 
this subtitle and except as provided in subsection (d) hereof, no person shall 
process wheat into food products composed wholly or partly of wheat for do- 
mestic food consumption or export in excess of the quantity for which stabiliza- 
tion certificates issued pursuant to section 379f hereof have been acquired by 
such person. 

“(b) Beginning with the first day of the first marketing year for which a 
marketing quota and stabilization certificate program is in effect under this 
subtitle, and except as provided in subsection (d) hereof, no person shall import 
oer bring into the continental United States any food products containing wheat 
in excess of the quantity for which stabilization certificates issued pursuant to 
section 379f of this Act have been acquired by such person. 

“(e) Upon the exportation from the continental United States of any food 
product containing wheat, with respect to which stabilization certificates as re- 
quired herein have been acquired, the Secretary shall pay to the exporter an 
amount equal to the value of the certificates for the quantity of wheat so ex- 
ported in the food product. For the purposes of this subsection, the consignor 
named in the bill of lading, under which the article is exported, shall be con- 
sidered the exporter: Provided, however, That any other person may be con- 
sidered to be the exporter if the consignor named in the bill of lading waives 
claim in favor of such other person. 

“(d) Wpon the giving of a bond satisfactory to the Secretary under such 
rules and regulations as he shall prescribe to secure the purchase of and payment 
for such stabilization certificates as may be required, any person required to 
have a stabilization certificate in order to process wheat or import a food prod- 
uct composed wholly or partly of wheat may process or import any such com- 
modity without having first acquired a stabilization certificate. 
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“(e) As used in this section and section 879d(d), (1) the term ‘food’ means 
human food but shall not be deemed to include liquor or beverages, and (2) the 
term ‘export’ shall not be deemed to include the shipment of food products for 
consumption by the Armed Forces of the United States outside the continental 
United States. 

“CONVERSION FACTORS 


“Seo 379h. The Secretary shall ascertain and establish conversion factors 
showing the amount of wheat contained in food products processed wholly or 
partly from wheat. The conversion factor for any such product shall be deter- 
mined upon the basis of the weight of wheat used in the processing of such 
product. 

“CIVIL PENALTIES 


“Sec. 379i. Any person who violates. or attempts to violate, or participates or 
aids in the violation of any of the provisions of subsections (a) or (b) of sec- 
tion 379g, or of subsection (d) of subsection 379d hereof, shall forfeit to the 
United States a sum equal to three times the number of bushels of wheat in- 
volved in such violation, including the wheat in any product composed wholly or 
partly of wheat, multiplied by the price support per bushel in effect unde: sec- 
tion 379m hereof, for the marketing year in which such violation occurs. Such 
forfeiture shall be recoverable in a civil suit brought in the name of the United 
States. 


“ADJUSTMENTS IN NATIONAL MARKETING AND DOMESTIC FOOD QUOTAS 


“Sec. 379j. If the Secretary has reason to believe that because of a national 
emergency or because of a material increase in demand for wheat, the national 
marketing quota or the dome ‘ic food quota for wheat should be increased or 
suspended, he shall cause an immediate investigation to be made to determine 
whether the increase or suspension is necessary in order to meet such emergency 
or increase in the demand for wheat. If, on the basis of such investigation, the 
Secretary finds that such increase or suspension is necessary, he shall imme- 
diately proclaim such finding (and if he finds an increase is necessary, the 
amount of the increase found by him to be necessary) and thereupon such quotas 
shill be increased or shall be suspended, as the case may be. In case any na- 
tional marketing quota is increased under this section, each farm marketing 
quota for wheat shall be increased in the same ratio. In case any domestic 
food queta for wheat is increased under this section, the amount of the stabili- 
zation certificates for each farm shall be increased in the same ratio. 


“REPORTS AND RECORDS 


“Src. 379k. (a) The provisions of section 373(a), of this Act shall apply to 
all persons, except wheat producers, who are subject to the provisions of this 
subtitle, except that any such person failing to make any report or keep any 
record as required by this section or making any false report or record shall 
be deemed guilty of a misdemeanor and upon conviction thereof shall be subject 
to a fine of not more than $2,000 for each such violation. 

“(b) The provisions of section 373(b) of this Act shall apply to all wheat 
farmers who are subject to the provisions of this subtitle. 


“REFERENDUM 


“Sec. 3791. In the first referendum, held pursuant to section 336 hereof, 
following the enactment of this subtitle for the purpose of determining whether 
farmers eligible to vote in such referendum and voting on the question favor 
a marketing quota and stabilization certificate program under this subtitle in 
lieu of marketing quotas under subtitle B hereof, the Secretary shall submit 
on separate ballots the question of whether such farmers favor a marketing 
quota and stabilization certificate programy under. this subtitle in lieu of mar- 
keting quotas under subtitle B. If the Secretary determines that a majority of 
eligible farmers voting on such question favor such marketing quota and stabili- 
zation certificate program under this subtitle D, the Secretary shall, prior to the 
effective date of the national marketing quota proclaimed under subtitle B, 
hereof, suspend the operation of such quota and place into effect a marketing 
quota and stabilization certificate program for the crop with respect to which 
the referendum is held and subsequent wheat crops under the provisions of this 
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subtitle, in which event the provisions of subtitle B relating to marketing quotas 
and acreage allotments for wheat shall no longer be in effect. If a majority of 
such farmers do not favor such program the provisions of this subtitle shall be 
of no further force or effect. The determinations of the Secretary pursuant to 
this section shall be final and not subject to judicial review. 


“PRICE SUPPORT 


“Sec. 379m. Notwithstanding any other provision of law— 

“(a) whenever a wheat marketing quota and stabilization certificate pro- 
gram under this subtitle is in effect, price support for wheat shall be deter- 
mined in accordance with the provisions of subsection (b) of this section; 
and 

“(b) the Commodity Credit Corporation is directed to make available 
through loans, purchases, or other operations, price support to producers 
of wheat at a level not less than 65 per centum of the parity price for wheat 
as determined by the Secretary of Agriculture as of May 1 prior to the 
beginning of the marketing year on the amounts of the farm marketing 
quotas of such producers for such year. 


“SECURITY RESERVE FOR WHEAT 


“Sec. 379n. (a) The Secretary is authorized and directed to establish a secur- 
ity reserve for wheat, and to transfer to such reserve five hundred million 
bushels of wheat owned by the Commodity Credit Corporation. Wheat placed 
in such reserve shall remain the property of the Commodity Credit Corporation, 
and, except for rotation to prevent spoilage, shall not be removed from such 
reserve except in case of war or other national emergency proclaimed by the 
President. 

“(b) The Commodity Credit Corporation shall enter into contracts for the 
storage of wheat placed in the reserve established by this Act for such periods 
of time and on such terms as will result in the most economical cost. Such 
contracts shall be awarded on a basis which will provide adequate dispersal 
for security purposes among the producing States, having regard for the pro- 
portionate production of such State. Such contracts shall provide for the rota- 
tion of stocks to prevent spoilage and for such purpose shall contain a schedule 
of premiums and discounts for differences in quality. 

“Sec. 3790. The provisions of sections 361 to 368, each inclusive, shall apply 
to farm marketing quotas established under this subtitle D.” 


(H.R. 4791, 86th Cong., 1st sess.] 
A BILL To amend the Agricultural Adjustment Act of 1938, as amended 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That this Act may be cited as the “Wheat 
Stabilization Act of 1959.” 

Sec. 2. Title III of the Agricultural Adjustment Act of 1938, as amended, is 
amended (1) by designating subtitles D and E as subtitles B and F, respec- 
tively, and (2) by inserting after subtitle C a new subtitle D as follows: 


“SuBTITLE D—MARKETING QUOTA AND INCOME STABILIZATION PLAN FOR WHEAT 


“LEGISLATIVE FINDINGS 


“Sec. 379a. Wheat, in addition to being a basic food, is one of the great ex- 
port crops of American agriculture and its production for domestic consumption 
and for export is essential to the maintenance of a sound national economy and 
to the general welfare. The movement of wheat from producer to consumer, in 
the form of the commodity or any of the products thereof, is preponderantly in 
interstate and foreign commerce. That small percentage of wheat which is pro- 
duced and consumed within the confines of any State is normally commingled 
with, and always bears a close and intimate commercial and competitive relation- 
ship to, that quantity of such commodity which moves in interstate and foreign 
commerce. For this reason, any regulation of intrastate commerce in wheat is 
a regulation of commerce which is in competition with, or which otherwise affects, 
obstructs, or burdens interstate commerce in that commodity. In order to pro- 
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vide an adequate and balanced flow of wheat in interstate and foreign commerce 
and thébeby! assist farmers in obtaining parity of income by marketing wheat for 
domestic consumption at parity prices and by increased exports at world prices, 
and to assure consumers an adequate and steady supply of wheat at fair prices, 
it is necessary to regulate all commerce in wheat in the manner provided by 
this subtitle. 

. “NATIONAL MARKETING QUOTA 


“Sec. 8379b. Not later than May 15 of each calendar year, the Secretary shall 
proclaim a national marketing quota which shall be in effect with respect to the 
marketing of wheat during the marketing year beginning on July 1 of the next 
succeeding calendar year. The national marketing quota for any marketing year 
shall be a number of bushels equal to the sum of the number of bushels which he 
determines will be consumed as human food in the continental United States, or 
outside the continental United States by members of the Armed Forces, during 
such marketing year and the number of bushels which he determines will be ex- 
ported during such marketing year, less seventy-five million bushels. 


“APPORTIONMENT OF NATIONAL MARKETING QUOTA 


“Src, 379c. (a) The national marketing quota for wheat, less a reserve of not 
to exceed 1 per centum thereof for apportionment as provided in this subsection, 
shall be apportioned by the Secretary among the several States in such manner 
that the quota of any State will bear the same ratio to the national quota as a 
figure determined by multiplying the base acreage of such State by its average 
yield bears to the corresponding figure for all of the States. For the purpose of 
this subsection, the base acreage of a State shall be the average number of acres 
planted to wheat in such State for the 1952 and 1953 crops, and the average 
yield of a State shall be the average, weighted by the county base acres, of the 
average yields of the counties in the State as determined in accordance with 
subsection (b) of this section. The reserve set aside herein for apportionment 
by the Secretary shall be used to make increases in quotas apportioned to counties 
under subsection (b) of this section, on the basis of the relative needs of 
counties for additional quota because of reclamation and other new areas coming 
into the production of wheat after 1953. 

“(b) The State marketing quota for wheat, less a reserve of not to exceed 2 
per centum thereof for apportionment as provided in subsection («). of this see- 
tion, shall be apportioned by the Secretary among the counties in the State in 
such manner that the quota of any county will bear the same ratio to the State 
quota as a figure determined by multiplying the base acreage of such. county by 
its average yield bears to the corresponding figure for all of the counties in such 
State. For the purpose of this subsection, the base acreage of a county shall be 
the average number of acres planted to wheat in such county for the 1952 and 
1953 crops, and the average yield of a county shall be the highest annual average 
number of bushels of wheat per acre harvested in such county during five con- 
secutive years within the twenty-five-year period immediately preceding the year 
in which the first such apportionment is made. 

“(c) The county quota shall be apportioned by the Secretary, through the 
county committees, among the farms within the county on which wheat has been 
planted during any one of the three marketing years immediately preceding the 
marketing year in which the apportionment is made and on which wheat was 
not planted for the 1952 or 1953 crop, in such manner that the quota of any farm 
shall bear the same ratio to the county quota as a figure determined by multiply- 
ing the base acreage of such farm by its average yield bears to a corresponding 
figure for all of the farms in such county entitled to receive a farm marketing 
quota for wheat. For the purpose of this subsection the base acreage of a 
tarm shall be the average number of acres planted to wheat on such farm for 
the 1952 and 1953 crops, with adjustments for abnormal weather conditions dur 
ing such years, tillable acres, crop-rotation practices, type of soil, and topog- 
raphy. The average yield of a farm shall be the average annual yield in bushels 
per harvested acre of such farm for the five years immediately preceding the 
year in which such apportionment is made on the basis of actual or estimated 
yields for such years with appropriate adjustments as prescribed by regulations 
issued by the Secretary, for abnormal weather or other conditions affecting 
yields in any of the years. Not more than 2 per centum of the State quota shall 
be used for apportionment to farms on which wheat has been planted during 
any of the three marketing years immediately preceding the marketing year in 
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which the apportionment is made but upon which wheat was not planted for the 
1952 or 1953 crops. The Secretary may by regulations provide for the distribu- 
tion of the farm marketing quota among individual producers on the farm on 
the basis of their respective shares in the wheat crop, or the proceeds thereof, 


“MARKETING OF WHEAT 


“Src. 379d. (a) For the purposes of this subtitle, wheat marketed by a pro- 
ducer with respect to a farm after the beginning of the first marketing year for 
which a marketing quota and stabilization program is in effect under this sub- 
title shall be considered to be marketing quota wheat if— 

“(1) the amount of such wheat, when added to any other wheat mar- 
keted by the producer with respect to such farm as marketing quota wheat 
subsequent to the beginning of the first marketing year for which a mar- 
keting quota and stabilization certificate program is in effect under this 
subtitle, does not exceed the total amount of wheat allotted to such farm 
as farm marketing quota (or portion thereof distributed to such producer) 
under this subtitle for such year and any subsequent marketing year or 
years up to and including the marketing year which begins in the calendar 
year in which the wheat is marketed: Provided, That such quota or quotas 
have been determined as herein provided, and a marketing card or cards 
or similar instruments for such quota or quotas have been issued to the 
producer, or 

**(2) such wheat was harvested prior to the calendar year in which the 
first marketing year for which a marketing quota and stabilization certifi- 
cate program is in effect under this subtitle begins, and could have been sold 
prior to the beginning of such marketing year without payment of a mar- 
keting penalty under Act of May 26, 1941 (7 U.S.C. 1340), and 

“(3) such wheat is identified by such producer and by any subsequent 
seller or other transferor as marketing quota wheat in such manner as 
shall be prescribed by regulations of the Secretary. 

“(b) For the purposes of this subsection, wheat marketed prior to the be- 
ginning of a marketing year shall be considered to have been marketed subse- 
quent to the beginning of such marketing year if it is harvested during the 
ealendar year in which such marketing year begins. 

“(e)(1) Except as provided in this subsection and in section 879g, nothing 
contained in this subtitle shall be construed to prohibit or restrict the transfer 
or use of wheat other than marketing quota wheat. 

“(2) Any person who, in connection with the sale or other transfer of wheat, 
represents such wheat to be marketing quota wheat and such wheat does not 
meet all the applicable requirements of subsection 379d(a) hereof, shall forfeit 
to the United States a sum equal to three times the number of bushels of wheat 
involved in such misrepresentation, multiplied by the price support per bushel 
in effect under section 379m hereof for the marketing year in which the mis- 
representation occurs. Such forfeiture shall be recoverable in a civil suit 
brought in the name of the United States. 

“(d) Beginning with the first day of he first marketing year for which a mar- 
keting quota and stabilization certificate program is in effect under this sub- 
title, no person who first processes wheat into food products composed wholly 
or partly of wheat for domestic food consumption or export, shall process any 
such wheat, and no person shall export unprocessed wheat, unless such person 
has in his possession evidence satisfactory to the Secretary that such wheat is 
either (1) marketing quota wheat, (2) imported wheat, (8) wheat sold by the 
Commodity Credit Corporation, or (4) wheat which was marketed by the pro- 
ducer thereof prior to the beginning of the first marketing year for which a 
marketing quota and stabilization certificate program is in effect under this 
subtitle, and is not considered to have been marketed in such marketing year 
under the provisions of subsection (b) hereof. 


“DOMESTIC FOOD QUOTA 


“Sec. 379e. Not later than May 15 of each calendar year the Secretary shall 
determine and proclaim the domestic food quota for wheat for the marketing 
year beginning in the next calendar year. Such domestic food quota shall be 
that number of bushels of wheat which the Secretary determines will be con- 
sumed as human food in the continental United States, and gutside the con- 
tinental United States by members of the Armed Forces, during such marketing 
year. 
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“STABILIZATION CERTIFICATES 


“Sec. 379f. (a) The Secretary shall prepare for each marketing year stabiliza- 
tion certificates which shall be issued for each farm to which a farm marketing 
quota has been assigned under section 379¢c(c) for such year, and on which an 
amount of acreage equal to not less than 20 per centum or more than 50 per 
centum of the wheat base acreage of the farm under section 379¢(c) has been 
placed in the conservation reserve under the Soil Bank Act for such year: Pro- 
vided, That no farm shall be ineligible for receipt of stabilization certificates by 
by reason of the placing of more than 50 per centum of the wheat base of such 
farm in the conservation reserve if the placing of such acreage was provided 
for under a contract entered into prior to the beginning of the first marketing 
year for which a marketing quota and stabilization certificate program is in 
effect under this subtitle. The certificates issued for any farm shall be in an 
amount which bears the same ratio to such farm marketing quota as the 
domestic food quota proclaimed under section 379e bears to the national market- 
ing quota proclaimed under section 379b for such year. Stabilization certificates 
shall not be issued with respect to any farm in an amount in excess of the 
number obtained by multiplying the acreage planted to wheat by the average 
yield of such farm determined in accordance with section 379c(c). The stabili- 
zation certificates for a farm shall be issued to the farm operator, but the 
Secretary may authorize the issued of stabilization certificates to individual pro- 
ducers on any farm on the basis of their respective shares in the wheat crop, or 
the proceeds thereof, produced on the farm. The Secretary shall also issue 
and sell stabilization certificates to processors and importers in such quantities 
as are required by them in order to meet the requirements of subsections (a) 
and (b) of section 379g. Stabilization certificates shall be transferable only in 
accordance with regulations issued by the Secretary. 

“(b) When the domestic food quota is proclaimed for any marketing year 
pursuant to section 379e hereof, the Secretary shall determine and proclaim the 
estimated parity price for wheat as of the beginning of the marketing year 
for which the domestic food quota is proclaimed. The value of any stabilization 
certificate issued for such marketing year shall be equal to 35 per centum of such 
estimated parity price of wheat per bushel, multiplied by the number of bushels 
of wheat with respect to which it is issued. The value of any stabilization 
certificate so determined shall remain constant and shall remain in effect until 
redeemed. 

“(c) The Secretary is authorized and directed through the Commodity 
Credit Corporation to buy and sell stabilization certificates issued for any mar- 
keting year at the value proclaimed pursuant to subsection (b) of this section, 
For the purpose of facilitating the purchase and sale of certificates, the Secretary 
may establish and operate a pool or pools and he may also authorize public and 
private agencies to act as his agents, either directly or through the pool or pools. 
Certificates shall be valid to cover sales and importations of products made dur- 
ing the marketing year with respect to which they are issued and after being once 
used to cover such sales and importations shall be canceled by the Secretary. 
Any unused certificates shall be redeemed by the Secretary at the price established 
for such certificates. 


“ACQUISITION OF STABILIZATION CERTIFICATES. BY PROCESSORS 


“Sec, 379g. (a) Beginning with the first day of the first marketing year for 
which a marketing quota and stabilization certificate program is in effect under 
this subtitle and except as provided in subsection (d) hereof, no person shall 
process wheat into food products composed wholly or partly of wheat for domestic 
food consumption or export in excess of the quantity for which stabilization 
certificates issued pursuant to section 379f hereof have been acquired by such 
person. 

“(b) Beginning with the first day of the first marketing year for which a mar- 
keting quota and stabilization certificate program is in effect under this subtitle, 
and except as provided in subsection (d) hereof, no person shall import or bring 
into the continental United States any food products containing wheat in excess 
of the quantity for which stabilization certificates issued pursuant to section 
379f of this Act have been acquired by such person. 

“(e) Upon the exportation from the continental United States of any food prod- 
uct containing wheat, with respect te which stabilizat‘on certifieates as required 
herein have been acquired, the Secretary shall pay to the exporter an amount 
equal to the value of the certificates for the quantity of wheat so exported in the 








42 WHEAT 


food product. For the purposes of this subsection, the consignor named in the 
bill of lading, under which the article is exported, shall be considered the ex- 
porter: Provided, however, That any other person may be considered to be the 
exporter if the consignor named in the bill of lading waives claim in favor of 
such other person. 

“(d) Upon the giving of a bond satisfactory to the Secretary under such rules 
and regulations as he shall prescribe to secure the purchase of and payment for 
such stabilization certificates as may be required, any person required to have 
a stabilization certificate in order to process wheat or import a food product 
composed wholly or partly of wheat may process or import any such commodity 
without having first acquired a stabilization certificate. 

“(e) As used in this section and section 379d(d), (1) the term ‘food’ means 
human food but shall not be deemed to include liquor or beverages, and (2) 
the term ‘export’ shall not be deemed to include the shipment of food products 
for consumption by the Armed Forces of the United States outside the con- 
tinental United States. 

“CONVERSION FACTORS 


“Sec. 379h. The Secretary shall ascertain and establish conversion factors 
showing the amount of wheat contained in food products processed wholly or 
partly from wheat. The conversion factor for any such product shall be deter- 
mined upon the basis of the weight of wheat used in the processing of such 
product. 

“CIVIL PENALTIES 


“Sec. 379i. Any person who violates or attempts to violate, or participates 
or aids in the violation of any of the provisions of subsections (a) or (b) of 
section 379g, or of subsection (d) of subsection 379d hereof, shall forfeit to the 
United States a sum equal to three times the number of bushels of wheat in- 
volved in such violation, including the wheat in any product composed wholly 
or partly of wheat, multiplied by the price support per bushel in effect under 
section 379m hereof, for the marketing year in which such violation occurs, 
Such forfeiture shall be recoverable in a civil suit brought in the name of the 
United States. 


“ADJUSTMENTS IN NATIONAL MARKETING AND DOMESTIC FOOD QUOTAS 


“Seo. 379j. If the Secretary has reason to believe that because of a national 
emergency or because of a material increase in demand for wheat, the national 
marketing quota or the domestic food quota for wheat should be increased or 
suspended, he shall cause an immediate investigation to be made to determine 
whether the increase or suspension is necessary in order to meet such emergency 
or increase in the demand for wheat. If, on the basis of such investigation, the 
Secretary finds that such increase or suspension is necessary, he shall imme- 
diately proclaim such finding (and if he finds an increase is necessary, the amount 
of the increase found by him to be necessary) and thereupon such quotas shall 
be increased or shall be suspended, as the case may be. In case any national 
marketing quota is increased under this section, each farm marketing quota 
for wheat shall be increased in the same ratio. In case any domestic food 
quota for wheat is increased under this section, the amount of the stabilization 
certificates for each farm shall be increased in the same ratio. 


“REPORTS AND RECORDS 


“Sec. 379k. (a) The provisions of section 373(a) of this Act shall apply to all 
persons, except wheat producers, who are subject to the provisions of this sub- 
title, except that any such person failing to make any report or keep any record 
as required by this section or making any false report or record shall be deemed 
guilty of a misdemeanor and upon conviction thereof shall be subject to a fine 
of not more than $2,000 for each such violation. 

“(b) The provisions of section 373(b) of this Act shall apply to all wheat 
farmers who are subject to the provisions of this subtitle. 


“REFERENDUM 


“Sec-3791. In the first referendum, held pursuant to section 336 hereof, follow- 
ing the enactment of this subtitle for the purpose of determining whether farm- 
ers eligible to vote in such referendum and voting on the question favor a market- 
ing quota and stabilization certificate program under this subtitle in lieu of mar- 
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keting quotas under subtitle B hereof, the Secretary shall submit on separate bal- 
lots the question of whether such farmers favor a marketing quota and stabili- 
zation certificate program under this subtitle in lieu of marketing quotas under 
subtitle B. If the Secretary determines that a majority. of eligible farmers voting 
on such question favor such marketing quota and stabilization certificate pro- 
gram under this subtitle D, the Secretary shall, prior to the effective date of the 
national marketing quota proclaimed under subtitle B, hereof, suspend the oper- 
ation of such quota and place into effect a marketing quota and stabilization 
certificate program for the crop with respect to which the referendum is held and 
subsequent wheat crops under the provisions of this subtitle, in which event the 
provisions of subtitle B relating to marketing quotas and acreage allotments for 
wheat shall no longer be in effect. If a majority of such farmers do not favor 
such program the provisions of this subtitle shall be of no further force or effect. 
The determinations of the Secretary pursuant to this section shall be final and 
not subject to judicial review. 
“PRICE SUPPORT 


“Sec. 379m. Notwithstanding any other provision of law— 

“(a) whenever a wheat marketing quota and stabilization certificate pro- 
gram under this subtitle is in effect, price support for wheat shall be deter- 
mined in accordance with the provisions of subsection (b) of this section; 
and 

“(b) the Commodity Credit Corporation is directed to make available 
through loans, purchases, or other operations, price support to producers of 
wheat at a level not less than 65 per centum of the parity price for wheat as 
determined by the Secretary of Agriculture as of May 1 prior to the begin- 


ning of the marketing year on the amounts of the farm marketing quotas 
of such producers for such year. 


“SECURITY RESERVE FOR WHEAT 


“Spec. 379n. (a) The Secretary is authorized and directed to establish a secu- 
rity reserve for wheat, and to transfer to such reserve five hundred million bush- 
els of wheat owned by the Commodity Credit Corporation. Wheat placed in 
such reserve shall remain the property of the Commodity Credit Corporation, 
and, except for rotation to prevent spoilage, shall not be removed from such 
reserve except in case of war or other national emergency proclaimed by the 
President. 

“(b) The Commodity Credit Corporation shall enter into contracts for the 
storage of wheat placed in the reserve established by this Act for such periods 
of time and on such terms as will result in the most economical cost. Such con- 
tracts shall be awarded on a basis which will provide adequate dispersal for 
security purposes among the producing States, having regard for the propor- 
tionate production of such State. Such contracts shall provide for the rotation 
of stocks to prevent spoilage and for such purpose shall contain a schedule of 
premiums and discounts for differences in quality. 

“Sec. 3790. The provisions of sections 361 to 368, each inclusive, shall apply 
to farm marketing quotas established under this subtitle D.” 


(H.R. 4818, 86th Cong., 1st sess.]}\ 
A BILL To amend the Agricultural Adjustment Act of 1938, as amended 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That this Act may be cited as the 
“Wheat Stabilization Act of 1959.” 


Sec. 2. Title III of the Agricultural Adjustment Act of 1938, as amended, is 
amended (1) by designating subtitles D and E as subtitles E and F, respectively, 
and (2) by inserting after subtitle C a new subtitle D as follows: 


“SUBTITLE D—-MARKETING QuoTA AND INCOME STABILIZATION PLAN FoR WHEAT 


“LEGISLATIVE FINDINGS 


“Sec. 379a. Wheat, in addition to being a basic food, is one of the great 
export crops of American agriculture and its production for domestic consump- 
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tion and for export is essential to the maintenance of a sound national economy 
and to the general welfare. The movement of wheat from producer to con- 
sumer, in the form of the commodity or any of the products thereof, is pre- 
ponderantly in interstate and foreign commerce. That small percentage of 
wheat which is produced and consumed within the confines of any State is 
normally commingled with, and always bears a close and intimate commercial 
and competitive relationship to, that quantity of such commodity which moves 
in interstate and foreign commerce. Fur this reason, any regulation of intra- 
state commerce in wheat is a regulation of commerce which is in competition 
with, or which otherwise affects, obstructs, or burdens interstate commerce in 
that commodity. In order to provide an adequate and balanced flow of wheat 
in interstate and foreign commerce and thereby assist farmers in obtaining 
parity of income by marketing wheat for domestic consumption at parity prices 
and by increased exports at world prices, and to assure consumers an adequate 
and steady supply of wheat at fair prices, it is necessary to regulate all com- 
merce in wheat in the manner provided by this subtitle. 


“NATIONAL MARKETING QUOTA 


“Sec. 379b. Not later than May 15 of each calendar year, the Secretary shall 
proclaim a national marketing quota which shall be in effect with respect to 
the marketing of wheat during the marketing year beginning on July 1 of the 
next succeeding calendar year. The national marketing quota for any market- 
ing year shall be a number of bushels equal to the sum of the number of bushels 
which he determines will be consumed as human food in the continental United 
States, or outside the continental United States by members of the Armed 
Forces, during such marketing year and the number of bushels which he deter- 
mines will be exported during such marketing year, less seventy-five million 
bushels. 

“APPORTIONMENT OF NATIONAL MARKETING QUOTA 


“Sec. 379e. (a) The national marketing quota for wheat, less a reserve of not 
to exceed 1 per centum thereof for apportionment as provided in this subsection, 
shall be apportioned by the Secretary among the several States in such manner 
that the quota of any State will bear the same ratio to the national quota as a 
figure determined by multiplying the base acreage of such State by its average 
yield bears to the corresponding figure for all of the States. For the purpose 
of this subsection, the base acreage of a State shall be the average number of 
acres planted to wheat in such State for the 1952 and 1953 crops, and the 
average yield of a State shall be the average, weighted by the county base 
acres, of the average yields of the counties in the State as determined in 
accordance with subsection (b) of this section. The reserve set aside herein 
for apportionment by the Secretary shall be used to make increases in quotas 
apportioned to counties under subsection (b) of this section, on the basis of 
the relative needs of counties for additional quota because of reclamation and 
other new areas coming into the production of wheat after 1953. 

“(b) The State marketing quota for wheat, less a reserve of not to exceed 
2 per centum thereof for apportionment as provided in subsection (c) ,of this 
section, shall be apportioned by the Secretary among the counties in the State 
in such manner that the quota of any county will bear the same ratio to the 
State quota as a figure determined by multiplying the base acreage of such 
county by its average yield bears to the corresponding figure for all of the coun- 
ties in such State. For the purpose of this subsection, the base acreage of a 
county shall be the average number of acres planted to wheat in such county 
for the 1952 and 1953 crops, and the average yield of a county shall be the 
highest annual average number of bushels of wheat per acre harvested in such 
county during five consecutive years within the twenty-five-year period im- 
mediately preceding the year in which the first such apportionment is made. 

“(e) The county quota shall be apportioned by the Secretary, through the 
county committees, among the farms within the county on which wheat has been 
planted during any one of the three marketing years immediately preceding the 
marketing year in which the apportionment is made and on which wheat was not 
planted for the 1952 or 1953 crop, in such manner that the quota of any farm shall 
bear the same ratio to the county quota as a figure determined by multiplying the 
hase acreage of such farm by its average yield bears to a corresponding figure 
for all of the farms in such county entitled to receive a farm marketing quota for 
wheat. For the purpose of this subsection the base acreage of a farm shall be 
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the average number of acres planted to wheat on such farm for the 1952 and 
1953 crops, with adjustments for abnormal weather conditions during such years, 
tillable acres, crop-rotation practices, type of soil, and topography. The average 
yield of a farm shall be the average annual yield in bushels per harvested acre 
of such farm for the five years immediately preceding the year in which such 
apportionment is made on the basis of actual or estimated yields for such years 
with appropriate adjustments as prescribed by regulations issued by the Secre- 
tary, for abnormal weather or other conditions affecting yields in any of the 
years. Not more than 2 per centum of the State quota shall be used for appor- 
tionment to farms on which wheat has been planted during any of the three 
marketing years immediately preceding the marketing year in which the appor- 
tionment is made but upon which wheat was not planted for the 1952 or 1953 
crops. The Secretary may by regulations provide for the distribution of the 
farm marketing quota among individual producers on the farm on the basis of 
their respective shares in the wheat crop, or the proceeds thereof. 


“MARKETING OF WHEAT 


“Sec. 879d. (a) For the purposes of this subtitle, wheat marketed by a pro- 
ducer with respect to a farm after the beginning of the first marketing year for 
which a marketing quota and stabilization program is in effect under this subtitle 
shall be considered to be marketing quota wheat if— 

“(1) the amount of such wheat, when added to any other wheat marketed 
by the producer with respect to such farm as marketing quota wheat sub- 
sequent to the beginning of the first marketing year for which a marketing 
quota and stabilization certificate program is in effect under this subtitle, 
does not exceed the total amount of wheat allotted to such farm as farm 
marketing quota (or portion thereof Cistributed to such producer) under this 
subtitle for such year and any subsequent marketing year or years up to 
and ineluding the marketing year which begins in the calendar year in 
which the wheat is marketed: Provided, That such quota or quotas have 
been determined as herein provided, and a marketing card or cards or 
similar instruments for such quota or quotas have been issued to the pro- 
ducer, or 

“(2) such wheat was harvested prior to the calendar year in which the 
first marketing year for which a marketing quota and stabilization certificate 
program is in effect under this subtitle begins, and could have been sold 
prior to the beginning of such marketing year without payment of a market- 
ing penalty under Act of May 26, 1941 (7 U.S.C. 1340), and 

“(3) such wheat is identified by such producer and by any subsequent 
seller or other transferor as marketing quota wheat in such manner as shall 
be prescribed by regulations of the Secretary. 

“(b) For the purposes of this subsection, wheat marketed prior to the begin- 
ning of a marketing year shall be considered to have been marketed subsequent 
to the beginning of such marketing year if it is harvested during the calendar 
year in which such marketing year begins. 

“(c)(1) Except as provided in this subsection and in section 379g, nothing 
contained in this subtitle shall be construed to prohibit or restrict the transfer or 
use of wheat other than marketing quota wheat. 

“(2) Any person who, in connection with the sale or other transfer of wheat, 
represents such wheat to be marketing quota wheat and such wheat does not 
meet all the applicable requirements of subsection 379d(a) hereof, shall forfeit 
to the United States a sum equal to three times the number of bushels of wheat 
involved in such misrepresentation, multiplied by the price support per bushel 
in effect under section 379m hereof for the marketing year in which the mis- 
representation occurs. Such forfeiture shall be recoverable in a civil suit 
brought in the name of the United States. 

“(d) Beginning with the first day of the first marketing year for which a 
marketing quota and stabilization certificate program is in effect under this 
subtitle, no person who first processes wheat into food products composed wholly 
or partly of wheat for domestic food consumption or export, shall process any 
such wheat, and no person shall export unprocessed wheat, unless such person 
has in his possession evidence satisfactory to the Secretary that such wheat is 
either (1) marketing quota wheat, (2) imported wheat, (3) wheat sold by the 
Commodity Credit Corporation, or (4) wheat which was marketed by the pro- 
ducer thereof prior to the beginning of the first marketing year for which a 
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marketing quota and stabilization certificate program is in effect under this 
subtitle, and is not considered to have been marketed in such marketing year 
under the provisions of subsection (b) hereof. 


WHEAT 


“DOMESTIC FOOD QUOTA 


“Sec. 379e. Not later than May 15 of each calendar year the Secretary shall 
determine and proclaim the domestic food quota for wheat for the marketing 
year beginning in the next calendar year. Such domestic food quota shall be 
that number of bu::iels of wheat which the Secretary determines will be con- 
sumed as human food in the continental United States, and outside the conti- 
nental United States by members of the Armed Forces, during such marketing 
year. 

“STABILIZATION CERTIFICATES 


“Sec. 379f. (a) The Secretary shall prepare for each marketing year stabiliza- 
tion certificates which shall be issued for each farm to which a farm marketing 
quota has been assigned under section 379¢(c) for such year, and on which an 
amount of acreage equal to not less than 20 per centum or more than 50 per 
centum of the wheat base acreage of the farm under section 379¢c(c) has been 
placed in the conservation reserve under the Soil Bank Act for such year: 
Provided, That no farm shall be ineligible for receipt of stabilization certificates 
by reason of the placing of more than 50 percentum of the wheat base of such 
farm in the conservation reserve if the placing of such acreage was provided for 
under a contract entered into prior to the beginning of the first marketing year 
for which a marketing quota and stabilization certificate program is in effect 
under this subtitle. The certificates issued for any farm shall be in an amount 
which bears the same ratio to such farm marketing quota as the domestic food 
quota proclaimed under section 379e bears to the national marketing quota pro- 
claimed under section 379e for such year. Stabilization certificates shall not 
be issued with respect to any farm in an amount in excess of the number obtained 
by multiplying the acreage planted to wheat by the average yield of such farm 
determined in accordance with section 379c(c). The stabilization certificates 
for a farm shall be issued to the farm operator, but the Secretary may authorize 
the issuance of stabilization certificates to individual producers on any farm 
on the basis of their respective shares in the wheat crop, or the proceeds thereof, 
produced on the farm. The Secretary shall also issue and sell stabilization 
certificates to processors and importers in such quantities as are required by 
them in order to meet the requirements of subsections (a) and (b) of section 
379g. Stabilization certificates shall be transferable only in accordance with 
regulations issued by the Secretary. 

“(b) When the domestic food quota is proclaimed for any marketing year 
pursuant to section 379e hereof, the Secretary shall determine and proclaim the 
estimated parity price for wheat as of the beginning of the marketing year for 
which the domestic food quota is proclaimed. The value of any stabilization 
certificate issued for such marketing year shall be equal to 35 per centum of such 
estimated parity price of wheat per bushel, multiplied by the number of bushels 
of wheat with respect to which it is issued. The value of any stabilization certifi- 
cate so determined shall remain constant and shall remain in effect until 
redeemed. 

“(c) The Secretary is authorized and directed through the Commodity Credit 
Corporation to buy and sell stabilization certificates issued for any marketing 
year at the value proclaimed pursuant to subsection (b) of this section. For 
the purpose of facilitating the purchase and sale of certificates, the Secretary 
may establish and operate a pool or pools and he may also authorize public and 
private agencies to act as his agents, either directly or through the pool or pools. 
Certificates shall be valid to cover sales and importations of products made during 
the marketing year with respect to which they are issued and after being once 
used to cover such sales and importations shall be canceled by the Secretary. 
Any unused certificates shall be redeemed by the Secretary at the price estab- 
lished for such certificates. 


“ACQUISITION OF STABILIZATION CERTIFICATES BY PROCESSORS 


“Sec. 379g. (a) Beginning with the first day of the first marketing year for 
which a marketing quota and stabilization certificate program is in effect under 
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this subtitle and except as provided in subsection (d) hereof, no person shall 
process wheat into food products composed wholly or partly of wheat for domestic 
food consumption or export in excess of the quantity for which stabilization 
certificates issued pursuant to section 379f hereof have been acquired by such 
rson. 

Pe(b) . Beginning with the first day of the first marketing year for which a 
marketing quota and stabilization certificate program is in effect under this 
subtitle, and except as provided in subsection (d) hereof, no person shall import 
or bring into the continental United States any food products containing wheat 
in excess of the quantity for which stabilization certificates issued pursuant 
to section 379f of this Act have been acquired by such person. 

“(c) Upon the exportation from the continental United States of any food 
product containing wheat, with respect to which stabilization certificates as 
required herein have been acquired, the Secretary shall pay to the exporter an 
amount equal to the value of the certificates for the quantity of wheat so exported 
in the food product. For the purposes of this subsection, the consignor named 
in the bill of lading, under which the article is exported, shall be considered 
the exporter: Provided, however, That any other person may be considered to 
be the exporter if the consignor named in the bill of lading waives claim in favor 
of such other person. 

“(d) Upon the giving of a bond satisfactory to the Secretary under such rules 
and regulations as he shall prescribe to secure the purchase of and payment for 
such stabilization certificates as may be required, any person required to have a 
stabilization certificate in order to process wheat or import a food product com- 
posed wholly or partly of wheat may process or import any such commodity 
without having first acquired a stabilization certificate. 

“(e) As used in this section and section 379d(d), (1) the term ‘food’ means 
human food but shall not be deemed to include liquor or beverages, and (2) the 
term ‘export’ shall not be deemed to include the shipment of food products for 
consumption by the Armed Forces of the United States outside the continental 
United States. 

“CONVERSION FACTORS 


“Sec. 379h. The Secretary shall ascertain and establish conversion factors 
showing the amount of wheat contained in food products processed wholly or 
partly from wheat. The conversion factor for any such product shall be deter- 
mined upon the basis of the weight of wheat used in the processing of such 
product. 

“CIVIL PENALTIES 


“Sec. 379i. Any person who violates or attempts to violate, or participates or 
aids in the violation of any of the provisions of subsections (a) or (b) of section 
879g, or of subsection (d) of subsection 379d hereof, shall forfeit to the United 
States a sum equal to three times the number of bushels of wheat involved in such 
violation, including the wheat in any product composed wholly or partly of 
wheat, multiplied by the price support per bushel in effect under section 379m 
hereof, for the marketing year in which such violation occurs. Such forfeiture 
shall be recoverable in a civil suit brought in the name of the United States. 


“ADJUSTMENTS IN NATIONAL MARKETING AND DOMESTIC FOOD QUOTAS 


“Sec. 379). If the Secretary has reason to believe that because of a national 
emergency or because of a material increase in demand for wheat, the national 
marketing quota or the domestic food quota for wheat should be increased or 
suspended, he shall cause an immediate investigation to be made to determine 
whether the increase or suspension is necessary in order to meet such emergency 
or increase in the demand for wheat. If, on the basis of such investigation, the 
Secretary finds that such increase or suspension is necessary, he shall immedi- 
ately proclaim such finding (and if he finds an increase is necessary, the amount 
of the increase found by him to be necessary) and thereupon such quotas shall 
be increased or shall be suspended, as the case may be. In case any national 
marketing quota is increased under this section, each farm marketing quota 
for wheat shall be increased in the same ratio. In case any domestic food quota 
for wheat is increased under this section, the amount of the stabilization certifi- 
cates for each farm shall be increased in the same ratio. 
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“REPORTS AND RECORDS 


“Src. 879k. (a) The provisions of section 373(a) of this Act shall apply to 
all persons, except wheat producers, who are subject to the provisions of this 
subtitle, except that any such person failing to make any report or keep any 
record as required by this section or making any false report or record shall be 
deemed guilty of a misdemeanor and upon conviction thereof shall be subject 
toa fine of not more than $2,000 for each such violation. 

“(b) The provisions of section 373(b) of this Act shall apply to all wheat 
farmers who are subject to the provisions of this subtitle. 


“REFERENDUM 


“Src. 3791. In the first referendum, held pursuant to section 336 hereof, follow- 
ing the enactment of this subtitle for the purpose of determining whether 
farmers eligible to vote in such referendum and voting on the question favor a 
markeing quota and stabilization certificate program under this subtitle in lieu 
of marketing quotas under subtitle B hereof, the Secretary shall submit on 
separate ballots the question of whether such farmers favor a marketing quota 
and stabilization certificate program under this subtitle in lieu of marketing 
quotas under subtitle B. If the Secretary determines that a majority of eligible 
farmers voting on such question favor such marketing quota and stabilization 
certificate program under this subtitle D, the Secretary shall, prior to the 
effective date of the national marketing quota proclaimed under subtitle B, 
hereof, suspend the operation of such quota and place into effect a marketing 
quota and stabilization certificate program for the crop with respect to which 
the referendum is held and subsequent wheat crops under the provisions of this 
subtitle, in which event the provisions of subtitle B relating to marketing quotas 
and acreage allotments for wheat shall no longer be in effect. If a majority of 
such farmers do not favor such program the provisions of this subtitle shall be 
of no further foree or effect. The determinations of the Secretary pursuant 
to this section shall be final and not subject to judicial review. 


“PRICE SUPPORT 


“Sec. 379m. Notwithstanding any other provision of law- 

“(a) whenever a wheat marketing quota and stabilization certificate 
program under this subtitle is in effect, price support for wheat shall be 
determined in accordance with the provisions of subsection (b) of this 
section ; and 

“(b) the Commodity Credit Corporation is directed to make available 
through loans, purchases, or other operations, price support to producers 
of wheat at a level not less than 65 per centum of the parity price for 
wheat as determined by the Secretary of Agriculture as of May 1 prior to 
the beginning of the marketing year on the amounts of the farm marketing 
quotas of such producers for such year. 


“SECURITY RESERVE FOR WHEAT 


“Sec. 379n. (a) The Secretary is authorized and directed to estabilsh a secu- 
rity reserve for wheat, and to transfer to such reserve five hundred million 
bushels of wheat owned by the Commodity Credit Corporation. Wheat placed in 
such reserve shall remain the property of the Commodity Credit Corporation, 
and, except for rotation to prevent spoilage, shall not be removed from such 
reserve except in case of war or other national emergency proclaimed by the 
President. 

“(b) The Commodity Credit Corporation shall enter into contracts for the 
storage of wheat placed in the reserve established by this Act for such periods 
of time and on such terms as will result in the most economical cost. Such 
contracts shall be awarded on a basis which will provide adequate dispersal 
for security purposes among the producing States, having regard for the propor- 
tionate production of such State. Such contracts shall provide for the rotation 
of stocks to prevent spoilage and for such purpose shall contain a schedule of 
premiums and discounts for differences in quality. 

“Sec. 3790. The provisions of sections 361 to 368, each inclusive, shall apply to 
farm marketing quotas established under this subtitle D.” 
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[H.R. 4991, 86th Cong., 1st sess.] 
A BILL To amend the Agricultural Adjustment Act of 1938, as amended 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That this Act may be cited as the “Wheat 
Income Improvement Act of 1959”. 

Seo 2. Title III of the Agricultural Adjustment Act of 1938, as amended, is 
amended (1) by designating subtitles D and FE as subtitles E and F, respectively, 
and (2) by inserting after subtitle C a new subtitle D as follows: 


“SusrITtLeE D—MARKETING QuorA AND INCOME IMPROVEMENT PLAN FOR WHEAT 
“LEGISLATIVE FINDINGS 


“Sec. 379a. Wheat, in addition to being a basic food is one of the great ex- 
port crops of American agriculture and its production for domestic consump- 
tion and for export is essential to the maintenance of a sound national economy 
and to the general welfare. The movement of wheat from producer to con- 
sumer, in the form of the commodity or any of the produets thereof, is prepon- 
derantly in interstate and foreign commerce. That small percentage of wheat 
which is produced and consumed within the confines of any State is normally 
comingled with, and always bears a close and intimate commercial and com- 
petitive relationship to, that quantity of such commodity which moves in in- 
terstate and foreign commerce. For this reason, any regulation of intrastate 
commerce in wheat is a regulation of commerce which is in competition with, 
or which otherwise affects, obstructs, or burdens interstate commerce in that 
commodity. In order to provide an adequate and balanced flow of wheat in 
interstate and foreign commerce and thereby assist farmers in obtaining parity 
of income by marketing wheat for domestic consumption at parity prices and 
by increased exports at world prices and to assure consumers an adequate and 
steady supply of wheat at fair prices, it is necessary to regulate all commerce 
in wheat in the manner provided by this subtitle. 


“NATIONAL MARKETING QUOTA 


“Sec. 379b. Not later than May 15 of each calendar year, the Secretary shall 
proclaim a national marketing quota for each class of wheat which shall be 
in effect with respect to the marketing of each class of wheat during the market- 
ing year beginning on July 1 of the next succeeding calendar year. The na- 
tional marketing quota for any class of wheat for any marketing year shall be 
a number of bushels of that class of wheat equal to the sum of the number of 
bushels of such class of wheat he determines will be consumed as human food 
in the continental United States and outside the continental United States by 
members of the Armed Forces and diplomatic missions, during such marketing 
year and the number of bushels of each class of wheat which he determines 
will be used for feed, seed, and industrial purposes in the continental United 
States and that which will be exported during such marketing year. 


““APPORTION MENT OF NATIONAL MARKETING QUOTA 


“Sec. 379c. (a) The national marketing quota for each class of wheat, less a 
reserve of not to exceed 5 per centum thereof for apportionment as provided in 
this subsection, shall be apportioned by the Secretary among the several States 
in such manner that the quota of any State for each such class of wheat will 
hear the same ratio to the national quota for such class of wheat as a figure 
determined by multiplying the base acreage of each class of wheat of such 
State by its normal yield bears to the corresponding figure for all of the States. 
For the purpose of this subsection, the base acreage of a State of any class of 
wheat shall be the average number of acres planted to such class of wheat in 
such State for the 1952 and 1953 crops, and the normal yield of a State of any 
class of wheat shall be the highest annual average number of bushels of such 
class of wheat per acre harvested in such State during highest yielding five 
years within the ten-year period immediately preceding the year in which the 
first such apportionment is made. The reserve set aside herein for apportion- 
ment by the Secretary shall be used to make increases in quotas apportioned 
to counties under subsection (b) of this section, on the basis of the relative 
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needs of counties for additional quotas because of reclamation and other new 
areas coming into the production of wheat since 1953, to relieve hardship cases, 
to adjust county quotas in areas with less opportunity for production of alter- 
native crops, for good land use and to otherwise promote equity in allocation 
of the quotas. 

“(b) The State marketing quota for each class of wheat, less a reserve of not 
to exceed 5 per centum thereof for apportionment as provided in subsection (c) 
of this section, shall be apportioned by the Secretary among the counties in the 
State in such manner that the quota of any county will bear the same ratio to 
the State quota as a figure determined by multiplying the base acreage of such 
class of wheat of such county by its normal yield bears to the corresponding 
figure for all of the counties in such State. For the purpose of this subsection, 
the base acreage of each class of wheat of a county shall be the average num- 
ber of acres planted to such class of wheat in such county for the 1952 and 
1953 crops, and the normal yield of a county shall be the highest annual average 
number of bushels of such class of wheat per acre harvested in such county 
during highest yielding five of years within the ten-year period immediately pre- 
ceding the year for which the first such apportionment is made. 

“(e) The county quota for each class of wheat shall be apportioned by the 
Secretary, through the local committees, among the farms within the county on 
which such class of wheat has been planted during any two of the five crop years 
immediately preceding the marketing year in which the apportionment is made 
and on which such class of wheat was planted for the 1952 or 1953 crop, in such 
manner that the quota of any farm shall bear the same ratio to the county quota 
as a figure determined by multiplying the base acreage of such class of wheat of 
such farm by its normal yield bears to a corresponding figure for all of the 
farms in such county entitled to receive a farm marketing quota for wheat. 
For the purpose of this subsection the base acreage of any class of wheat of a 
farm shall be the average number of acres planted to such class of wheat on 
such farm for the 1952 and 1953 crops, with adjustments for abnormal weather 
conditions, tillable acreage, good land use and conservation, topography, and 
available productive resources during such years and for the effects of diversion 
of acreage under previous acreage allotment, acreage reserve and soil conserva- 
tion programs, and the normal yield of each class of wheat of a farm shall be 
the average annual yield of such class of wheat of such farm for the highest 
yielding five years within the ten-year period immediately preceding the year 
for which the apportionment is made, as determined by the county committee on 
the basis of actual or estimated yields for such years. Not more than 5 per 
centum of the State quota for each class of wheat adjusted for abnormal weather 
conditions, trends in yield and disease and insect pest infestation during such 
period shall be used for apportionment to farms on which such class wheat has 
been planted during any two of the five marketing years immediately preceding 
the marketing year in which the apportionment is made but on which such class 
of wheat was not planted for the 1952 or 1953 crop, or for making adjustments 
for abnormal weather conditions existing during the 1952 or 1953 crop years, for 
increasing the quota in hardship cases, in areas where no desirable alternative 
land use to wheat is available, and for making the alloction of quotas more 
nearly equitable than would be possible without use of such reserve. 


“MARKETING OF WHEAT 


“Sec. 379d. (a) For the purposes of this subtitle, wheat of any class marketed 
by the producer thereof after the beginning of the first marketing year for which 
a marketing quota and income improvement program is in effect for such class 
of wheat under this subtitle shall be considered to be marketing quota wheat 
of such class if— 

“(1) the amount of such wheat of such class, when added to any other 
wheat of such class marketed by the producer thereof is marketing quota 
wheat subsequent to the beginning of the first marketing year for which a 
marketing quota and income improvement program is in effect under this 
subtitle, does not exceed the total amount of wheat of such class allotted to 
such farm as farm marketing quota (or portion thereof distributed to such 
producer) for such year and any subsequent marketing year or years, or 

“(2) such wheat was harvested prior to the calendar year in which the 
first marketing year for which a marketing quota and stabilization certifi- 
cate program is in effect under this subtitle begins, and could have been 
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sold prior to the beginning of such marketing year without payment of a 
marketing penalty under section 335, and 

“(8) such wheat is identified by such producer and by any subsequent 
seller as marketing quota wheat in such manner as shall be prescribed by 
regulation of the Secretary, and 

“(4) such wheat was harvested on the farm in the crop year ending in 
the marketing year to which the marketing quota applies, or 

“(5) such wheat was harvested on the farm in a prior crop year and is 
the equivalent, as determined by the county farmer committee im accordance 
with regulations prescribed by the Secretary, of wheat that would have been 
produced in the crop year ending in such marketing year on the acreage 
normally required to produce the farm marketing quota except (A) for 
crop failure, or (B) because the producer placed such an acreage in a 
special soil conserving base for such crop year, in accordance with regula- 
tions established by the Secretary. 

“(b) For the purposes of this subsection, wheat: marketed prior to the begin- 
ning of a marketing year shall be considered to have been marketed subsequent 
to the beginning of such marketing year if it is harvested during the calendar 
year in which such marketing year begins. 

“(c) Except as otherwise provided by law, only marketing quota wheat of any 
class may be used or marketed or transferred for use off the farm where pro- 
duced. The Secretary s'.all confiscate all wheat other than marketing quota 
wheat he discovers in possession other than that of the farmer who produced it. 

“(d) Beginning with the first day of the first marketing year for which a mar- 
keting quota and income improvement program is in effect under this subtitle, 
no person engaged in the processing of any class of wheat into food products 
composed wholly or partly of such class of wheat shall market any such product. 
of such class of wheat for domestic food, seed or feed consumption, for domestic 
industrial use, or for export, and no person shall export unprocessed wheat of 
such class unless such person has in his possession evidence satisfactory to the 
Secretary that such wheat is either (1) marketing quota wheat, (2) imported 
wheat, (3) wheat sold by the Commodity Credit Corporation, or (4) wheat which 
was marketed by the producer thereof prior to the beginning of the first mar- 
keting year for which a marketing quota and income improvement program is 
in effect under this subtitle. 

“(e) In event a producer leaves farming operations because of death, sale of 
farm, termination of rental contract, or other similar and legitimate cause, any 
production in excess of the marketing quota shall be valued and disposed of 
under rules and regulations prescribed by the Secretary. 


“DOMESTIC QUOTA 


“Sec. 379e. Not later than May 15 of each calendar year the Secretary shall 
determine and proclaim the domestic quota for each class of wheat for the mar- 
keting year beginning in the next calendar year. Such domestic quota for each 
class of wheat shall be that number of bushels of such class of wheat which the 
Secretary determines will be consumed as human food and used for feed, seed, 
and industrial purposes in the continental United States, or by members of the 
Armed Forces and diplomatic missions outside the continental United States 
during such marketing year. 


“STABILIZATION CERTIFICATES 


“Sec. 379f. (a) The Secretary shall prepare for each class of wheat each mar- 
keting year stabilization certificates which shall be issued for each farm to which 
a farm marketing quota for such class of wheat has been assigned under section 
879ce(c) for such year. The certificates issued for any class of wheat for any 
farm shall be in an amount which bears the same ratio to such farm marketing 
quota for such class of wheat as the domestic quota proclaimed under Section 
379e for such class of wheat bears to the national marketing quota for such 
class of wheat proclaimed under section 379b for such year. The stabilization 
certificates for each class of wheat for a farm shall be issued to the farm opera- 
tor. The total volume of all stabilization certificates issued in any one year to 
any producer with respect to all of the farm or farms under his control shall 
not exceed $10,000 

“(b) When the domestic quota for any class of wheat has been proclaimed 
for any marketing year pursuant to section 379e of this Act, the Secretary shall 
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determine and proclaim the estimated parity equivalent price for such class of 
wheat as of April 15 prior to such marketing year. The value of any stabiliza- 
tion certificate for such class of wheat for such year shall be equal to the esti- 
mated parity equivalent price of such class of wheat per bushel minus the ex- 
pected market price received by farmers for such class of wheat multiplied by 
the npmber of bushels of such class of wheat with respect to which it is issued. 
The proclamation required by this subsection shall be made during the month of 
June immediately preceding the marketing year for which such domestic quota 
is proclaimed. 

“(e) The Secretary shall, through Commodity Credit Corporation, redeem 
stabilization certificates issued for any marketing year at the value proclaimed 
pursuant to subsection (b) of this section. For the purpose of facilitating the 
redemption of certificates, the Secretary may establish and operate a pool or 
pools and he may also authorize public and private agencies to act as his agents, 
either directly or through the pool or pools. There are hereby authorized to be 
appropriated such sums as may be necessary to reimburse the Commodity Credit 
Corporation for amounts expended for the purpose of redeeming certificates 
under this section. 


“ADJUSTMENTS IN NATIONAL MARKETING AND DOMESTIC QUOTAS 


“Sec. 379g. If the Secretary has reason to believe that because of a national 
emergency or because of a material increase in demand for any class of wheat, 
the national marketing quota or the domestic quota for such class of wheat 
should be increased or suspended, he shall cause an immediate investigation to be 
made to determine whether the increase or suspension is necessary in order to 
meet such emergency or increase in the demand for wheat. If, on the basis of 
such investigation, the Secretary finds that such increase or suspension is neces- 
sary, he shall immediately proclaim such finding (and if he finds an increase is 
necessary, the amount of the increase found by him to be necessary and there- 
upon such quotas shall be increased or shall be suspended, as the case may be. 
In case any national marketing quota for any class of wheat is increased under 
this section, each farm marketing quota for such class of wheat shall be in- 
creased in the same ratio. In case any domestic quota for any class of wheat is 
increased under this section, the amount of the stabilization certificates for such 
class of wheat for each farm shall be increased in the same ratio. 


“REFERENDUM 


“Sec. 379h. Prior to ninety days and not earlier than sixty days following 
the enactment of this subtitle, the Secretary sball submit, in a referendum 
of producers who were eligible to vote in the most recent referendum held 
pursuant to section 336q of this Act, the question whether farmers favor a 
marketing quota and income improvement program under this subtitle in lieu of 
marketing quotas under subtitle B. If the majority of the farmers voting in 
the referendum favor such marketing quota and income improvement program, 
the Secretary shall, prior to the date of the proclamation of the next national 
marketing quota under subtitle B, suspend the operation of such quota and 
place into effect a marketing quota and income improvement program for the 
crop with respect to which the referendum is held and subsequent wheat crops 
under the provisions of this subtitle, in which event the provisions of subtitle B 
relating to marketing quotas and acreage allotments for wheat shall no longer 
be in effect. If a majority of such farmers do not favor such program, the 
provisions of this subtitle shall be of no further force or effect. Determinations 
of the Secretary with respect to the conduct and outcome of the referendum 
shall be final. 

“PRICE SUPPORT 
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“Sec. 379i. Notwithstanding any other provision of law— 

“(a) Whenever a wheat marketing quota and income stabilization program 
under this subtitle is in effect, price support for wheat shall be determined in 
accordance with the provisions of subsection (b) of this section. 

“(b) The Secretary of Agriculture, through Commodity Credit Corporation, 
is directed to make available through loans, purchases, export equalization pay- 
ments, or other operations, price support to producers of each class of wheat 
at a level as follows: 
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“(1) The Secretary of Agriculture is directed, from funds provided by the 
Secretary of State, to make to producers of each class of wheat who have 
kept their marketing within their marketing quotas for such class of wheat, 
export equalization payments equal to the extent by which market price received 
by farmers for such class of wheat is below the parity equivalent price for such 
class of wheat multiplied by the extent to which the farm marketing quota for 
such class of wheat exceeds the domestic consumption quota. Each producer, 
with respect to all of the farm or farms under his control, shall be eligible to 
receive export equalization payments up to an amount which when added to 
the value of stabilization certificates issued to him pursuant to section 379f(a) 
shall not in total exceed $12,000. 

“(2) The Secretary of Agriculture, through Commodity Credit Corporation, 
is directed to make available to cooperating producers of each class of wheat 
through loans, purchases, and other operations, price support of such class of 
wheat at a level not less than 60 per centum of the parity equivalent price of 
such class of wheat. ° 

“(3) Appropriation of sums required by the Secretary of State to carry out 
provisions of this subsection (b)(1) of this section are hereby authorized. 


“SECURITY RESERVE FOR WHEAT 


“Sec, 379j. (a) The Secretary is authorized and directed to establish a security 
reserve for wheat, and to transfer to such reserve six hundred million bushels 
of wheat owned by the Commodity Credit Corporation. Wheat placed in such 
reserve shall remain the property of the Commodity Credit Corporation and, 
except for rotation to prevent spoilage, shall not be removed from such reserve 
except in case of war or other national emergency proclaimed by the President. 

“(b) The Secretary shall enter into contracts for the storage of wheat placed 
in the reserve established by this Act for such periods of time and on such terms 
as will result in the most economical cost. Such contracts shall be awarded 
on a basis which will provide adequate dispersal for security purposes among 
the producing States, with due regard for the proportionate production of each 
such State. Such contract shall provide for the rotation of stocks to prevent 
spoilage and for such purpose shall contain a schedule of premiums and discounts 
for differences in quality. 

“PARITY PRICE DEFINITION 


“Sec. 379k. Subparagraph 301(a)(1)(B) of the Agricultural Adjustment Act 
of 1938, as amended, is amended by striking out the period at the end thereof 
and adding the following: ‘and shall include the value of domestic consumption 
certificates and the export equalization payments made to wheat producers 
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pursuant to the Wheat Income Improvement Act of 1959’. 


[H.R. 5060, 86th Cong., 1st sess. ] 


A BILL To amend the Agricultural Act of 1949 to provide full parity for wheat by incre- 
mental price supports and reduced production and surpluses by voluntary participation 
and for other purposes 


Be it enacted by the Senate and House of Representatives of the United 


States of America in Congress assembled, That title I of the Agricultural Act 
of 1949 is amended by adding at the end thereof the following new section: 


“PRICE SUPPORT PROGRAM FOR WHEAT 


“Sec. 106. (a) The level of price support for wheat cooperators who qualify for 
incremental price support shall, notwithstanding any provision of section 101, 
be determined as provided in the following table: 


“If the percentage of his acreage allot- 
ment withdrawn from production 


is— His level of price support shall be— 
Not 1008. TnAR Din sa0duncmciesiod 70 per centum of the parity price 
Not lene TAGM. 10 ccciircdmeockes 80 per centum of the parity price 
TOt, TOME DIRD Bibn «Uncle <nencinnaite 90 per centum of the parity price 


DOU lees THAR QO eccmanesmel “> 100 per centum of the parity price 











54 WHEAT 


“(b) A wheat producer shall qualify for incremental price support if he 
(1) has reduced the acreage planted to wheat on his farm by not less than 5 
per centum of the acreage allotment for wheat for the farm which is in effect, 
(2) specifically designates the acreage so withdrawn from production, (3) does 
not harvest any crop from, or graze, the acreage so designated, and (4) comé 
plies with such regulations, including those relating to the control of noxious 
weeds, on the acreage withdrawn from production, as the Secretary determines 
are desirable to effectuate the purposes of this section. 

““(e) (1) Wheat producers who qualify for incremental price support shall 
be compensated for withdrawing acreage from production in amounts deter- 
mined under regulations prescribed by the Secretary, but no such compensation 
shall exceed $10 per acre per year for acreage of the highest assessed value with 
the maximum payment for acreage of lower assessed value reduced propor- 
tionately. 

“(2) In case any producer who is entitled to compensation under this sub- 
section dies, becomes incompetent, or disappears before receiving such com- 
pensation, or is succeeded by another who renders or completes the required 
performance, the compensation shall, without regard to any other provisions of 
law, be made as the Secretary may determine to be fair and reasonable in all 
the circumstances and so provide by regulations. In the administration of this 
subsection, the Secretary shall provide adequate safeguards to protect the 
interests of tenants and sharecroppers. 

“(d) In the future establishment of State, county, and farm acreage allot- 
ments under part III of subtitle B of title III of the Agricultural Adjustment 
Act of 1938, acreage withdrawn from production under this section shall be 
credited to the State, county, and farm as though such acreage had actually 
been devoted to the production of wheat. In applying the provisions of para- 
graph (6) of Public Law 74, Seventh-seventh Congress (7 U.S.C. 1340(6)) and 
section 326(b) of the Agricultural Adjustment Act of 1938 (7 U.S.C. 1326(b)), 
relating to reduction of the storage amounts of wheat, the acreage withdrawn 
from production on a farm under this section shall be regarded as wheat acreage 
on the farm. 

“(e) In administering this section in the continental United States, the Seec- 
retary shall utilize the services of local, county, and State committees established 
under section 8 of the Soil Conservation and Domestic Allotment Act. 

“(f) The Secretary shall prescribe such regulations as he determines neces- 
sary to carry out the provisions of this section. Such regulations shall provide 
for the measurement, through county and local committees, of farms on 
which wheat is produced and for ascertaining the acreage planted to wheat on 
the farm for purposes of determining whether the producer is qualified for 
incremental -price support.” 

Sec. 2. (a) Section 101 of such Act is amended by striking out “subsections 
(a), (b), and (c)” and inserting in lieu thereof “subsections (a), (b), (c), and 
(a). 

(b) Subsection (a) of section 101 of such Act is amended by striking out 
“eorn, and wheat” and inserting in lieu thereof “and corn”. 

(c) Section 101 of such Act is amended by redesignating subsections (qd), 
(e), and (f) as “(e)”, “(f)”, and “(g)”, respectively, and by inserting after 
subsection (c) the following new subsection: 

“(d) For wheat, if marketing quotas are in effect, the level of price support 
shall be 60 per centum of the parity price in the case of producers who do not 
qualify for incremental price support.” 

Sec. 3. The third sentence of section 407 of the Agricultural Act of 1949 is 
amended by inserting after “agricultural commodity” the following: “(other 
than wheat)”, and by inserting immediately after such sentence the following 
new sentence: “So long as it can do so without impairing the wheat reserve 
created by section 417, the Corporation may sell wheat at the price support level 
provided for in section 101(d).” 

Sec. 4. Title IV of such Act is amended by adding at the end thereof the fol- 
lowing new section: 

“WHEAT RESERVE 


“Sec. 417. (a) The Secretary shall establish a wheat reserve, and shall trans- 
fer to such reserve five hundred million bushels of wheat owned or controlled by 
the Corporation. Wheat placed in such reserve shall remain the property of 
the Corporation and, except for rotation to prevent spoilage, shall not be re- 








WHEAT 55 


moved from such reserve except in accordance with subsection (b). The wheat 
reserve shall be replenished as soon as possible after any wheat 'is removed from 
the wheat reserve, to the extent the stocks of the Corporation are sufficient for 
such purpose. 

“(b) Wheat in the wheat reserve may be disposed of in case of war or other 
national emergency proclaimed by the President in accordance with directions 
of the President, or such wheat may be sold for unrestricted use to meet a need 
for increased supplies at not less than 105 per centum of the parity price.” 

Sec. 5. The amendments made by this Act shall be effective with respect to the 
1960 and succeeding crops of wheat. 


{ H.R. 5314, 86th Cong., Ist sess.] 
A BILL To amend the Agricultural Adjustment Act of 1938, as amended 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That this Act may be cited as the “Wheat 
Stabilization Act of 1959”. 

Sec. 2. Title III of the Agricultural Adjustment Act of 1938, as amended, 
is amended (1) by designating subtitles D and E as subtitles BD and F, re 
spectively, and (2) by inserting after subtitle C a new subtitle D as follows: 


“SUBTITLE D—MARKETING QUOTA AND INCOME STABILIZATION PLAN FOR WHEAT 
“LEGISLATIVE FINDINGS 


“Sec. 379a. Wheat, in addition to being a basic food, is one of the great export 
crops of American agriculture and its production for domestic consumption and 
for export is essential to the maintenance of a sound national economy and to 
the general welfare. The movement of wheat from producer to consumer, in 
the form of the commodity or any of the products thereof, is preponderantly 
in interstate and foreign commerce. That small percentage of wheat which 
is produced and consumed within the confines of any State is normally com- 
mingled with, and always bears a close and intimate commercial and com- 
petitive relationship to, that quantity of such commodity which moves in 
interstate and foreign commerce. For this reason, any regulation of intra- 
state commerce in wheat is a regulation of commerce which is in competition 
with, or which otherwise affects, obstructs, or burdens interstate commerce in 
that commodity. In order to provide an adequate and balanced flow of wheat 
in interstate and foreign commerce, and thereby assist farmers in obtaining 
parity of income by marketing wheat for domestic consumption at parity prices 
and by increased exports at world prices, and to assure consumers an adequate 
and steady supply of wheat at fair prices, it is necessary to regulate all com- 
merce in wheat in the manner provided by this subtitle. 


“NATIONAL MARKETING QUOTA 


“Sec. 379b. Not later than May 15 of each calendar year, the Secretary shall 
proclaim a national marketing quota which shall be in effect with respect to 
the marketing of wheat during the marketing year beginning on July 1 of the 
next succeeding calendar year. The national-marketing quota for any market- 
ing year shall be a number of bushels equal to the sum of the number of bushels 
which he determines will be consumed as human food in the continental United 
States, or outside the continental United States by members of the Armed Forces, 
during such marketing year and the number of bushels which he determines 
will be exported during such marketing year, less seventy-five million bushels. 


“APPORTIONMENT OF NATIONAL MARKETING QUOTA 


“Src. 379¢. (a) The national marketing quota for wheat, less a reserve of 
not to exceed 1 per centum thereof for apportionment as provided in this sub- 
section, shall be apportioned by the Secretary among the several States in such 
manner that the quota of any State will bear the same ratio to the national 
quota as a figure determined by multiplying the base acreage of such State 
by its average yield bears to the corresponding figure for all of the States. 
For the purpose of this subsection, the base acreage of a State shall be the 
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average number of acres planted to wheat in such State for the 1952 and 
1953 crops, and the average yield of a State shall be the average, weighted by 
the county base acres, of the average yields of the counties in the State as 
determined in accordance with subsection (b) of this section. The reserve set 
aside herein for apportionment by the Secretary shall be used to make in- 
creases in quotas apportioned to counties under subsection (b) of this section, 
on the basis of the relative needs of counties for additional quota because of 
reclamation and other new areas coming into the production of wheat after 1953. 

“(b) The State marketing quota for wheat, less a reserve of not to exceed 
2 per centum thereo? for apportionment as provided in subsection (c) of this 
section, shall be apportioned by the Secretary among the counties in the State 
in such manner that the quota of any county will bear the same ratio to the 
State quota as a ficure determined by multiplying the base acreage of such 
county by its average yield bears to the corresponding figure for ali of the 
counties in such State. For the purpose of this subsection, the base acreage 
of a county shall be the average number of acres planted to wheat in such 
county for the 1952 and 1953 crops, and the average yield of a county shall be 
the highest annual average number of bushels of wheat per acre harvested in 
such county during five consecutive years within the twenty-five year period 
immediately preceding the year in which the first such apportionment is made. 

“(¢c) The county quota shall be apportioned by the Secretary, through the 
county committees, among the farms within the county on which wheat has 
been planted during any one of the three marketing years immediately preceding 
the marketing year in which the apportionment is made and on which wheat 
was planted for the 1952 or 1953 crop, in such manner that the quota of any 
farm shall bear the same ratio to the county quota as a figure determined by 
multiplying the base acreage of such farm by its average yield bears to a Cor- 
responding figure for all of the farms in such county entitled to receive a farm 
marketing quota for wheat. For the purpose of this subsection the base acreage 
of a farm shall be the average number of acres planted to wheat on such farm 
for the 1952 and 1953 crops, with adjustments for abnormal weather conditions 
during such years, tillable acres, crop-rotation practices, type of soil and 
topography. The average yield of a farm shall be the average annual yicld in 
bushels per harvested acre of such farm for the five years immediately preceding 
the year in which such apportionment is made on the basis of actual or estimated 
yields for such years with appropriate adjustments as prescribed by regulations 
issued by the Secretary, for abnormal weather or other conditions affecting 
yields in any of the years. Not more than 2 per centum of the State quota 
shall be used for apportionment to farms on which wheat has been planted 
during any of the three marketing years immediately preceding the marketing 
year in which the apportionment is made but upon which wheat was not planted 
for the 1952 or 1953 crops. The Secretary may by regulations provide for the 
distribution of the farm marketing quota among individual producers on the 
farm on the basis of their respective shares in the wheat crop, or the proceeds 
thereof. 


WHEAT 





“MARKETING OF WHEAT 


“Sec. 379d. (a) For the purposes of this subtitle, wheat marketed by a pro- 
ducer with respect to a farm after the beginning of the first marketing year 
for which a marketing quota and stabilization program is in effect under this 
subtitle shall be considered to be marketing quota wheat if— 

“(1) the amount of such wheat when added to any other wheat marketed 
by the producer with respect to such farm as marketing quota wheat sub- 
sequent to the beginning of the first marketing year for which a marketing 
quota and stabilization certificate program is in effect under this subtitle, 
does not exceed the total amount of wheat allotted to such farm as farm 
marketing quota (or portion thereof distributed to such producer) under 
this subtitle for such year and any subsequent marketing year or years up 
to and including the marketing year which begins in the calendar year in 
which the wheat is marketed: Provided, That such quota or quotas have 
been determined as herein provided, and a marketing card or cards or 
similar instruments for such quota or quotas have been issued to the pro- 
ducer, or 

““(2) such wheat was harvested prior to the calendar year in which the 
first marketing year for which a marketing quota and stabilization certificate 
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program is in effect under this subtitle begins, and could have been sold 
prior to the beginning of such marketing year without payment of a market- 
ing penalty under Act of May 26, 1941 (7 U.S.C. 1340), and 

“(3) such wheat is identified by such producer and by any subsequent 
seller or other transferor as marketing quota wheat in such manner as 
shall be prescribed by regulations of the Secretary. 

“(b) For the purposes of this subsection, wheat marketed prior to the begin- 
ning of a marketing year shall be considered to have been marketed subsequent 
to the beginning of such marketing year if it is harvested during the calendar 
year in which such marketing year begins. 

“(e) (1) Except as provided in this subsection and in section 379g, nothing 
contained in this subtitle shall be construed to prohibit or restrict the transfer 
or use of wheat other than marketing quota wheat. 

“(2) Any person who, in connection with the sale or other transfer of wheat, 
represents such wheat to be marketing quota wheat and such wheat does not 
meet all the applicable requirements of subsection 379d(a) hereof, shall forfeit 
to the United States a sum equal to three times the number of bushels of wheat 
involved in such misrepresentation, multiplied by the price support per bushel 
in effect under section 379m hereof for the marketing year in which the mis- 
representation occurs. Such forfeiture shall be recoverable in a civil suit brought 
in the name of the United States. 

“(d) Beginning with the first day of the first marketing year for which a 
marketing quota and stabilization certificate program is in effect under this 
subtitle, no person who first processes wheat into food products composed wholly 
or partly of wheat for domestic food consumption or export shall process any 
such wheat, and no person shall export unprocessed wheat unless such person 
has in his possession evidence satisfactory to the Secretary that such wheat is 
either (1) marketing quota wheat, (2) imported wheat, (8) wheat sold by the 
Commodity Credit Corporation, or (4) wheat which was marketed by the pro- 
ducer thereof prior to the beginning of the first marketing year for which a 
marketing quota and stabilization certificate program is in effect under this 
subtitle, and is not considered to have been marketed in such marketing year 
under the provisions of subsection (b) hereof. 


“DOMESTIC FOOD QUOTA 


“Sec. 379e. Not later than May 15 of each calendar year the Secretary shall 
determine and proclaim the domestic food quota for wheat for the marketing 
year beginning in the next calendar year. Such domestic food quota shall be that 
number of bushels of wheat which the Secretary determines will be consumed as 
human food in the continental United States, and outside the continental United 
States by members of the Armed Forces, during such marketing year. 


“STABILIZATION CERTIFICATES 


“Seo. 379f.(a) The Secretary shall prepare for each marketing year stabiliza- 
tion certificates which shall be issued for each farm to which a farm marketing 
quota has been assigned under section 379¢e(c) for such year, and on which an 
amount of acreage equal to not less than 20 per centum or more than 50 per centum 
of the wheat base acreage of the farm under section 379c(c) has been placed in the 
conservation reserve under the Soil Bank Act for such year: Provided, That no 
farm shall be ineligible for receipt of stabilization certificates by reason of the 
placing of more than 50 per centum of the wheat base of such farm in the con- 
servation reserve if the placing of such acreage was provided for under a contract 
entered into prior to the beginning of the first marketing year for which a mar- 
keting quota and stabilization certificate program is in effect under this subtitle. 
The certificates issued for any farm shall be in an amount which bears the same 
ratio to such farm marketing quota as the domestic food quota proclaimed under 
section 379e bears to the national marketing quota proclaimed under section 
3879b for such year. Stabilization certificates shall not be issued with respect 
to any farm in an amount in excess of the number obtained by multiplying the 
acreage planted to wheat by the average yield of such farm determined in ac- 
cordance with section 879¢c(¢c). The stabilization certificates for a farm shall be 
issued to the farm operator, but the Secretary may authorize the issuance of 
Stabilization certificates to individual producers on any farm on the basis of their 
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respective shares in the wheat crop, or the proceeds thereof, produced on the farm. 
The Secretary shall also issue and sell stabilization certificates to processors and 
importers in such quantities as are required by them in order to meet the require- 
ments of subsections (a) and (b) of section 379g. Stabilization certificates shall 
be transferable only in accordance with regulations issued by the Secretary. 

“(b) When the domestic food quota is proclaimed for any marketing year 
pursuant to section 379e hereof, the Secretary shall determine and proclaim the 
estimated parity price for wheat as of the beginning of the marketing year for 
which the domestic food quota is proclaimed. The value of any stabilization 
certificate issued for such marketing year shall be equal to 35 per centum of such 
estimated parity price of wheat per bushel, multiplied by the number of bushels of 
wheat with respect to which it is issued. The value of any stabilization certificate 
so determined shall remain constant and shall remain in effect until redeemed. 

“(e) The Secretary is authorized and directed through the Commodity Credit 
Corporation to buy and sell stabilization certificates issued for any marketing year 
at the value proclaimed pursuant to subsection (b) of this section. For the 
purpose of facilitating the purchase and sale of certificates, the Secretary may 
establish and operate a pool or pools and he may also authorize public and private 
agencies to act as his agents, either directly or through the pool or pools. Cer- 
tificates shall be valid to cover sales and importations of products made during the 
marketing year with respect to which they are issued and after being once used 
to cover such sales and importations shall be canceled by the Secretary. Any 
unused certificates shall be redeemed by the Secretary at the price established for 
such certificates. 


“ACQUISITION OF STABILIZATION CERTIFICATES BY PROCESSORS 


“Sec. 379g. (a) Beginning with the first day of the first marketing year for 
which a marketing quota and stabilization certificate program is in effect under 
this subtitle and except as provided in subsection (d) hereof, no person shall 
process wheat into food products composed wholly or partly of wheat for domestic 
food consumption or export in excess of the quantity for which stabilization certifi- 
cates issued pursuant to section 379f hereof have been acquired by such person, 

“(b) Beginning with the first day of the first marketing year for which a 
marketing quota and stabiliaztion certificate program is in effect under this sub- 
title, and except as provided in subsection (d) hereof, no person shall import or 
bring into the continental United States any food products containing wheat in 
excess of the quantity for which stabilization certificates issued pursuant to 
secton 379f of this Act have been acquired by such person. 

“(c) Upon the exportation from the continental United States of any food prod- 
uct containing wheat, with respect to which stabilization certificates as required 
herein have been acquired, the Secretary shall pay to the exporter an amount 
equal to the value of the certificates for the quantity of wheat so exported in the 
food product. For the purposes of this subsection, the consignor named in the 
bill of lading, under which the article is exported, shall be considered the ex- 
porter: Provided, however, That any other person may be considered to be the 
exporter if the consignor named in the bill of lading waives claim in favor of such 
other person. 

“(d) Upon the giving of a bond satisfactory to the Secretary under such rules 
and regulations as he shall prescribe to secure the purchase of and payment for 
such stabilization certificates as may be required, any person required to have 
a stabilization certificate in order to process wheat or import a food product 
composed wholly or partly of wheat may process or import any such commodity 
without having first acquired a stabilization certificate. 

““(e) As used in this section and section 379d(d), (1) the term ‘food’ means 
human food, but shall not be deemed to include liquor or beverages, and (2) the 
term ‘export’ shall not be deemed to include the shipment of food products 
for consumption by the Armed Forces of the United States outside the con- 
tinental United States. 


“CONVERSION FACTORS 


“Sec. 379h. The Secretary shall ascertain and establish conversion. factors 
showing the amount of wheat contained in food products processed wholly or 
partly from wheat. The conversion factor for any such product shall be de- 
termined upon the basis of the weight of wheat used in the processing of such 
product. 
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“CIVIL PENALTIES 


“Seo. 379i. Any person who violates or attempts to violate, or participates or 
aids in the violation of any of the provisions of subsections (a) or (b) of section 
379g, or of subsection (d) of subsection 379d hereof, shall forfeit to the United 
States a sum equal to three times the number of bushels of wheat involved in 
such violation, including the wheat in any product composed wholly or partly 
of wheat, multiplied by the price support per bushel in effect under section 379m 
hereof, for the marketing year in which such violation occurs. Such forfeiture 
shall be recoverable in a civil suit brought in the name of the United States. 


“aADJUSTMENTS IN NATIONAL MARKETING AND DOMESTIC FOOD QUOTAS 


“Sec. 379j. If the Secretary has reason to believe that because of a national 
emergency or because of a material increase in demand for wheat, the national 
marketing quota or the domestic food quota for wheat should be increased or 
suspended, he shall cause an immediate investigation to be made to determine 
whether the increase or suspension is necessary in order to meet such emergency 
or increase in the demand for wheat. If, on the basis of such investigation, the 
Secretary finds that such increase or suspension is necessary, he shall imme- 
diately proclaim such finding (and if he finds an increase is necessary, the amount 
of the increase found by him to be necessary) and thereupon such quotas shall 
be increased or shall be suspended, as the case may be. In case any national 
marketing quota is increased under this section, each farm marketing quota for 
wheat shall be increased in the same ratio. In case any domestic food: quota for 
wheat is increased under this section, the amount of the stabilization certificate 
for each farm shall be increased in the same ratio. 


“REPORTS AND RECORDS 


“Sec. 379k. (a) The provisions of section 373(a) of this Act shall apply to 
all persons, except wheat producers, who are subject to the provisions of this 
subtitle, except that any such person failing to make any report or keep any 
record as required by this section or making any false report or record shall 
be deemed guilty of a misdemeanor and upon conviction thereof shall be subject 
to a fine of not more than $2,000 for each such violation. 

“(b) The provisions of section 373(b) of this Act shall apply to all wheat 
farmers who are subject to the provisions of this subtitle. 


“REFERENDUM 


“Sec. 3791. In the first referendum, held pursuant to section 336 hereof, follow- 
ing th eenactment of this subtitle for the purpose of determining whether farmers 
eligible to vote in such referendum and voting on the question favor a marketing 
quota and stabilization certificate progam under this subtitle in lieu of marketing 
quotas under subtitle B hereof, the Secretary shall submit on separate ballots 
the question of whether such farmers favor a marketing quota and stabilization 
certificate program under this subtitle in lieu of marketing quotas under sub- 
title B. If the Secretary determines that a majority of eligible farmers voting 
on such question favor such marketing quota and stabilization certificate pro- 
gram under this subtitle D, the Secretary shall, prior to the effective date of 
the national marketing quota proclaimed under subtitle B, hereof, suspend the 
operation of such quota and place into effect a marketing quota and stabilization 
certificate program for the crop with respect to which the referendum is held 
and subsequent wheat crops under the provisions of this subtitle, in which event 
the provisions of subtitle B relating to marketing quotas and acreage allotments 
for wheat shall no longer be in effect. If a majority of such farmers do not 
favor such program the provisions of this subtitle shall be of no further force 
or effect. The determinations of the Secretary pursuant to this section shall be 
final and not subject to judicial review. 


“PRICE SUPPORT 


“Sec. 379m. Notwithstanding any other provision of law— 
“(a) whenever a wheat marketing quota and stabilization certificate pro- 
gram under this subtitle is in effect, price support for wheat shall be deter- 
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mined in accordance with the provisions of subsection (b) of this section; 
and 

“(b) the Commodity Credit Corporation is directed ot make available 
through loans, purchases, or other operations, price support to producers 
of wheat at a level not less than 65 per centum of the parity price for wheat 
as determined by the Secretary of Agriculture as of May 1 prior to the 
beginning of the marketing year on the amounts of the farm marketing 
quotas of such producers for such year. 


“SECURITY RESERVE FOR WHEAT 


“Sec. 379n. (a) The Secretary is authorized and directed to establish a security 
reserve for wheat, and to transfer to such reserve five hundred million bushels 
of wheat owned by the Commodity Credit Corporation. Wheat placed in such 
reserve shall remain the property of the Commodity Credit Corporation, and, 
except for rotation to prevent spoilage, shall not be removed from such reserve 
except in case of war or other national emergency proclaimed by the President. 

“(b) The Commodity Credit Corporation shall enter into contracts for the 
storage of wheat placed in the reserve established by this Act for such periods 
of time and on such terms as will result in the most economical cost. Such con- 
tracts shall be awarded on a basis which will provide adequate dispersal for 
security purposes among the producing States, having regard for the propor- 
tionate production of such State. Such contracts shall provide for the rotation 
of stocks to prevent spoilage and for such purpose shall contain a schedule of 
premiums and discounts for differences in quality. 

“Sec. 3790. The provisions of sections 361 to 368, each inclusive, shall apply 
to farm marketing quotas established under this subtitle D.” 

Mr. Apert. This day has been set aside to hear representatives of 
the National Association of Wheat Growers. 

Will you come forward. 

Mr. Hugues. I would like to have our president, Mr. Root, who was 
at the International Wheat Conference recently in Geneva, sit with me. 

Mr. Avzsert. Will you come forward. We are delighted to have 
you here, gentlemen. 

Do you have any others from your organization that you want to 
call forward ? 

Mr. Hvueues. I would like to have Mr. Reid, our Washington 
consultant. 

Mr. Avsert. Mr. Reid, come forward. 

You may proceed, Mr. Hughes. 


STATEMENT OF HERBERT HUGHES, FARM PROGRAM CHAIRMAN, 
NATIONAL ASSOCIATION OF WHEAT GROWERS; ACCOMPANIED 
BY FLOYD ROOT, PRESIDENT, NATIONAL ASSOCIATION OF WHEAT 
GROWERS; AND GEORGE L. REID, JR., CONSULTANT 


Mr. Hugues. Mr. Chairman, I would like to begin my testimony 
by thanking your committee for the sincere and honest effort you made 
in 1958 to analyze the wheat problem and to recommend corrective 
legislation. 

‘It is indeed discouraging to begin the task again in view of the 
reluctance of the full House to discuss the c ommittee recommendations 
last year. A great deal of research and discussion has taken place in 
the development of the program for wheat which our organization is 
recommending to Congress and to the administration. It has not 
been easy to get agreement among wheatgrowers on a solution to our 
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current problems, primarily because the general farm organizations 
are not in agreement and most wheatgrowers are members of these 
organizations, ! 

I would like to discuss briefly the basis of much of the thinking 
among administration officials and many economists throughout the 
country, that price adjustment is the answer to our surplus problem. 
Among these folks it is the general belief that because of our techno- 
logical progress it is necessary to adjust our capital and manpower 
resources. In my opinion this is the most ruthless, callous, and self- 
defeating philosophy that one could propose for the agricultural 
industry at this time. It is self-defeating because as we reduce capital 
available to smaller operators and force them from the land, the 
larger and more efficient operators who take over actually increase 
the production. I would like to point out that industry and labor 
have faced the same problem brought on by technological develop- 
ments and they have not adjusted their capital resources, rather have 
increased it, and labor has adjusted working hours rather than re- 
ducing manpower. Neither have reduced prices to the consumer nor 
resorted to the ruthless method of elimination suggested to agriculture. 

As an example, we should recall what occurred in the steel industry 
last summer when steel production was reduced to about 47 percent 
of capacity to adjust to reduced demand. The price was not reduced 
to enlarge markets, but rather the reverse occurred and shortly after- 
ward both the hourly wage rate and the price of steel was increased. 
I do not see how agriculture is to share in the prosperity of the country 
unless we make adjustments in cropland resources, rather than in man- 
power and capital. It is quite possible that outside capital would 
move into agriculture and encourage integration development under 
continued price adjustments. This would be detrimental to agri- 
culture. 

I would like to point out that our organization has for the past 5 
ears clearly stated our conviction that price adjustment through 
Cees price support would increase production of wheat rather 
than reduce it, and recommending a change in farm program policy 
for wheat. This has occurred and should lend some support to our 
current recommendations. It is rather discouraging at this point to 
find that administration recommendations to Congress continue to 
support the philosophy of further price adjustment. 

It is somewhat like the family doctor prescribing heavier doses of 
the same medicine that has made the patient sicker, and saying he 
has no faith in new drugs or treatments. Wheatgrowers have by far 
the biggest stake in developing a workable program for wheat to 
correct the imbalance between production and demand and their 
recommendations should receive fitisat and sincere consideration by 
the administration and Congress. With this in mind the president of 
our national association, Mr. Floyd Root, of Oregon, and myself, at the 
conclusion of our annual convention in December, came to Wash- 
ington and presented our program to the Secretary of Agriculture and 
others at the policy level, and other interested agencies of the Govern- 
ment. 

Before drafting our legislation, we also contacted all of the general 
farm organizations and representatives of the grain trade. Our 
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recommendations are based upon an analysis of the weaknesses in our 
control program, and the effect of price upon our markets. In recom- 
mending changes we had in mind the following four principles: 
1. Wheatgrowers’ net income must be maintained if they are to 
reduce production below the current level. 
2. The buildup of Commodity Credit Corporation wheat stocks 
must be stopped and gradually reduced to a normal level. 
3. Further reduction in acreage of wheat must not be shifted to 
other crops. 
4, Increased yields per acre must not be reflected in increased 
Government holdings of wheat. 

H.R. 4679 and several other bills introduced embody our recom- 
mendations. It is asound program for wheat. It will reduce Govern- 
ment expenditures, and stabilize wheat-producer income. 

I would like to point out that most wheatgrowers are either feed 
grain or livestock producers also, and we have no desire to aggravate 
the problem of surplus production for these commodities in solving 
the wheat problem. In this regard, we feel that both of the alternatives 
suggested in the President’s message to Congress would definitely ag- 
gravate the feed grain-livestock situation and there is no assurance 
that it would not result in expanded inventories of commodity credit 
stocks of feed grain and greatly reduced income to producers. 

You will find attached to this statement a seven-page explanation 
of our wheat program which I think will provide the basis for further 
discussion and will give me the opportunity, as we go along, to answer 
any questions you may have. 

As I pointed out, this program was developed by the National 
Association of Wheat Growers, to stabilize wheat marketing and 
thereby stabilize the income produced therefrom. 

What it will do for the wheat producer : Stabilize producers’ income 
at reasonable levels; allow freedom to plant and harvest crops best 
adapted without Government interference; will permit producers to 
carry reserves for short crop years; will prevent wheat prices from 
reaching disastrously low levels; will enable wheat producers to 
market the best quality wheat in the domestic food and export mar- 
kets, and lower grades in feed or industrial markets—industrial-use 
markets. 

What it will do for the feed-grain producers: Will prevent shifting 
of diverted wheat acreage to feed grains; will materially reduce feed 
grain production on wheat farms; will make a substantial contribu- 
tion to the balancing of feed-grain supplies with demand; will aid 
in an orderly reduction of present surplus feed-grain stocks. 

It will materially reduce the cost of the wheat program to the tax- 
payer. 

It will stop buildup of Government holdings of inventory of 
wheat and start orderly reduction. 

It will insure adequate supply of high-quality wheat for domestic 
food and export markets at reasonable prices. 

It will contribute to orderly marketing of the highest quality wheat 
through regular commercial channels. 
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It will insure continued ability of wheat producers to buy the 
products of industry and labor. ; a 

It will stabilize incomes of small businesses in rural communities. 

Now the program will work in this manner. ; 

This is a marketing control program rather than production control 
or acreage control, and it will eliminate acreage allotments entirely... 

It will limit wheat marketed in commercial channels for domestic 
food and export by establishing a national marketing quota; and the 
amount of this national meng quota will be 75 million bushels 
less than the prospective markets for domestic food and export; and 
this 75 million bushels would move out of the commodity credit stocks 
each year. ; 

It will provide support price to producers at 65 percent of parity, 
but only on the amount of the marketing quota. ; ; 

It will provide for the use of income-stabilization certificates 
valued at 35 percent of parity, for the domestic food portion of the 
crop to be issued to cooperating producers, 

It will require placing at least 20 percent of the wheat-base acreage 
in the conservation reserve of the soil bank in order to be eligible for 
the income-stabilization certificates. 

It will allow producers freedom of choice to plant and harvest 
adapted crops without Government restrictions. 

This is on the remaining acres in the farm. 

The next page shows a graph to compare our current program with 
the one we are recommending. It will show about how the income and 
the supplies, and so forth, would move. 

On page 4, we have an estimate of the savings and costs under this 
type of program. 

It is estimated that under the present program 200 million bushels 
will be added to the CCC stocks annually. I am sure that you men 
all realize that it will be substantially more out of the 1959 crop, but 
we do not expect that would be quite normal. 

The wheat stabilization program will stop the buildup of CCC 
stocks and provides for the reduction of CCC stocks by Ts million 
bushels annually. 

It will mean a reduction in the export subsidy an estimated 20 
percent per bushel. By reducing the support price and the market 
price it would reduce the subsidy. 

And the savings in storage costs on the defense stockpile of ap- 
proximately 6 cents per bushel. This is an estimate. These features 
would result in a reduction in Government costs of $178 million and 
a net decrease in CCC stocks of $601 million annually. 

Now, it is broken down further in the balance of this on pages 4 
and 5, as to exactly how this figures out which I presume you will 
want to explore when you have questions. 

It will reduce feed grain supplies in this manner : 

Under normal conditions this program will reduce feed grain pro- 
duction an estimated 12.7 million tons annually. Such a reduction 
would not only prevent the continued buildup of feed grain surpluses, 
but would start an orderly substantial reduction in the annual carry- 
over of feed grain stocks. 
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The reduction in feed grain production would result in two ways: 

First, by increased participation in the conservation reserve of 
the soil bank wheatgrowers, through this 20 percent of the wheat base 
requirement for the stabilization certificate. 

And, two, it would lower feed grain production per acre by shift- 
ing acreage of feed grains produced for feed. 

In any case, in most of the areas of the United States the yield 
per acre of feed grains exceeds that of wheat. And any shifting of 
wheat into wheat from acreage now planted to feed grains would 
result in a reduction in tonnage. 

Now, corn and feed grain producers have expressed the fear that 
under the wheat stabilization program substantial increases would 
occur in wheat produced for feed. This example is based on the as- 
sumption that wheat producers would take full advantage of the pro- 
visions of the program to increase wheat production for feed pur- 
poses. 

Probably it would not go as far as we have used in this example. 
We estimate that the increased participation in the conservation re- 
serve under this program in order to qualify for the stabilization cer- 
tificate would increase about 12.4 million acres. And the reduction 
in feed grains on this, at the average yield of 0.8 of a ton per acre, 
would result in reduced feed grain production of 9.9 million tons. 

Now, in shifting from feed grains to wheat, and estimating that 
we might plant as much as 70.5 million acres of wheat in place of 
the 56.4 million which was planted in 1958, we get a shift of 14.1 
million acres and a reduction in yield per acre, the national average, 
between feed grains and wheat is about 2.8 million tons per acre. This 
would give a saving of 2.8 million tons. 

So it makes a total reduction in feed supplies of 12.7 million tons. 
Normal increase per year in feed grain stocks under these recent 
years under current programs has been about 6.8 million tons. It has 
been higher than that the past 2 years. This would leave a margin 
there of the reduction in the normal buildup of 5.9 million tons, pro- 
viding this figure of 6.8 million tons is the normal in the buildup of 
feed grain supplies. 

It should be pointed out that if wheat producers now producing 
feed grain on excess acres did not shift to the production of wheat for 
feed, there would be no change in feed grain production from the 
present program on the acreage planted to crops. A substantial re- 
duction in feed grain production would occur from the required com- 
pliance with the soil bank program. 

That completes my statement, Mr. Chairman, and I am sure there 
will be some questions which I would like to answer. 

(The paper is as follows :) 


WHEAT STABILIZATION PROGRAM 


WHAT IT IS? 


A program developed to stabilize wheat marketing, thereby stabilizing the in- 
come of wheat producers and reducing Government stocks of wheat. 
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WHO DEVELOPED IT? 


The National Association of Wheat Growers, recognizing the precarious posi- 
tion of the wheat industry, the drain on the Federal Treasury, and the con- 
tinuing accumulation of wheat and feed grains in Government stocks under the 
present program is presenting this plan for consideration of Congress. 


WHAT IT WILL DO FOR THE WHEAT PRODUCER 


1. Stabilize producers’ income at reasonable levels. 

2. Allow freedom to plant and harvest crops best adapted without Government 
interference. 

3. Permit producers to carry reserve for short-crop years. 

4. Prevent wheat prices from reaching disastrously low levels. 

5. Enable wheat producers to market best quality wheat in domestic food 
and export market, and lower grades in feed market. 


WHAT IT WILL DO FOR THE FEED GRAIN PRODUCER 


1. Prevent shifting of diverted wheat acreage to feed grains. 

2. Materially reduce feed grain production on wheat farms. 

3. Make a substantial contribution to the balancing of feed grain supplies with 
demand. 

4, Aid in an orderly reduction of present surplus feed grain stocks. 


WHAT IT WILL DO FOR THE AMERICAN PUBLIC 


1. Materially reduce cost of wheat program to the taxpayer. 
2. Stop buildup of Government holdings and start orderly reduction. 

3. Insure adequate supply of high quality wheat for domestic food and export 
at reasonable prices. 

4. Contribute to orderly marketing of highest quality wheat through regular 
commercial channels. 

5. Insure continued ability of wheat producers to buy the products of industry 
and labor. 


6. Stabilize incomes of small businesses in rural communities. 


HOW THE PROGRAM WORKS 


This is a marketing control, rather than production control program, which: 

1. Eliminates acreage controls. 

2. Limits wheat marketed in commercial channels for domestic food and ex- 
port by establishing a national marketing quota. 

3. Establishes the national marketing quota at less than the domestic food 
and export requirements by 75 million bushels, which would be removed an- 
nually from CCC stocks. 

4. Provides a support price to all producers at 65 percent of parity, only on 
the amount of the marketing quota. 

5. Provides for the use of income stabilization certificates valued at 35 percent 
of parity, for the domestic food portion of the crop to be issued to cooperating 
producers. 

6. Requires placing at least 20 percent of wheat base acreage in the conserva- 
tion reserve of the soil bank to be eligible for income stabilization certificates. 

7. Allows producers freedom of choice to plant and harvest best adapted 
crops without Government restrictions. 


SAVINGS IN COST 


It is estimated that under the present program 200 million bushels will be 
added to CCO stocks annually. The wheat stabilization program stops the 
buildup of CCC stocks and provides for the reduction of CCC stocks by 75 mil- 
lion bushels annually, reduction in export subsidies of an estimated 20 cents per 
bushel, and savings in storage costs on the defense stockpile of approximately 
6 cents per bushel. These features will result in a reduction in Government 
costs of $178 million and a net decrease in CCC stocks of $610 million annually. 
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Distribution of Total U. S. Wheat Production 


and Income, Under Wheat Stabilization Program 


Domestic Consumption 


Producer eligible for 
certificate payment of 
35% of parity, by plac- 























ing 20% of wheat base National 
in Conservation Reserve Marketing 
(approx. 60% of quota) Quota 
Total Annual one 
tat meld) patie ae fe tee Bushels 
Disappearance mt t 
uppor 
Domestic Food Esper’ pee 
Parity 
(Approximately 


and Export 
40% of quota) 





75 M Bu. Removed 
from CCC Stocks 
Annually 


Wheat Stabilization Program 


Reserve for short 


Present Program 


200 M Bu. added 
to CCC stocks 
Annually under 
present program 


crop, feed, industrial 


uses, etc. (No support) 


Devoted to 
feed grain 
production 
under present 
program 


Conservation reserve 


20% of base acreage 





— 





ee _ TL, 


WHEAT 67 








Wheat stabi- 
Present program lization pro- 
gram 
. Price su rt operations: 
. Aen taken over by CCC (annual increase)__| 200,000,000 bushels__............... () 
Estimated acquisition cost per biishel____--_.__- Wi iii tects ti veh e cd ah enaclithiooaneisacund 
Total annual investment-.......-.....--.---.--- $600 DOD NNR ois dd cscs nee clchiasmiteclnekadl 
Interest on investment at 2.5 percent__........-- SIO ein nindy conboguntecantuien wt oceans Bis . 
Storage charges at 17 cents. ..........-.........- Ns onnresccuahacwcdvphantsiiercanmioaciel 
2. Reduction of CCC stocks: 
AT OUTER, CIO on oie pean ccennlcriepamnetin sinensis ana 75, 000, 000 
Present inventory value (acquisition costs and | CCC stocks increased 200,000,000 $2. 80 
storage charge). bushels annually. 
Redwewen in present investment... ........ ccccjecncccoccceccnqucosecsousenliidssaia $210, 000, 000 
Gawiens ier SaSereeE GRAY... «. ~<a cnn nnn cca iewanseesadwgdinsntbiinnatbaplibadiaiie $5, 250, 000 
Saving in storage eust anmually «26.2255 .24- esis hh etek nicest sede otdbed $12, 750, 000 
3. Export subsidy costs: 
Estimated domestic price (terminal) _.........-- IIT is ectidaicsdogiisntgs naenueuetnibtpetamnien een tee $1.70 
Estimated world price (terminal) __............. SE is cd tA. soldi teh wtceuak okay $1. 40 
BE IONS CI so 5s hick. hse mci tied CIB BUR ici dis ccwtnbeoccnn tists 430, 000, 000 
WSCEMALE COCR SHDN. <i emciqwetindiincnts FEE BE, CR cand ancencntiensiwnies $129, 000, 000 
Totals, items 1, 2, and 3: 
Total difference in CCC inventory. --.-- cccnah shes tbshid Sinkiinsuablatetveinbbektoukie $610, 000, 000 
DORE CE Ginn etic cect ccinetenucontcitvienehinn ctintawditigtiiiediaanineenele 148, 000, 000 
Total net difference in CCC inventory and cash |_..._.......--.------.--------.--.-- 758, 000, 000 
savings. 
4. Reduced storage costs on defense stockpile (recom- 
mended 5-year contracts on competitive bid basis): 
Storage rate per bushel.......................... Be CRN... nvbciena peeintioaiavemeaiend $0. 11 
Annual cost on 500,000,000 bushels. ............- COD TBI ass hc ek chica biiiesed $55, 000, 000 
Ce Ce Oe UN CR ncechntnnécndacencdaneltiankudbcantitiimbtebinsibubannettbnia $30, 000, 000 
Total, items 1, 2, 3, and 4: 
Total net difference in CCC inventory and cash |__......-..-.-......-----.---- eee $758, 000, 000 
savings (items 1, 2, and 3). 
COREY CHE C6 vnc na ttadiccacesssncebechibltaestiasdynaabebaastbbinaasabad 30, 000, 000 
Total cash savings plus net CCC inventory |...........cccncceenconne sees Jee 788, 000, 000 


reduction. 


1 Net reduction 75,000,000 bushels per year. 


Note.—The losses incurred in disposing of 200,000,000 bushels annually would average an estimated 
$250,000,000. 


REDUCTION IN FEED GRAIN SUPPLIES 


Under normal conditions this program will reduce feed grain production an 
estimated 12.7 million tons annually. Such a reduction would not only prevent 
the continued buildup of feed grain surpluses, but would start an orderly sub- 
stantial reduction in the annual carryover of feed grain stocks. 

The reduction in feed grain production would result from— 

1. Increased participation in the conservation reserve of the soil bank 
by wheatgrowers. 

2. Lower feed grain production per acre by shifting acreage of feed grains 
to wheat for feed. 

Corn and feed grain producers have expressed the fear that under the wheat 
stabilization program substantial increases would occur in wheat produced for 
feed. This example is based on the assumption that wheat producers take full 
advantage of the provisions of the program to increase wheat production for 
feed purposes. 


I. Increased participation in conservation reserve : Millions 
(a) Estimated required acreage, conservation reserve, on wheat 
TOTMS 65s ibd adn dbbbbbek abhnddiddn ddd léd biedieccdlalal acres... 13.7 
(b) Estimated 1958 acreage in conservation reserve on wheat 
SMI cnc scicninntceaascevdteitinithtasihiakidessactessehshdadaieic digi aisdoeeiddiaa se acres... 1.8 
(c) Estimated increase in conservation reserve on wheat 
2” RL Pee SRE SET Bis or OS OP OE ake t acres.. 12.4 


(d@) Reduction in feed grain, at 0.8 ton per acre___..___- tons. 9.9 
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. Shift from feed grains to wheat for feed : Millions 
(a) Estimated maximum wheat acreage under wheat stabiliza- 

PI PI hac cat ealesesanioncavecgshc nso ren enivessiesl acres_._ 70.5 

a) nee re I i a i ec csacvmsannanal do... 56.4 

(ce) Acreage shifted to wheat from feed grains_---.- seit OO... Ie 


(d@) Reduced feed grain production, at 0.2 ton per acre (aver- 
age feed grain yield 0.8 ton per acre; average wheat yield 

I I i cre iid ie CURES tons... 2.8 

Ret; “Dotal wedsaation im: feod etre a ie 2 2S. e 
IV. Normal annual increase per year in feed grain stocks under present 


I nod tas hc ith neninianeeneselinieancs seein etn teasdoke ie MEE tons.__ 6.8 
V. Normal annual reduction in feed grain stocks, under wheat stabiliza- 
I IN i enter ieminciei iat baleen ect ttle Seales asa tons... 5.9 


It should be pointed out that if wheat producers now producing feed grain 
on excess acres, did not shift to the production of wheat for feed, there would be 
no change in feed grain production from the present program on the acreage 
planted to crops. A substantial reduction in feed grain production would occur 
from the required compliance with the soil bank program. 

(Prepared by the National Association of Wheat Growers, H. J. Hughes, 
chairman, national programs committee. ) 

Mr. Atserr. Thank you very much, Mr. Hughes, for your state- 
ment. Before we go into a technical discussion of it, it might be well 
to consider this matter generally. 

Last year, I made myself a one-man committee on behalf of the bills 
that were sponsored by your organization. I did not get very far 
with it. 

Already this year I have talked to the Secretary of Agriculture 
about this bill, and numerous Members of Congress, and I don’t 
know whether we can sell this bill or not. What do you think of it? 
Can you sell it or some compromise to the Secretary of Agriculture? 

Mr. Hucues. No; as far as that is concerned, we have not talked 
to the Secretary since our original presentation to him in December in 
which we presented our program. 

I understand from public statements that he has not looked with 
favor upon this type of approach. 

Mr. Axsert. I talked to him very recently and he indicated to me 
that he objected to the bill this year for various reasons. I don’t 
know whether we can sell this proposition or not, although I think it 
has merit. I don’t know whether I like the bill as well this year as I 
did the one last year. I do not propose to speak for the committee, 
but my own feeling is that we have a terrific responsibility in view 
of the principles that you talked about on the third page of your pre- 
pared statement. I think you have summarized the issues in fine 
language. I also thing that if we fail to pass a bill that will start 
getting "surpluses down a little bit, we are going to be subject to con- 
siderable criticism. And worse than th: at, because I don’t mind criti- 
cism, I believe our failure to act will jeopardize the whole support 
program. 

What do you think of that ? 

Mr. Hueues. I think that is right. I think everyone agrees. 

Mr. Apert. I think we have a responsibility. I appreciate your 
fine contribution. 

I would like to ask two or three questions. I want other members 
of the committee to ask questions, too. These are on the mechanics of 
this bill. 

Under the bill last year, there was, of course, no marketing quotas. 
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Mr. Hueues That is right. 

Mr. Apert. And presumably the best wheat would go into do- 
mestic consumption. We sacrifice that principle to a certain extent 
in this bill, is that right ? 

Mr. Hugues. No; I don’t think so. I think this would, if anything, 
accent that and would mean that the lower qualities of wheat would 
have to find some other place, to pile up in CCC stocks or to work 
into our markets, 

At the present time there is no place it can go except into domestic 
food markets or into exports. 

This does provide an avenue for some of that poorer quality wheat 
to move into other uses. 

Mr. Auserr. Just for the record here,-how much do you think 
would go into other uses? 

Mr. Hugues. Well, of curse, it would depend largely on how much 
expansion there was in wheat acreage under freedom to plan. But 
assuming that they would plant as we have estimated here, about 70 
million acres, you would have something like, roughly, 30 million 
acres that would have to find a use in other than the food or export 
markets. 

At a 20-bushel yield, that would be somewhere around 600 million 
bushels. That is just a rough estimate. 

Mr. Apert. That would have to go to the feed market ? 

Mr. Hvuanes. Yes; that is right. 

Mr. Atzert. Well, the most optimistic estimates I have heard is 
that 200 million bushels of wheat is all that we could hope to get into 
the feed market. 

Mr. Huenes. Well, of course, if you have this portion of the crop 
unsupported, there would be no support on it, you see, it would have 
an opportunity to move. 

I would like to make clear that under this program there will be 
a reduced supply of feed grains. Wheatgrowers who have reduced 
their plantings from 78 million acres to 55 or 56 million acres have 
not retired that land. It is now producing feed grains. And the 
yield per acre in tonnage is greater than it was in wheat. 

Mr. Apert. That is right. 

Mr. Hueues. If this is now shifted back into wheat and out of 
the feed grains, you will get a net reduction in yield per acre. 

In addition to that, some 15 million acres would have to go into 
the conservation reserve to qualify for stabilization certificates. And 
this would be a total reduction. And to me, that is going a long 
ways toward starting reduced feed grain supplies on the part of 
wheatgrowers at a time when fed grains producers have turned them- 
selves loose from wheat acreage to produce all they want. 

Mr. AvBert. Of course, what you will have is competition from 
unsupported crops—from crops under low supports, present feed 
grain crops. 

Let us see if we understand just how this will work out. 

Every individual will get two quotas. He will get a bushel quota 
and an allotment, is that right ? 

Mr. Hueues. He will get a bushel quota only, the marketing quota. 
And then he will get a certificate when will entitle him to a pay- 
ment but it will have nothing to do with the amount of wheat that 
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he can produce. He will just have a bushel quota which he can 
market into the domestic food and export market. It will not 
limit how much wheat he can market but it will limit the amount 
that can move into these markets. 

Mr. Arsert. But you say that the cooperators will be supported at 
65 percent of parity. What do you mean by that? 

Mr. Hucues. Only on the amount of the marketing quota. 

Mr. Atzert. Only on the amount of the marketing quota ? 

Mr. Hucues. Yes; what his share of it is. 

Mr. Apert. They will actually get 100 percent on the marketing 
quota. 

Mr. Hucues. The marketing quota will comprise the amount 
needed for food in this country, plus the export, less the 75 million 
that is to be moved out of Commodity Credit stocks. But the certifi- 
cate that he will actually get 100 percent of parity income on, will 
be only on the domestic food portion. About 485 million bushels out 
of our total marketing allotment. 

Mr. Axzert. In other words, on a little over half of it he will get 
100 percent on it and the rest of it he will get 65 percent. 

Mr. Huecues. He will be eligible for a loan on the entire amount 
at 65 and will be able to sell the entire amount at whatever the market. 
price is based on at 65, and then he will get this payment aside from 
that. He won’t get it in the form of a market price. 

Mr. Axsert. What do you think about the 75 million bushel dis- 
appearance with a change in the weather conditions—that would 
wipe that out, would it not? 

Mr. Hucues. No matter what the weather conditions are—no matter 
what the production is, there is a limit as to what can move into these 
markets except by the marketing quotas. 

Mr. Apert, The wheatgrowers can stand a larger disappearance 
figure than that, do you feel? After all, they can sell their wheat for 
other purposes. He can grow all he wants. Do you think they would 
take disappearance, without hurting severely 150 million bushels a 
year—have that disappearance figure? 

Mr. Hucues. Well, it would be a pretty substantial reduction, when 
you come to think this year they produced about 1,460 million bushels, 
practically all of which was free to be marketed. Now we are reduc- 
ing this under current outlets for wheat, based on this year, this mar- 
keting year to about 840 million. So this is a substantial reduction 
that can be moved at somewhere in the level of 65 percent of parity 
market prices. 

We thought that, probably, 75 million was about as much, as fast 
as we could reduce that carryover. However, it is possible that it could 
be increased somewhat. 

Mr. AvBert. Do you have any opinion on the relative merits of 
bushel and acreage allotments? 

Mr. Hueues. Yes; I think most people, at least, our growers, realize 
that acreage allotments as such to control production have become 
pretty ineffective. And that it endangers the entire price-support 
program. 

If you are to have a price-support program, then you must keep your 
supplies in line with what there is a market for. Consequently, this 
is the reason for our recommendation that we shift to strict marketing 
control rather than to the other. 
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Mr. Atzert. What do you think, in addition to conservation reserve, 
of a payment in kind for acreage reduction ? 

Mr. Hueues. Well, the principle of making these payments for 
reduced acreage out of the stock has a lot of appeal. And I think it 
is a pretty sound principle. But the experience we had with the acre- 
age reserve which was somewhat the same principle didn’t seeem to 
work very well. Why, I dont’ know. But we didn’t seem to experience 
very much solution to our problem by the acreage reserve in the way 
it operated the years that it was in effect. So it would have to be done 
differently than that if it was to be effective. 

Mr. Axzert. It is difficult to think that the conservation reserve is 
going to help any under this program, or the acreage reserve, because 
if you turn everbody loose every time you take an acre out of the wheat 
belt by conservation or acreage reserve, and make him comply with 
the allotment, you are just nepraeting the situation you already have 
in the rest of the country. I refer to the so-called 15-acre provision, 
and other provisions of that kind. In other words, if we do not put 
a lid on it over here while putting a lid on the other side, production 
will be pushed up on the one side. The noncooperating ones will do 
that. 

Mr. Hucues. Of course, our problem is primarily one of our ability 
to produce too much of all commodities. Whenever you put a control 
on one which allows shifts into the other, you have the total overall 
production. This is the basis for our belief that the way to work on 
this problem is to adjust your cropland resources, take them out of 
production entirely rather than to reduce the production of one crop 
and allow them to go into another crop. If we can get 15 million 
additional acres of cropland removed from production under this 
program, there would be a reduction almost in the amount of the total 
grain sorghum crop last year. That should amount to a substantial 
amount in the feed-grain problem. 

It seems to me we have gone partly along the road in the conserva- 
tion reserve program. When you take it out for a period of time you 
actually reduce production. Where you just reduce it for 1 year, 
there are ways of building the fertility of the soil in one year and pro- 
ducing it next year. But if we could get this cropland resources re- 
duced to the amount then our overall production would not be 
excessive. 

Mr. Avzerr. That is true in theory, but the trouble with the pres- 
ent program is that we have been cutting down on production in the 
normal wheat belts of this country and we have created thousands of 
new 15-acre farmers all over the rest of the country. And we have 
created those in every part of the country. In some States they have 
increased the production by hundreds of percentage point. The only 
thing that this program, which you recommend will do to change that 
is simply to discourage the production by a little less certainty as to 
the price, it seems to me. 

It seems to me if you start the program it will cut down the acreage 
in the Wheat Belt but you are going to have more gamblers in the 
areas outside the Wheat Belt. 

Mr. Huaues. These folks that you are speaking of, those who plant 
15 acres of wheat, as everyone knows, have been a concern to us in the 
major wheat growing areas. We have not liked it. We have not felt 
it was right. Nevertheless it happened. 
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So far as our program and the effect upon that is concerned, we are 
confining or recommending that the marketing quotas be confined to 
producers who actually planted wheat before we started trying to con- 
trol production in 1952 and 1953 primarily. 

However, we have provided a reserve to take care of some of the 
later folks getting into it. But this wheat grower who may not nec- 
essarily be a small farmer at all, but he may just have a small acreage 
of wheat and be a large farmer in other commodities, under this pro- 
gram would have the right to plant as much wheat as he chose and 
market it without any support. 

Mr. Arsert. And under the present law do you think we should 
limit the 15-acre production to farms of a certain size ? 

Mr. Hueues. We have consistently made that type of recommenda- 
tion previously in trying to close up some of the loopholes in the 
acreage control law but it has not received too much support. 

Mr. Arperr. Do you think we should have a top limit on the sup- 
ports on large wheat farmers / 

Mr. Hucues. No, our organization has never favored this approach. 
We feel that free enterprise being what it is in this country, that every- 
one should be treated the same regardless of the size of operation. 

Mr. Ausert. Are there any questions? 

Mr. Belcher. 

Mr. Betcuer. Let me see if I understand this present bill. I might 
say that I supported this plan and we got sidetracked, as you recall. 
I agree with my colleague from Oklahoma that the prospects at the 
present time for this type of bill do not look very good. But under 
the bill, as I understand it, you first issue an allotment, a marketing 
quota to each farmer. 

Mr. Huenes. That is right. 

Mr. Betcuer. To be supported at 65 percent on the entire amount 
of his quota. 

Mr. Hueues. Yes. 

Mr. Bevcuer. He gets a certificate for 35 percent on that portion 
that is used for domestic consumption. 

Mr. Hucues. Yes. 

Mr. Revcuer. What. can he do with the excess wheat ? 

Mr. Hucues. He can sell it wherever he can find a market. That 
is, there will be no support on it. He can feed it on his own farm 
or sell it to his neighbors, or to a feed processing plant, or to the 
local elevator, providing they can find a market. But there is no re- 
strictions on what he can do with this other wheat if he chooses to 
grow it. 

We hope and think, have pretty sound reasons to think, that many 
growers would not grow wheat under those conditions. They will 
grow something else. 

Mr. Betcuer. Then really, what this actually amounts to is that 
he will get 100 percent on that part of his marketing quota that 
goes into domestic consumption. 

Mr. Hvucues. Yes. 

Mr. Betcuer. But he can put the entire marketing quota in at 
only 65 percent. 

Mr. Hucues. Yes. 

Mr. Bevcuer. There is no penalty for overproduction ? 
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Mr. Hucues. That is right. 

Mr. Betcurr. Well, in what way would this program discourage 
overproduction as much as the present program will discourage it 
when you have to pay a penalty for overproduction ? 

Mr. Hugues. Well, the principle that we are trying to follow here 
is that. acreage control has not been effective. 

The first thing we have to do is to reduce the commitment of Com- 
modity Credit to support excess production. We do this by limiting 
the amount upon which supports can be received to less than the 
available market. This will stop the supports on excess wheat. 

Then beyond that, we follow the principle that our problem in 
agriculture, all of agriculture, is to adjust our land resources to a 
point that you can allow some shifting between commodities in re- 
sponse to price without overproducing in total. In this manner we 
have tried to accomplish this by requiring them in order to get the 
stabilization certificate to require 20 percent of their average planted 
wheat acres out of production entirely, and that then the balance of 
acreage remaining, no matter what it is devoted to, is not going to 
upset the total overall production figure. 

Mr. Betcurr. This 20 percent that they must put in the acreage 
reserve program, what is that 20 percent figured on ? 

Mr. Hueurs. On his average plant. 

Mr. Bevcuer. On his average plant ? 

Mr. tlueiies. Or base acrerge, known as the base acreage. And 
this is based on the period 1952-53 that we have recommended as the 
historical period to be used and would be around 78 or 79 million 
acres. 

Mr. Bevcuer. Well, then, actually this 75 million bushels is the 
contemplated reduction in the amount of wheat we have on hand. 

Mr. Hueues. No, there is no way it can go into CCC reserves. 
There is no support on it. 

Mr. Avperr. If you will yield. This will reduce stocks of the CCC 
by 75 million bushels a year. It will not necessarily reduce the total 
volume of wheat in the United States. It may increase it by mil- 
lions of bushels. 

Mr. Hucues. That isright. But every acre you get 

Mr. Betcuer. The only thing you accomplish is to reduce the 
stocks of CCC by 75 million bushels. Does not wheat held in private 
elevators depress the market just as much as the stocks of the CCC 
or worse ? 

Mr. Hucuers. Not if there is no way it can move into the food or 
export markets. You see, maybe I should explain how we feel that 
this would move through the commercial trade; I think maybe you 
would get a better understanding. I am going to use an example of 
an individual farm. 

I, as an individual farmer, would receive a marketing quota, we will 
say, of 840 bushels because this corresponds to the national figure. 
And I raise 2,000 bushels which I haul to the elevator. I will have a 
marketing quota card which the elevator operator will endorse to show 
that. he has purchased the full amount of my marketing quota. 

Mr. Bevcurr. That would be the 840? 

Mr. Hucues. That is the 840 bushels. And he will report this to 
the county ASC office. He will make out a form in duplicate which , 
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will show the card number and my name and bushels and so forth. 
i will keep a copy of that in his files and send one to the county ASC 
office. 
Then he will buy the balance of my 2,000 bushels at a negotiated 
price between us, which we will recognize whatever he can sell it for 
or thinks he can. 

When he moves this wheat to the terminal, or beyond the local ele- 
vator point, he will send with the carload of marketing quota wheat 
which he has purchased—he will keep an inventory of the marketing 
quota wheat and an inventory of the free wheat he buys on his books. 
This will be a bookkeeping procedure. When he ships the carload 
of marketing quota wheat he will send along an affidavit that it is 





marketing quota wheat. And this would move to the trade. The 
millers and exporters would buy only wheat which was certified to 
be marketing quota wheat. 

The other wheat could move anywhere. But no miller or no ex- 
porter could purchase it to mill into food or for sale in the export 
market. 

Mr. Betcuer. Could I ask one question right there? 

Mr. Hueues. Yes. 

Mr. Bretcuer. That wheat could not move into export, could it ? 

Mr. Hueues. No. 

Mr. Betcuer. It would have to be consumed at home? 


Mr. Huenes. That is right. We tried to do this so that in reducing 
the Commodity Credit stocks it would not interfere at home. The only 
reduction in CCC stocks must be in the reduction of the export market. 

Mr. Atzert. Will you yield right there? I was just thinking under 
the bill last year any bushel of wheat produced in the United States 
competes for the domestic market. 

Mr. Hueues. That is right. 

Mr. Atzert. That is not true in this bill. 

Mr. Huaues. That is correct. 

Mr. Avsertr. And to that extent this bill is flexible, guaranteeing 
the best wheat for the food market. 

Mr. Hueues. No, I think I need to clarify this a little further. Let 
us take an example of an elevator in Kansas City. He purchases car- 
loads of wheat from western Kansas or western Oklahoma and moves 
this into the elevator. This is marketing quota wheat. 

Let us suppose there is a large supply out there of quality wheat 
which is not marketing quota wheat but free wheat. How do we get 
this wheat into the milling trade and export trade and not into feed ? 
It is comparatively simple. 

This elevator operator in Kansas City or in Enid or wherever he 

might be, can by marketing quota wheat somewhere else, say, over 
in Missouri, or over in Illinois. And if he chooses to move the wheat 
with the affidavit that it is marketing quota wheat which he pur- 
chased instead of the free wheat in Kansas, to the mill and sell the 
wheat that he bought as marketing quota wheat in Illinois and Mis- 

souri as feed, he will have that privilege. 

He also could, if he was unable to find marketing quota wheat 
somewhere in order to move some free wheat to the mill, he could 
buy wheat from the CCC 5 percent above the support price and 

- get an affidavit of its origin which would permit him to move more 
free wheat to the mills and sell the CCC wheat for feed. 
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This would permit the poorer quality to move into the feed units. 

Mr. Bevcuer. The only way that excess wheat could be consumed 
in this country then would be in the form of feed, wouldn’t it? 

Mr. Hueues. Feed or industrial uses. We hope that through this 
method of having some wheat available at unsupported price it might 
find some new industrial uses. 

Mr. Be.cuer. Do you have any figures there available as to how 
much excess wheat would tend to move into the feed market this year 
based on the present crop, under your system ¢ 

Mr. Hucues. Our outlet this year out of this crop we estimate 
about 600 million bushels of domestic utilization of which about 40 
million, I believe, or 50 million is estimated to be used for feed. 

The exports are estimated at 450 million currently. 

In other words, we have an outlet of about a 1,050 million. And 
we raised 1,460 million. So there is something like 400 million 
bushels of excess production. 

Mr. Betcuer. Out of this year’s crop. 

Mr. Hucues. However, this is extremely high, as everyone realizes. 

Mr. Bexcuer. About 400 million bushels will tend to move into 
feed plus the 75 million. The 75 million out of the CCC would be 
consumed, would it not, as feed ? 

Mr. Aubert. Yes, you would have to add that. 

Mr. Hucues. That would add to the total supply, however. 

Mr. Beicuer. In other words, about 400 million bushels will have 
to go into feed this year under acreage allotments. And you say you 
think about 600 million bushels, if we remove the allotments, would 
have to go into feed in order to just reduce our stocks about 75 million 
bushels. 

Mr. Huenes. Roughly, that is about what it would be. Unless we 
got an adjustment in yield per acre. We think that the impetus 
to higher yields per acre has been aggravated by the allotments. 
Whenever you have a marketing allotment, and there is no value in 
trying to produce more per acre, we might see quite a bit of reduction 
in wheat yield per acre. There might be less incentive on the part 
of the farmers in more humid areas where there is greater rainfall, 
by fertilizers to increase the production per acre, if it was going to 
have to move at feed level prices. We think there might be a sub- 
stantial reduction in that field. It removes the incentive to fertilize. 

Mr. Beicuer. Do you know what the total volumes of our feed 
grains are now ? 

Mr. Huenes. I cannot tell you. I cannot tell you the exact figure. 1 
am sure you probably have it somewhere in your previous testimony 
from the Department. I believe it is about 128 million tons but I am 
not positive. 

Mr. Bevcuer. How much? 

Mr. Hueues. About 128 million tons. 

Mr. Smirn of Kansas. I appreciate very much your testimony, but 
I still do not understand why you go back to tons instead of bushels. 
I understand bushels. The farmer understands bushels. We cannot 
readily convert tons to bushels. Why do you want to go back to tons? 

Mr. Hueues. Primarily, the reason is that in feed grains there is a 
difference in weights per bushel. Oats are 32 pounds, and barley is 
48 pounds, and grain sorghums are 56 pounds, and corn 56 pounds, 
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T believe. It is easier to get it all in tonnage. I think that is the rea- 
son we do that. It is somewhat confusing, I will admit. 

Mr. Suiru of Kansas. Now then, the statement that you just made a 
while ago that the quality of wheat out in western Kansas, in Okla- 
homa, or western Nebraska, is dependent upon the weather. We will 
say north of Colby, Kans., it has high proteim, and here is a man south 
of Colby, who has low protein wheat due to weather factors. This 
quality of wheat is determined just as the wheat ripens. How will the 
elevator adjust? The elevator man wants the high protein wheat. 

Mr. Hvueues. Very simple. Both of those farmers sell their wheat 
to the elevator, and a portion of each one crop will be marketing quota 
wheat. Once he gets the wheat in his elevator and he ships it out, and 
sends along an affidavit as to the amount that is marketing quota wheat, 
it can be all of the wheat from the high protein area. And then the 
wheat that was lower in protein can be all of the free wheat. 

It is merely a matter of bookkeeping for him to see that he does 
not ship any more wheat total than he has marketing quotas for. 

Mr. Bienes of Kansas. Yes, I understand that but how is he going 
to get rid of all of this high protein wheat? He doesn’t want to put 
it in the market as feed grains. He wants to sell that, because he can 
get 10 and: 15 cents a bushel more for it than that. 

Mr. Hucues. That will be up to him. If he thinks he can get a 
premium for that above the feed price he can hold it for a while and 
possibly some elevator in Kansas City will decide that they can buy 
some marketing quota wheat in Missouri without paying a premium 
for it, and when they can buy some of his wheat and pay a little pre- 
mium and move it to the mill and sell the Missouri wheat for feed. I 
think it permits the merchandising that the trade says they want and 
it will encourage the movement of a good quality wheat to the mills and 
to the exporters. 

Mr. Suirn of Kansas. Of course, the man who is running that ele- 
vator is in business to make dollars, and he is going to have to bid 
down this high protein wheat because he might not be able to dispose 
of it. It seems to me that one of the fallacies of this is that it will 
mean that it will maybe not keep up the quality of the wheat we have 
been talking so much about. It will be just a bushel of wheat, regard- 
less of quality. That is the thing I am thinking about. 

Mr. Hvueues. I live in approximately the same type of area as 
Colby, raise pretty much the same type of wheat. We think this will 
be a benefit to us. Where we are able to raise high quality of wheat, 
we will get a bit more for the free wheat as milling wheat than we 
would for feed. It would offer the opportunity now for some wheat 
that isn’t of the best quality which is piling up in CCC inventories to 
move into feed use instead of being forced to move into the export or 
the food market. 

Mr. Smirn of Kansas. Your plan, which is one which I am in sym- 
pathy with, does not contemplate doing anything about a price dif- 
ferential for quality wheat, does it ? 

Mr. Hueues. No; there is nothing recommended in our program 
to do anything different than is now being done under the price sup- 
port program where they have a discount for certain varieties. This 
could be enlarged upon if it were desirable, but it would have to be 
done through the price support on the marketing quota portion, 
probably. 
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Mr. Smiru of Kansas. That is all, Mr. Chairman. 

Mr. Arzert. Mr. Breeding. 

Mr. Breepine. I am quite interested in your statement and cer- 
tainly appreciate your remarks here this morning. 

Mr. Hucues. Thank you. 

Mr. Breepine. I would like to make this point that I have worked 
considerably on these bills. And this is a point that has been made to 
me several times while we were discussing these bills and working 
out some of the yet inthem. If we grow 400 or 500 million bushels 
of wheat more than we can sell under certificates or under the quotas, 
naturally that would go into the feed channels. How much will it 
reduce the total output of feed grains at the same time? You didn’t 
give that, I don’t believe, in your remarks. 

Mr. Hucues. We estimate that we will reduce in two ways this 
amount. First of all, by the acreage that goes into the conservation 
reserve, this 20 percent of the average planting. If our average 
plantings for this 1952-53 were 78 million acres and 20 percent of 
that qualified for the stabilization certificates, they would have to take 
20 percent of that out of production. 

Mr. Breeptne. Would you be able to reduce your wheat production 
enough to offset that? j 

Mr. Huenes. We think it would more than offset it. Based on nor- 
mal yields of wheat and feed grains we should reduce it about 6 mil- 
lion tons beyond the amount that we would be moving in. 

Mr. Breepine. The question is, it is objected to by corngrowers. I 
am not a corngrower but a wheatgrower. They object to letting 400 
or 500 million bushels of wheat into the feed channels. 

Mr. Hueues. I realize that is true. 

Mr. Breepine. That is where this wheat would go. 

Mr. Hueues. It would certainly. Some of it would go there, the 
major part of it. I think in the first year, if we operated under free- 
dom to plant, they would probably raise 400 or 500 million bushels 
more than they had a market for but a large part of that, I think, 
would go into reserves. 

The farmer in the Great Plains area would probably want assur- 
ance that he would be able to sell his full marketing quota the follow- 
ing year in the event he had crop losses of some kind. 

T don’t think all of it would go into that feed market. 

Then I think there would be a large reduction in some areas where 
they just would not choose to grow wheat for feed. 

So that, possibly, we are thinking in too large terms when we say 
400 or 500 million bushels. I think we are. But, regardless, that is 
hard to estimate. If you look at the total amount of grain available 
for feed, and price wheat and feed grains with it, under this program 
there would actually be less grain for feed available by about 6 mil- 
lion tons than under the current program, regardless of whether it is 
wheat or feed grains. I think this can be explained to corn farmers. 

Last week I was invited to Ames, Iowa, to their agricultural adjust- 
ment center, along with farmers from six States, and was given the 
opportunity to explain this program to these farmers, practically all of 
whom are feed grain livestock people. And it was very well received. 
To them it made sense. 

We are trying to reduce our cropland resources, and remove them 
from production totally, and if we do that in sufficient amount it 
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does not matter what we put in grain sorghum or wheat or barley 
or what have you—whether we feed one or the other. The solution 
is to remove from production these acres of grain. 

Mr. Breepine. Another question I would like to ask. How do you 
propose to pay for this program? Is it a processing tax, or payment 
from the Federal Treasury or what? I don’t believe you explained 
that. 

Mr. Hucues. We have also felt that consumers should pay for the 
food. In this day and age with hourly wage rates where they are, 
and the purchasing power of the consumer at a high level, a high level 
of prosperity in A country, that the consumer of bread could well 
afford to pay the farmer a reasonable parity price for that portion of 
the crop. I realize that we are subject to criticism, unwarranted criti- 
cism, but nevertheless we are criticized that this is going to raise the 
price of a loaf of bread. 

I would like to call your attention to a publication that was just 
put out recently of the food industry. It is dated February 28, which 
says that in the Chicago area all advertised brands announced an 
increase of 2 cents a loaf in the price of bread. One and one-half cents 
to cover their increased costs of distributing at the higher wages to 
drivers and one-half cent added to margins for the retailers. Chains 
that were able to deliver products from their own bakeries at very low 
cost, for distribution, didn’t raise prices. Their large net earnings 
on baked goods may be investigated by the Federal Trade Commission 
after Congress decides whether, on the followthrough, it was justified 
by the facts. 

My point is that everybody else can get a raise, pass it on in the price 
of the bread, but the farmer who is faced not only with increased 
operating costs, buying new machinery and other things that he needs, 
and is also faced with the same increased cost of family living expenses 
that everyone else is. He is not entitled to a better price for his. 
Actually, we are taking a lower price continuously each year for the 
wheat that goes into that loaf of bread. 

Mr. Breepinc. What is the value of wheat in a loaf of bread ? 

Mr. Hueues. In 1 pound loaf it is now about 3 cents as I understand 
it. 

Mr. Breeprne. If you use a processing tax, then does it become a 
revolving fund each year, or what ? 

Mr. Hucues. The mills would buy certificates from the Commodity 
Credit for each bushel of wheat that they milled. And this would be 
put into a revolving fund which would be available to the grower to 
draw out on the stabilization certificates provided he earned the 
certificate. 

Mr. Breeptne. There would not be any Government money involved 
in the program. 

Mr. Hueues. No, except for administrative costs there would not be 
any. 
Mr. Betcuer. Will you yield there? In order to get that straight, 
let us clarify that a little bit. On the amount of wheat that goes into 
the domestic consumption, the Government will make a loan price for 
65 percent and then issue a certificate for 35 percent and the miller 
has to buy the certificate before he can mill that quota of wheat. 

Mr. Hueues. Or he can sell the product. 
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Mr. Betcuer. That really in substance makes the consumer pay 
parity price for the wheat that goes into his bread. 

Mr. Hucues. That is right. 

Mr. Betcuer. Not above parity but just on a par with everything 
else but the consumer pays that instead of the taxpayer under your 


aN ies ee 
Mr. Hueues. That is right. 

Mr. Be.cuer. However, on that wheat that goes into foreign con- 
sumption, if there is any loss below 65 percent the taxpayer pays that. 

Mr. Hvueues. That is right. However, we will reduce that cost as 
it is now current by reducing the support price from 75 percent of 
parity to 65 percent. This should amount to 20 or 24 cents per bushel 
reduced cost of the export subsidy. And we'are exporting this year 
156 million bushels. 

Mr. Betcuer. He said, is there any tax money going into it. There 
would be tax money going into it if there was a loss on the support 
price of 65 percent. , 

Mr. Hueues. Well, of course, there would be, that is true. How- 
ever, when you restrict the amounts, there will be price support on 
the 75 million less than there is a demand for. There is no way that 
I can see that wheat could move into Commodity Credit stocks. If 
there is more moved out, more than the 75 million in payment of the 
subsidies and in kind or in sales at 105 percent of the support rate, 
then some could move into the CCC docks, But there still would be 
a net reduction. 

Mr. Betcuer. In other words, the loss would be small—at any rate 
it would be much less than the loss is at the present time of 75 percent 
on the entire marketing quota. 

Mr. Hueues. That is correct. 

Our estimate is that this would save a minimum of around $750 
million a year. Of course, if you consider the loss in disposing of 
this excess they are accumulating now, it is even more than that. e 
difference between the disposal price and acquisition price. 

Mr. Breeprnc. One more question, please, Mr. Hughes. Under 
this bill the principal wheat country would produce less total wheat 
than it is presently producing. 

Mr. Hucues. That is correct by some 6 million tons, according to 
average yield. 

Mr. Breepine. That is all. 

Mr. Atsert. Mr. Short. 

Mr. Suorr. Mr. Hughes, this program interests me immensely. It 
seems to be that it certainly aims in the direction of cutting some of 
the surplus so far as the wheat-producing areas are concerned. It 
attempts to put a proper price on the wheat that we consume domes- 
tically. It would put the cost of maintaining our prices at proper 
levels with the people that actually use and consume that wheat. I 
am very much for it. 

I would like to remove, if possible, all the potential objections to 
this bill. I can think of some reaction coming from some of the peo- 
ple who are presently producers, some of the people who are going 
to be concerned with the application of this type of a control pro- 
gram. I would like to bring out, if possible, the proper attitude 
which can be construed as a justification for this program, if it is 
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possible to do so. As you well know and have found out, there are 
some rather pertinent questions that people ask in connection with 
this type of approach. I would like to be able to counter those 
objections as easily as possible. 

It seems to me that one of the first objections you will run into, one 
of the biggest ones, after all in dealing with the possibility of obtain- 
ing favorable consideration by the Congress of any legislation, is 
largely many times, perhaps, too often one that hinges on the reaction 
of the people that it will affect numberswise. I am thinking in terms 
of what the reaction would be of the farmer whose allotment is less 
than 15 acres. 

It seems to me, if I understand your proposal rightly, that they will 
be in effect cut back to their allotments which would be below the 15- 
acre figure. And in effect, it will be a reduction for them, those people 
who were unfairly brought into the picture. Nevertheless, I think we 
have to be realistic in recognizing that they are in the picture, and they 
are perhaps going to resist to some extent being cut back from their, 
what I would call, present preferred position in the application of 
this 15-acre exemption. They will be limited to their allotted acres 
which, in most instances, will be considerably less than 15 acres, would 
they not? 

Mr. Hucues. If they had wheat in 1952 or 1953, were growing it, 
they would have an allotment today. 

They also might have an allotment if they had grown wheat since 
then. But the allotment does not mean much to those folks because 
they can grow 15 acres without any penalty. 

Mr. SuHorr. Let me see if I understand that. Under this program 
these 15-acre folks 

Mr. Huenes. There is just no limit. He can grow all of the wheat 
he wants. 

Mr. Betcuer. \Vill you yield there? My understanding is that his 
is based upon the planted acres. And if he planted 15 acres he would 
have a quota for 15 acres, would he not? 

Mr. Hueues. If he had planted 15 acres of wheat in 1952 and 1953, 
he would have his fair share of the marketing quota, whatever acreage 
he planted in 1952 or 1953. If he did not plant wheat during those 
times we didn’t have controls and he now started planting wheat and 
other growers were being reduced, he would not have a marketing 
quota unless he was able to get it out of reserve. We provided a reserve 
to take care of hardship cases, 1 percent of the national allotment and 
2 percent of the State for this purpose for any growers who did not 
plant in 1952 or 1953, but did plant in any one of the last 3 years. 
They can apply for a quota out of the reserve. 

There is no limit as to how much wheat he can plant and sell. He 
cannot sell it as marketing quota wheat into the domestic food or ex- 
port market. If he still wants to grow wheat for whatever negotiated 
unsupported price his farm is better suited to grow wheat than some 
other crop, we will take the limit of 15 acres off for h'm., He can grow 
all he wants. He can make his own decision as to what his farm is best 
suited for, wheat, corn, soybeans, or whatever it might be. There is no 
limit to what he can plant, but he will not enjoy his proportionate 
share of the domestic food and export markets unless he was a wheat 
producer previously to the time we found it necessary to control pro- 
duction and reduce the products. 
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Mr. Auperr. So far as the 15-acre grower is concerned right. now 
he can sell and he gets no support price. 

Mr. Hueues. That is right. 

Mr. Avserr. Under this program that would be true regardless of 
whether he planted 15 acres or more. 

Mr. Huaues. That is right. We just take the 15-acre limit off. 

Mr. Jones. Another point that I think should require some explan- 
ation, at least to me, as to the controls in 1952 and 1953, you would 
base this allotment in the future on that. Do we have any records of 
these growers, how much they did plant in 1952 and 1953 ? 

Mr. Hugues. Yes. 

Mr. Jones. You havea record of that. 

Mr. Hucues. Yes, thac was the basis of establishing individual farm 
acreage allotments in 1954 when we started the farm program. Those 
are available in every county office. 

Mr. Jones. I didn’t know whether we had sufficient records there 
or whether we would get into another problem on that. 

Mr. Apert. The Chair notes the presence of our colleague, Con- 
gressman Burdick. You are invited to sit up with the committee. 

Mr. Suorr. It seems to me that this brings up innumerable ques- 
tions, that you are also very well aware of, in this quota question. 
When we talk about these 15-acre people, what their reaction is going 
to be in going back to 1952 and 1953, I would assume that their imme- 
diate reaction is going to be that, “On a bushel allotment basis that isn’t 
going to give me quite the consideration that I am entitled to because 
since 1952 and 1953 I have learned how to fertilize wheat and I have 
learned to produce many more bushels per acre than I was able to in 
1952 and 1953 and I am, therefore, entitled to a much larger bushel 
allotment than this bill would provide for me.” Would that be a 
question? Am I assuming too much, that people are going to have that 
reaction ? 

Mr. Hucues. No, I don’t think so. I think there may be some indi- 
viduals who might assume that attitude. However, if we believe at 
all in fairness this man that you are speaking of is the one who is 
primarily responsible for current tremendous stocks of CCC wheat, 
and he has done it through increased technology. Through that and 
his ability to produce wheat maybe he should be a wheat producer. 
That is right under this program. He can continue. And he didn’t 
have price support previously. We are not changing his status at all. 
He still does not have price support on what he produces. But he 
can sell it for whatever the market price is, like he has been able to do. 
And there is no limit to 15 acres, but he isn’t entitled to his share of 
the markets that were available before we found it necessary to control 
production. We just more or less are treating him according to what 
the relationship was then. 

Mr. Bevcuer. To clarify my mind, do you base his marketing quota 
on his normal yield in the years 1952 and 1953 ? 

Mr. Hucues. Yes. 

Mr. Bevcuer. Or do you base it on the normal yield later ? 

Mr. Hueues. I didn’t get that last. 

Mr. Bevcuer. I understood that while he would be entitled to plan 
his 15 acres, the national quota would be divided up on the basis of 
normal yield and you are not using the years 1952 and 1953 as the basis 
for the normal yield, are you ? 
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Mr. Hucues. That is right. We are using the best. For counties 
and States we are permitting each State and each county to use the 
highest consecutive 5-year average yield out of the last 25 years. 

r. Bercuer. That takes into consideration the increase. That clar- 
ifies that. 

Mr. Suort. That is the answer to my question then. 

One more question, I am just bringing these things out to try and 
pe a Mea picture. What has been the reaction of the processing 

eople? - 
5 r. Hueues. I think in the previous year, when we have recom- 
mended this approach, the record will show that the processing people 
never did appear against this legislation. The only group that I can 
recall that ever did testify adversely were the bakers. But the millers, 
as far as I know, never have opposed this approach. 

Mr. Suorr. What was the bakers’ justification for the bakers’ 
opposition ¢ 

Mr. Hueues. Well, that it would raise the price of bread, possibly 
a cent a loaf, and that this would discourage sales. But recently, I 
had the opportunity to visit with the president of the American 
Bakers Association in Chicago and I asked him if they had any 
records that would prove that raises in price in bread did discoura 
sales, since we have had a number in the last 10 years, and he said 
there was not any available support for that. 

Mr. Suorr. Another point that seems to me is important. And 
that would be the part of the wheat that would move potentially into 
feed channels. It would seem to me that the amount of that wheat 
that is so moved, or the wheat that is going to replace other feed is 
based largely on the relationship of a bushel of wheat, feed valuewise, 
to other feed grains and the relationship of the support price. Isn’t 
that going to be a big factor, the support price of feed grains compared 
to the 65-percent figure for wheat ? 

Mr. Hvucues. This won’t apply to the feed wheat, understand. 
There will be no support on wheat that is moved into the feed market. 

Mr. SHorr. This is a point that I think is important to be clarified, 
that this 65-percent figure does not apply, encouraging the produc- 
tion of wheat in competition with these other feed grains which are 
supported. I think that is a point that needs to be clarified. 

Mr. Hucues. Yes. 

Mr. SHorr. One further question, do I understand the picture cor- 
rectly in regard to this export phase of this thing, would there be 
anything to prevent the exporter from buying wheat under this pro- 
posal, at whatever he could buy it for in this country? I am thinking 
in terms of this excess wheat that the farmer produces. If he saw 
fit to sell it, we will say, at a dollar a bushel, is there something in the 
law that would restrict that ? 

Mr. Hucues. Yes. Any processor or any exporter is forbidden to 
buy wheat which does not have an affidavit as to its origin that it is 
marketing quota wheat, under penalty of three times the value of the 
wheat. In other words, if he buys any of this free wheat and cannot 
account for his outshipments made on his receipts of affidavits that 
it is marketing quota wheat, he is subject to a penalty of three times 
the value of the wheat. 

Mr. Sort. Would you anticipate that it would be a rather difficult 
matter to establish, the bushel allotments, on a fair basis, farm by 
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farm, across the country? That thing has been pointed up to me as 
a very difficult operation, to deal fairly with the good farmer as 
opposed to the poor farmer and give the good farmer who had been 
producing more wheat on his land, proper consideration in his bushel 
allotments. 

Mr. Huaues. This is a very good point, Congressman, and it is one 
of the points on which we had probably the most discussion among 
the growers. 

I would like to say now that our recommendations, all of which 
cannot be incorporated into the legal language of the law, some of 
them need to be left to regulation by the administrator—we had in 
mind, it is our feeling that when you have established the State and 
county allotments, bushel allotments based on the 1952-53 acreage 
and the highest 5-year average yield out of the last 25 years, that 
with that basis for dividing that allotment between counties and 
States, we feel that should be established and once established not 
changed until we get some experience under the program. In other 
words, we may operate without changing those for 3 years and see 
then by that time what type of operation and what kind of trend we 
have. 

When you go to the counties for individual farm-level purposes, 
we feel that about the same thing should apply to the acreage, that 
once it is established, this basic rate for 1952-53, that it should remain 
about the same, should be whatever yields have been established, and 
we feel that since we have not had yields in the previous program, that 
the county committee should establish or estimate or, in the event the 
producer could prove to their satisfaction an actual yield, that they 
should go along with that into the future, and that the individual, if 
he was ‘iswatiofied with his yield established by the county committee, 
that he could improve his yield as he moved into the future—but once 
he has decided on that course, we feel that he would have to stay with it. 

We think that this would remove the objections that we find in our 
discussions with the individual farmers, that they would go along 
with that type of a program. They do not want the individual-year 
program. They want to improve that in the light of their actual ex- 
perience in the future. 

Mr. Suorr. Just one more question, Mr. Hughes, if I may. 

Is the bushel allotment approach quite fair to the true wheat-pro- 
ducing areas? I ask that because it seems to me that on a per acre 
basis the production from some of the areas that have come into 
wheat production by virtue of price support, produce many more 
bushels per acre than we do in your country or my country, for instance. 

And I sometimes wonder whether this whole thing is going to be 
quite as fair as I would like to be, because of these climatic variations 
and other factors that affect to some extent the wheat production in 
these areas that I mention. 

Mr. Huenes. Congressman, that isa very good question. My answer 
to that would be about this. This is taken care of in two ways: First 
of all, we have had great difficulty in establishing an agreed-upon 
period of years in which the yield would be used. Some areas want it 
at least 5 years, and other areas where they had dry weather, wanted, 
instead of the last 5 years, they wanted 10 years previously. 

Sir, this is the reason for the factor, for the best consecutive 5-year 
average yield out of the last 25, because this left each county to pick 
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out its best year period, and we feel then that everyone has had the 
right to pick out their best period, and then as we moved into the 
future—under the current program, we in these areas that you speak 
of, Congressman, we have been losing our right to wheat, and the 
wheat has been shifting and it is hard to reverse the current situation, 
but we think that if we move into the future and we operate under this 
type of program, that some of these areas will discontinue producing 
wheat, they will not produce wheat that is an unsu ported product, 
and then after we get some experience in the way of the trend, then we 
might want to amend the law to provide that that trend be reflected in 
the marketing quotas of the future. 

But we think that it ought to be based on the actual experience rather 
than trying to anticipate at this time what would ee under this 
program and to try to provide for that by law now. elieve we better 
wait until we get experience. But I think that this approach may 
reverse the current trend and gradually shift the production of wheat 
into the wheat-producing areas. 

Mr. Suort. Thank you, Mr. Chairman, that is all. 

Mr. Avpert. Mr. Latta? 

Mr. Latra. Thank you, Mr. Chairman. I might say first, Mr. 
Hughes, that there is one feature of your program ‘that Ido like and 
that is it may remedy the injustice of the Stanley Yankus case. 

Having said that, I want to add that I am ‘concerned about the 
effect of this program on the world market price of wheat. I am 
wondering what it would do to our foreign market. 

Mr. Hueues. That is a very good question, Congressman, because 
some of the criticism of our program has been that it would be dumping 
in the world market. 

At the current time—I have the report of the export subsidy in effect 
on March 5 before me, and this provides that the ex — from the gulf 
coast range between 56 and 59 cents a bushel , depending upon the desti- 
nation; but that from the period July 1 on, ‘for any contracts that you 
sign currently, that there will be a shift on the new crop wheat, from 
July on, that the subsidy shall be from 30 to 33 cents. 

Now, Congressman, if we reduce the support price to 65 percent of 
parity from 75, we should adjust or reduce the export cabaidy 20 to 24 
cents a bushel ; but there would still be, based on this projected increase 
in July, about 6 cents export subsidy necessary, at least 6 cents. 

In other words, it would not change our price of our wheat in the 
world market at all. All it would do would be reduce the export 
subsidy necessary to move our wheat, reduce the price to the taxpayer. 
But it would not change our price of the wheat in the world market 
at all. 

Mr. Larra. I think that Mr. Short has covered some of the questions 
that I have noted. I do have one or two left, however. 

On the fixing of the bushels, I do think that there is the possibility 
that, considering the farmer with the better land, that this program 
might have the tendency to bring the value of his land to the same 
level in the county as the poorer land, and that he might be discrimi- 

nated against. 

Mr. Hucues. Well, only to the extent that in setting yields, your 
county committee would have the tendency, possibly, to pull yields 
together rather than set them at the extremes; but as we move into the 
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future, the individual who felt that he was unfairly treated would then 
have the right to prove his yields in the future and adjust to that. 

Mr. Larra. I see. 

Mr. Hucues. And I do not think that just because everyone has the 
same opportunity that anyone would be discriminated against. 

Mr. Larra. How would this work, though? For instance, let me 
give you the example of a farmer whose land was valued at $200, just 
to use a figure, and another whose land has a value of $700. Would 
it be fair for the county committee to use one yield average for the 
entire county ? 

Mr. Hucues. Well, sir, if that is a reflection of the productive 
capacity of that land, to produce wheat, yes, it would be considered 
in arriving at the yield between those farms. If it reflected some- 
thing else other than the productive capacity, it probably would not 


Mr. Larra. One further comment. This has to do with the type 
of wheat that is going into, say, pastry, soft wheat, and tying that 
into your program and the ‘approach of your program to this wheat 
problem, your program approaches the subject, perhaps, in a general 
sort of way. 

Now, if I am correct, the information before this committee has 
indicated that the soft wheat which goes into pastries is not contrib- 
uting to our surplus, and it occurs to me that possibly under this 
program we would be penalizing that kind of wheatgrower; isn’t 
that true? 

For instance, our soft red wheat is not in too great supply, it is 
just barely meeting the demands. Are you not penal izing your 
wheatgrower of this t type of wheat under the program ? 

Mr. Hucuers. Now, this is a very good question, and it is an impor- 
tant one. That is due to two things. 

In the first place, there has been a considerable shift in the soft 
bread winter wheat area from soft winter wheat to hard winter 
wheat, especially in Illinois, and I have seen some actual figures of 
this shift by the college, and I presume that it is less than some other 
States, but it has been a factor, that shift, and this has lessened the 
supply of soft winter wheat. 

When you get it on an actual production basis, we have plotted this 
down by areas and we find that there has been no reduction whatever 
in that area in the production of wheat although the acreage was 
reduced, because of the availability of fertilizer and moisture which 
enabled them to increase their yields much faster than in the plains 
areas where moisture is a limiting factor. This is one of the reasons 
for the amount of short supply of soft winter wheat. 

Another reason is that most of this wheat is grown in an area which 
has access to waterway transportation and the railroads, even where 
it has to move by rail, they are adjusted to compete with the water- 
way tr ansportation. 

We have had in the plains area a series of freight rate increases, 
some 10 or 12, since 1957, which increases have increased the cost of 
moving our w heat to the export market, and it is more for this reason 
that our wheat is not one that piles up in the plains area than this 
other area, and actually the production is reduced in our area and 
there is a market for it, but because of the rates to get it to the export 
market we are priced competitively out of the market. 
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This is a very sensitive point on our part because, in some of our 
States, Kansas, Nebraska, and Colorado, we have a program where 
we tax ourselves to provide funds to develop foreign markets. We 
have an office in Rotterdam where we try to promote the foreign 
market for wheat. 

We find that there is wheat moving into the export market that 
comes down because of this cheaper rate, and it is moving into the 
foreign market, and those people over there do not understand the 
difference between the wheat from the humid areas and that wheat 
coming from the plains areas. 

The point is, Congressman, there is an actual difference in the 
milling quality of the wheat, and they actually have to mix that with 
our softer wheat to improve the flour; but they do not get that kind 
of wheat; they get this other kind although they are still graded the 
same as ours under the grading system, and that is moving in there, 
and that is the reason we do not have that surplus, rather have a 
demand, but we are just cut out because of the freight rates. 

Mr. Larra. Are you telling the subcommittee, then, that the move- 
ment of this hard wheat, the regular wheat for pastry in Europe and 
other customers in the world, that movement depends on the freight 
rate—— 

Mr. Hucues. What I am saying is that the type of bread wheat 
that they need to mix with their domestic production is the type of 
wheat that is grown out in the rather dry, low humidity areas, wheats 
which would have the stronger protein and the stronger gluten; but 
that the wheat they are actually getting, since there is no difference 
in the grade, because of the location, making it possible to get it 
cheaper to the port, they are actually getting the wheat from this 
other area, and that is the reason there is not a surplus, and that rea- 
son is primarily because of the transportation rates within our own 
country. 

Mr. comes Well, is it not possible, also, that those people want that 
type of wheat to use in their pastries and in bread ¢ 

r. HueHes. Our investigations in Europe indicate to us, and we 
have had some agents over there, that it is just a misunderstanding. 
‘They do not understand. They want it for breadmaking primarily. 
They have a soft wheat of their own domestic production, but they 
do not have the hard, strong wheat, and there is a very great demand 
in Europe for that type of wheat, particularly for the Manitoba, for 
example, because they know that is a strong wheat. But they do not 
understand that we have similar types of hard winter wheat in our 
country and our grading system does not tell them because all that 
our grades say is one, two, three; they do not reflect the actual milling 
qualities. 

Mr. Larra. And that replaces the hard, winter wheat ? 

Mr. Hucues. For some uses, for bread flour, not for the pastry. 

Mr. Larra. I mean, that has caused a reduction in the demand for 
the soft wheat? 

Mr. Huaues. Well, not necessarily. There is a demand for the 
soft wheat for the pastry users. 

Mr. Larra. Isee. Thank you, Mr. Chairman. 

Mr. Auzert. Mr. Jones? 

Mr. Jones. Mr. Hughes, I would like to ask you one question. 
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I think that we agreed that on July 31 we are going to have some 
400 million additional bushels of wheat in this carryover. Is that 
correct ? 

Mr. Hugues. That is correct. 

Mr. Jones. What will happen to that wheat? Will most of that 
wheat be stored? How will it be taken care of? What will become 
of it? 

Mr. Hucues. Well, it will be stored in commercial elevators, pri- 
marily, over the country in the areas of production. 

Mr. Jones. Is there sufficient elevator capacity at this time to take 
care of that additional wheat ? 

Mr. Hueunes. I understand there is, Congressman, according to the 
surveys that have been made by the Commodity Credit Corporation, 
that there is available storage, either available or po nom ol 

Mr. Jones. You mean that there are storage facilities being con- 
structed at this time ? 

Mr. Hueues. Yes. 

Mr. Jones. Is that being constructed by private interests ? 

Mr. Hucues. Yes. There is no investment, as far as I know, by 
the Commodity Credit Corporation of additional storage facilities. 

Mr. Jones. What can you say as to the cost of storing that wheat? 

Mr Huaues. Well, there is a daily rate factor which is applied on 
a daily basis and which comes to a total of about 16.8 cents a bushel 
for the full year. 

Mr. Jones. Well, suppose we take the farmer who stores it on his 


farm. What do you usually figure it costs him to store his wheat ? 


Mr. Hueues. Well, I don’t know. You will probably get different 
answers from different individuals depending on the type of con- 
struction they have and how well it is constructed to keep the wheat 
in condition. And I may add that any kind of storage structure today 
requires considerable capital investment. 

The farmer that gets a loan on grain gets a little more in the loan 
than he would get if he delivered it to a commercial elevator and 
got a warehouse receipt reflecting the cost of the storage for the 
period until the loan comes due, and the farmer also has the oppor- 
tunity at the time that the loan comes due to resell the grain if it is 
in good condition on his farm, and if he does that he gets approxi- 
mately the same return as the commercial elevator does from the Com- 
modity Credit Corporation. 

Mr. Jones. These private grain storage facilities on the farms, do 
you believe they will increase ? 

Mr. Hueues. Well, it seems to me that we will be having consid- 
erable expansion of farm storage facilities, currently—— 

Mr. Jones. I am talking now about the semipermanent type of 
building, and I am asking you about the price for that semipermanent 
type of storage, storage buildings which would be satisfactory for 
the storage of grain on the farm. You certainly must have some sta- 
tistics about what that costs 

Mr. Hugues. Well, the cost, I would say just approximately would 
he a figure of roughly 25 cents a bushel to provide semipermanent 
saraeS. It has to be a rather large amount, however, to get that 
figure. 
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Mr. Jones. I believe that you were speaking about this metal 
storage similar to what we call Butler storage. 

Mr. Hucues. Yes. 

Mr. Jones. And would that cost them about 25 cents a bushel to 
construct ? 

Mr. Hueues. I think that is about right. It might be slightly more 
than that, but not too far. 

Mr. Jones. What is the av erage life of that type of storage? 

Mr. Hucues. Oh, I would guess 15 or 20 years, approximately. 

Mr. Jones. Over a period of years that would run to pretty low 
storage for the fellow on the farm, wouldn’t it ? 

Mr. Hucues. Well, if he has got it in storage, he also has got to be 
sure it is in condition. He cannot just put it in there. He has to 
be sure that it has the proper moisture content, and that it has been 
treated properly for insect infestation, to keep damage from occurring 
because of insects. 

He is also responsible for the quality of the wheat in the storage 
whereas if he takes it to the elevator and delivers it to the w arehouse, 
his responsibility for the quality is over. 

Mr. Jones. We have some information indicating that this wheat 
can be stored satisfactorily on the farm for 6 or 7 cents a bushel; is 
that too low a figure? 

Mr. Hueues. I would say that is a little too low. 

Mr. Jones. Well, if a person can build a storage for 25 cents a 
bushel, storage which you say would last for 10 or 15 years, that is 
considerably ‘less than that, isn’t it? 

Mr. Hucues. Well, that is true. However, that does not take into 
consideration the risks that you take. For instance, that wheat might 
go out of condition. 

You see, most of these farm structures are what is called the flat 
storage; they have no facilities for turning the grain and conditioning 
it, and there is considerably more risk of losing grain and having it 
go out of condition in those circumstaces than there is with a com- 
mercial elevator where they have facilities to turn it and treat it. 

Mr. Jones. In the commercial elevators that are used for storage, 
is there not a charge for taking the wheat in and taking it out? 

Mr. Hucues. That is right. 

Mr. Jones. And that is in addition to the 16 or 17 cents storage 
charge ? 

Mr. Hueues. Well, you have got the fee for receiving and loading 
it out in addition to the storage charge. 

Mr. Jones. What have you to say about the general impression that 
this type of storage is a pretty lucrative business ? 

Mr. Hvcnes. Well, that ‘seems to be the general impression. I 
might say, as part of our bill, we have made the recommendation that 
we need to do some long-range planning on these surpluses and decide 
whether some portion of them are good, that is, in the best interest of 
the Nation, as a national defense measure, and that this amount should 
be designated and this wheat should be set aside, and then if it is 
done this way, then the Commodity Credit Corporation would be in a 
position to contract for longer periods of time for this storage. 

Any warehouseman, I think, would say that he could a fford to ie 
it for a little lower figure if he knew that he had it there for 3 or ! 
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years than if he had it stored for a single year subject to call at any 
time. 

Mr. Jones. Well, do you recommend that we plan on providing 
even additional storage over what we have at this time and what is 
contemplated being constructed this year, that it would be good busi- 
ness to do it, or should we direct greater effort toward trying to reduce 
the amount we have in storage to avoid the additional investment? 
Which would be cheaper in the long run; would it be, if we could find 
some way to just eliminate that surplus rather than build more 
storage ¢ 

Mr. Hueues. Well, that certainly is the way we should go and that 
is the basis of our bill, that is, it would completely stop any further 
buildup of Commodity Credit Corporation. stocks and gradually re- 
duce them. 

We think that the surpluses are bad and any further buildup of 
them is bad, and not in the best interest of anyone, 

Mr. Jones. Let me ask you this, Mr. Hughes. When you have 
storage facilities available, don’t you think that there is at least an 
incentive to try to fill that storage space ? 

Mr. Hueues. I think there would be an incentive. The people have 
their money invested in it, and they have taken considerable risks in 
expanding their storage facilities to take care of the surplus, and 
they are going to be even more concerned, I am sure, if the supply is 
reduced. 

Mr. Jones. Well, is there any indication that the people who have 
their money invested in these storage facilities are constituting a lobby 
to continue these surpluses ? 

Mr. Hueuers. Well, I think, Mr. Congressman, that you probably 
would be in a better position to know that than I would. Lassume 

Mr. Avzert. I have not found one yet that wants it reduced. 

Do you have any more questions ? 

Mr. Jonrs. One more question, Mr. Chairman. 

Do you agree with the Department when they said here the other 
day that this country could produce all of the wheat that could be 
distributed or sold in the domestic and export trade on 40 million 
acres of land ? 

Mr. Hugues. Based on the current yield estimates, that is probably 
correct. 

Mr. Jones. That is what? 

Mr. Hugues, That is about correct. 

Mr. Avsert. The Department, I think, said 45 million. 

Mr. Hucues. Well, it depends, of course, on the volume of exports. 

Mr. Jones. Thank you very much. 

Mr. Ager. May I ask you this one question ? 

If an extr aordinary export situation were to develop, requiring 
increased exports, would that be from the CCC surplus stocks and 
would it be an additional reduction from the Commodity Credit Cor- 
poration supplies ? 

Mr. Huanes. Yes. 

Mr. Atzert. Not taking into account the normal allotment? 

Mr. Huenes. Well, if it were not included in the estimates of the 


exports and it occurred afterward, then it would come out of the 
CCC. 
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Mr. Arsert. And you would have a chance, perhaps, to have more 
than this 75? 

Mr. Hueues. That is right. 

Mr. Larra. One more question, if you please, Mr. Chairman. 

Mr. Ausert. All right, Mr. Latta. 

Mr. Latra. Going back to the exports, do you still have to have, in 
the export trade, the stabilization certificate ? 

Mr. Hucues. No, the stabilization certificate is not required on 
export wheat. 

Mr. Latra. Well, how will this work out—does the export wheat 
have price support, Mr. Hughes? 

Mr. Hvucues. Yes, on the export wheat and the domestic food 
wheat, there would be available price support. 

Mr. Latra. Then it would be 65 percent parity ? 

Mr. Hucues. Sixty-five percent of parity, but the stabilization cer- 
tificate would be available only on the domestic food portion of that, 
and the miller would be the one who would pay it into the Commodity 
Credit Corporation’s revolving fund. 

The farmer who did not qualify for this certificate by not retiring 
20 percent of his wheat past acreage to the conservation reserve, he 
would not get it. He would have to do that to be eligible for it. 

Mr. Latra. Could you not take the surplus over and above what 
the farmer raises on the 65-35, and put that into our export market 
and undersell any other country / : 

Mr. Hucues. No, we could not do that without completely wrecking 
the world market. The world trade in wheat is comparatively inelas- 
tic. It is somewhat like our domestic food market. 

Mr. Larra. Well, there would be a gain, as far as the amount of 
wheat we are selling in the world ? 

Mr. Hueues. That is right. This has no effect upon that. And our 
Public Law 480 program does have an effect on this, but with this mar- 
keting quota, anything exported either for dollars or in any manner, if 
it is in the picture at the time the marketing allotment is set up, it 
would be included in the marketing allotment; if the need for it shows 
up after the marketing allotment for that was made, then it would 
be in addition to the 75 million, but none of the free wheat could move 
into that market. 

Mr. Larra. I see. Thank you. 

Mr. Ausert. Mr. Poage? 

Mr. Poacre. Mr. Hughes, I want to ask some questions of you as 
an expert in this field of wheat. 

As I understand it, the support on the wheat to be exported under 
your proposal is at 65 percent parity ? 

Mr. Hueues. That 1s right, sir. 

Mr. Poacer. By a loan, just as we have today. 

Mr. Hucues. Yes. 

Mr. Poace. What is the present world price of wheat ? 

Mr. Hucues. The world price of wheat 

Mr. Poace. In terms of parity, I mean? 

Mr. Hucues. What is it, $1.70, Mr. Root ? 

Mr. Roor. Our loan price today is about $1.81. 

Mr. Poace. I know the loan price, but what I am asking is the world 
price without the subsidy. 
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Mr. Roor. Our subsidy is about 40 cents, so that would make the 
world price on the west coast about $1.41. nao} 

Mr. Hveues. I think that is about right, sir. I think it is about 

1.41. 
, Mr. Poaae. In other words, the world market is about $1.41? 

Mr. Hueues. At our ports. 

Mr. Poace. That is the world price? 

Mr. Huaues. Yes. 

Mr. Poacr. What percentage of parity is that ? 

Mr. Hueues. Well, the parity is about $2.36 currently, so it would 
be whatever percentage that would be. It would be about 60, wouldn’t 
it? 

Mr. Roor. Approximately. 

Mr. Hucues. About 60 percent of parity. 

Mr. Poacer. 60 percent of parity, and then that means that all of 
the wheat would go into loan, does it not, all of your wheat for both 
food and export? 

Mr. Huaues. No, it would not, Congressman; it would not go into 
loan and we think there would be very little of it that would go into 
loan under this program because the amount that would be eligible for 
loan would be restricted to an amount, 75 million bushels less than 
there was a market for. And your maximum market would be, com- 
bined, your food and export market, minus 75 million bushels. 

Mr. Poace. But there is an export market of only 60 percent parity 
and a loan program of 65 percent. It would seem that wheat will not 
move into the world market ? 

Mr. Hucnes. Well, there will be an export subsidy just like now, 
but at a much reduced amount. 

Mr. Poace. You mean that you would pay the export subsidy, 
then; you would make the loan—and then there is the certificate; in 
other words, you would have three payments? 

Mr. Hucues. No. There would be a loan on the 65 percent parity 
on what was allowed to go to market, and now, the market price might 
be above that loan rate in view of the restricted amount of wheat that 
could be moved, so the market price would probably be at the support 
rate, or slightly above. 

Mr. Poacr. The domestic price would possibly be, but why would 
the export price go above the loan ? 

Mr. Hueues. Well, the export price would be below, and it would 
require, as is currently done, an export subsidy which recognizes the 
difference between the domestic price and world price. This is paid 
to the exporter, and this would still be done but at a lower rate. 

Mr. Poage. Well, now, let us see what this would cost. What do 
you figure are the costs of our exports ? 

Mr. Hueues. Well, it has averaged this year about 40 cents a bushel, 
and we are reducing the support price 10 percent of parity, and parity 
is $2.36, so if you have got the full reduction on the market price, 
you would be reducing about 23.6 cents per bushel, and there would 
still be some export subsidy required, but less. 

Mr. Poage. It would be about 20 cents a bushel ? 

Mr. Hucues. Yes. 

Mr. Poage. In other words, it would be about half what it is now? 

Mr. Hueues. Or less. 


38449—59—_—7 











92 WHEAT 


Mr. Poace. And the proposed subsidy would run what ? 

Mr. Hucues. Well, the subsidy is a varying rate. In the harvest 
period, it gets down pretty low. I might add that they are publish- 
ing today a subsidy rate on shipments after July 1 for the gulf rang- 
ing from 30 cents to 20 cents a bushel, about. 

{r. Poace. And:-how much are you exporting $ 

Mr. Hucues. Well, currently it is 450 million bushels, under this 
bill 

Mr. Poace. And do you feel that that figure will change? 

Mr. Hueues. Well, that will have to be surveyed each year and 
your national marketing allotment will have to be adjusted accord- 
ingly. 

Mr. Poagcr. And if it is 20 cents a bushel subsidy, that amounts to 
$100 million, isn’t that it ? 

Mr. Hucuers. Yes. 

Mr. Poace. The subsidy falls somewhere in the neighborhood of 
$100 million; isn’t that right ? 

Mr. Huenes. Yes. 

Mr. Poace. Now, how much do you contemplate would go into 
loans ? 

Mr. Hugues. We do not think that there would be any loans, that 
is, any loss on loans because you would be exporting less than there 
is a market demand for, and unless there were more than 75 million 
bushels moving out of the CCC stocks, there would not be any take- 
over. If more than 75 million moved out of the Commodity Credit 
Corporation during the year, then you might take the difference 
back over. 

Mr. Poace. Your bill figures on moving more than 75 million? 

Mr. Hueues. No. 

Mr. Poage. Why shouldn’t it ? 

Mr. Hucues. Well, no, it just estimates that in establishing the na- 
tional marketing allotment, they will estimate the food and export 
and then they will take 75 million off of that and establish that as the 
maximum allotment to all individual farmers over the country. 

Mr. Poags. Then don’t you think it would be a good idea to limit 
the amount that could come into the market each year? 

Mr. Hugues. No, I don’t think so, sir, because if there was an un- 
precedented demand that showed up, it would just reduce the Com- 
modity Credit Corporation stock that much faster. 

Mr. Poaes. And is that allowed for under this bill ? 

Mr. Huenes. If that could be seen to occur at the time that the 
national marketing allotment was set, it would be included in the 
allotment to the individual farmer. 

Mr. Poace. Well, I understand that, but now let us assume that the 
Secretary deliberately broke the market, because there is nothing to 
keep him from it, is there ? 

Mr. Hueues. Well, yes, he could not sell Commodity Credit Cor- 
poration stocks into the domestic market now or under this program 
at less than 175 percent of the support price, and currently they are 
not selling 








Mr. Poace. Yes, but he can export at any price that he wants to? 

Mr. Hueues. I guess he has that authority. 

Mr. Poacr. He has, under the law. Authority is now given to him 
to sell at any price that he wants to. 
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Mr. Hucues. Under the current operations, however, the exporter 
buys this wheat in the open market, and all he gets out of the Com- 
modity Credit Corporation stocks is the certificate for the subsidy 
which is paid in kind out of stock—— 

Mr. Poacer. I know that, but I am talking about the possibility that 
the Secretary, if he wants to change the amount of the CCC stock, 
would that not be costly ¢ 

Mr. Hueues. Well, I would not say it would be costly, if he dis- 
posed of more of the CCC stocks than (5 million, then you might have 
a little bit of an inflow, but your net production would still be 75 
million of the CCC. 

Mr. Poace. Well, how much would they have to pay—and, under- 
stand, I am not arguing that this is bad, this might be a good thing 
to do, but it costs money, doesn’t it, to do it, because if he sells more 
than the 75 million bushels in the export market, then, obviously, there 
would be wheat going into the loan ? 

Mr. Huacues. Yes. 

Mr. Poace. And when it goes out, it is going to go out, presumably, 
at a lower price? 

Mr. Huaues. Yes; that is true today on a much bigger volume than 
we are proposing under this. 

Mr. Poace. So then we have the possibility of some cost there. How 
much is it going to cost to make the direct payments; would it be 
around 78 cents? 

Mr. Hvueues. I believe it would be about 80 cents, because 485 mil- 
lion bushels, roughly, it would be 80 times that, or a little over 400 
million. 

Mr. Poagr. And that would be paid, of course, by Americans. I 
mean, it will not come out of the public treasury, but it will be paid by 
Americans. 

I might make one last observation along that line, that I do not 
think that that would add to the cost of a loaf of bread by 1 penny, 
and I think it is perfectly foolish to argue that it would. You will 
remember that when wheat was sold at $2.25, bread costs 50 percent 
less than it costs today with wheat selling at $1.80, and I do not think 
that that $400 million is going to be felt by the consumer. 

I am not trying to condemn this proposal, but I am just trying to 
find out what is actually the cost. It seems to me that what you have 
here, possibly, is $180 million of exports subsidy. 

Mr. Hueuers. That will be probably $100 million less than we paid 
out under the current— 

Mr. Poacr. I understand that, but I think that you have about $100 
million in the way of exports subsidy, and you have a loan cost that 
nobody can be sure of. Frankly, I would feel much better if you 
would put a limit on what CCC can sell. I do not think that there 
will be any loan cost if you limit the amount that CCC can put into 
the market, but I think that you can break it if you do not limit it, and 
if you do that then I do not think that you will have any cost as a 
result of the loan, and the only other cost is this certificate. 

I think that you should put these figures down on paper and look at 
them and see what the program is going to cost you. That is all I am 
trying to get at, what it will cost. 

Mr. Hueues. Well, our analysis, which is part of my statement on 
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Credit Corporation reduction, would be a savings of $188 million a 
year. 

Mr. Poace. One other thing that I have in mind. I believe you 
suggested that we would probably grow some 30 million bushels more 
or plant some 30 million bushels more of wheat if we removed all of 
these acreage restrictions on wheat and 

Mr. Hueues. That is not firm, that is somewhat of a maximum 
— We do not think it would be in excess of that. It might be 

ess. 

Mr. Poace. All right, it might be what ? 

Mr. Hueues. It might be less. 

Mr. Poace. Well, “might be.” I think it would be less. 

Mr. Hueues. Yes, I think you are probably right. 

Mr. Poace. Why should I take land out of grain sorghums or other 
grains that might produce twice as much per acre as wheat, and put 
in wheat, if I could sell that wheat only at what it will bring for 
feed ? 

Mr. Hugues. Well, for one thing, Congressman, there are large 
areas in the country where grain sorghums—for example, in Texas 
the grain sorghums do wonderfully, but as you move north and the 
growing seasons become shorter 

Mr. Poace. I know what you are driving at, there they grow corn 
or barley. 

Mr. Hueues. They try to grow corn, or barley, or most anything, 
but none of them satisfy the farmer or are quite as adaptable to the 
machinery or to the seasons as wheat, in those areas, and even though 
wheat would yield a lower tonnage per acre, most of our growers in, 
say, western Kansas and from there on north, would rather grow 
wheat, rather than feed grains, just because it fits into their opera- 
tions better and probably with a lower cost of production than for 
feed grains. 

Mr. Poacr. Can they not grow more feed units from barley per 
acre than they can from wheat ? 

Mr. Huenes. That is true, but my cost of production is higher 
than for wheat because it is a more hazardous crop and it would 
have to have a different type of machinery and that is true, par- 
ticularly, of the grain sorghums. 

Mr. Poage. Right now I am not talking about grain sorghums,. 
If a farmer was growing barley or oats, why would he not continue 
to grow them instead of putting in more wheat ? 

Mr. Hucues. Well, I think the farmer would prefer to grow the 
ene There is less trouble. The unit cost of production would be 

ower 

Mr. Poacr. Well, now, I don’t understand that. What is cheap- 
er about wheat ? 

Mr. Hueues. Well, take for example hail storms. I am in a high- 
risk area and I can get a hail storm that might damage my wheat 
20 percent, but it might damage my barley from 70 to 90 percent 
because it is less resistant to things like that, and it would affect my 
cost of production. 

Mr. Poace. Thank you. That is all I have. 

Mr. Jones (presiding). It is now 12 o’clock, but I believe that 
counsel has one or two questions, 
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Mr. Hermpurcer. Mr. Hughes, there seems to be one aspect of this 
on which you have not touched and that is the cost that wouid be in- 
curred by the farmer placing part of his wheatland, not less than 20 
percent or not more than 50 percent, in the conservation reserve. 

Mr. Hueues. That is correct. 

Mr. Hermeurcer. What do you estimate the cost of this will be? 

Mr. Huaues. The reason that we did not include this in our cost 
study at the time we worked up the cost study is that we thought that 
at the ending of the acreage reserve program, the Secretary would 
ask for an increased appropriation to expand the conservation re- 
serve, and if this could be done, then it would be done this way and 
it should not be charged against our program. 

However, since he did not do that, then we would have to figure the 
cost. 

Through the Plains area, where the big acreage of this wheat is 

rown and where this 20 percent would be more applicable, the rate 
is from $9 to $11 an acre and so that if we would use a $10 figure, then 
it would come somewhere around $150 million, certainly it would be 
between $120 million and $175 million, somewhere in that area. 

Mr. Hermpurcer. For the conservation 

Mr. Hueues. For the conservation as a whole. 

Mr. Hermpvurcer. Let us come back again to the farmer who, let us 
say, is a farmer in the eastern part of our country, who has been 
growing consistently 35 or 40 acres of wheat and who fed it all to his 
chickens or his cattle or something. However, he was growing it 
back in 1952 and 1953, so he has a base. 

Mr. Hueues. Yes. 

Mr. Hermepurcer. He will get an allotment, bushelage allotment, a 
quota, also? 

Mr. Hugues. Yes. 

Mr. Hermpvureer. He has not sent any wheat into the market. Will 
he be paid his domestic consumption, receive his domestic consumption 
payment, whether he markets his wheat or not? 

Mr. Hucues. Yes, and all he has to qualify for it is to plant an acre- 
age with a normal yield for his farm, the normal yield that his farm 
would produce, and the certificate—he would have to retire 20 percent 
in the reserve and then he would be eligible, regardless of what he 
does with the wheat he raises. 

Mr. Hermepurcer. That brings up another question that you may 
have partially answered. 

Does a farmer actually have to plant wheat? 

Mr. Huacues. Yes. 

Mr. Hermpurcer. In order to receive his domestic consumption 
payment ? 

r. Hucues. Yes. He has to plant the acreage. 

Mr. Hermpuraer. Does he have to plant the acreage in any year in 
order to receive his allotment or quota ? 

Mr. Hugues. No. 

Mr. Hermeurcer. In other words, if a farmer in an area, decided 
to curtail, to go on a one-cylinder operation instead of two cylinders, 
and plant every other year, plant it all the next year, can he do that? 

Mr. Huaues. Yes. 

Mr. Hermeureer. His quota would continue and he could plant 
twice as much as he expected to market this year, harvest it and sell 
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his quota and store the rest of it, and get his quota again, even though 
he did not plant an acre of wheat the second year ? 

Mr. Hucues. The only thing that I could see that would affect that, 
that you would have to take care of in a regulation, is that he had been 
planting in the 2 years an acreage sufficient to provide at the normal 
yield the amount of his domestic certificate. This could be done 

Mr. Hermpurcer. You understand, I am not objecting to this at all. 

Mr. Hueunes. Surely, I understand. 

Mr. HermBurcer. I am trying to see what it adds up to. 

Now, let me again ask, because it is not quite clear to me: 

When the farmer goes to the elevator to sell his wheat, he will have 
a market card on which a certain number of bushels is indicated ? 

Mr. Huenes. Yes. 

Mr. Hermpurcer. What price will he receive from the elevator op- 
erator for this bushelage indicated on his card ? 

Mr. Hucues. Whatever the market price is, as long as it is based on 
the support level as it is now, and the support level, 65 percent 
parity 

Mr. Hermpurcer. In other words, you are assuming that the sup- 
port price applies only to this marketable, or let us say, quota-able 
ee it will receive the market price at approximately the support 

evel ? 

Mr. Hugues. Or slightly above. 

Mr. Hermpurcer. Then for the remainder of the wheat, suppose he 
sells it, he will receive whatever the feed wheat price is? 

Mr. Hucues. Whatever the demand for the wheat is. 

Mr. Hermpcurcer. Whatever the market price is for the wheat ? 

Mr. Hucues. Yes. 

Mr. Hermpurcer. So he will actually have wheat at two different 
prices, even though it might be in the same elevator and possibly in the 
same truck ¢ 

Mr. Hucues. Yes. 

Mr. Hermpurcer. The elevator man doesn’t receive this quota wheat, 
identified as 

Mr. Huceues. That is right. 

Mr. Hermpurcer. Such. He simply buys it along with a certain 
portion of his bushelage and quota, the marketing quota, so that then 
naturally the elevator operator, when he goes to sell his carload of 
wheat, is going to pick out the better wheat out of what he has in his 
stock and offer that for sale and hopes that he gets a little higher price 
for it? 

Mr. Hvuceues. That is right. 

Mr. Hermevrcer. So that there will be an automatic adjustment 
there between grades every time the wheat moves from one elevator to 
another ? 

Mr. Hueues. It should move the best wheat into the milling and ex- 
port channels. 

Mr. Hermpurcer. Thank you. I think that is all the questions I 
have, Mr. Chairman. 

Mr. Jones (presiding). If there are no further questions from the 
members of the committee, we will stand in recess until 10 o’clock 
tomorrow morning. 

(Whereupon, at 12:05 p.m., a recess was taken to reconvene at 10 
a.m., the following day, March 11, 1959.) 
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WHEAT PRICE SUPPORTS AND MARKETING QUOTAS 


WEDNESDAY, MARCH 11, 1959 


Hovse or REPRESENTATIVES, 
Commopiry SUBCOMMITTEE ON WHEAT OF 
THE COMMITTEE ON AGRICULTURE, 
Washington, D.C. 

The subcommittee met, pursuant to recess, at 10 a.m., in room 1310, 
New House Office Building, Hon. Carl Albert (chairman of the sub- 
committee) presiding. 

Present: Representatives Albert, Breeding, Belcher, Smith of 
Kansas, Short, and Latta. 

Also present: Representatives Poage, Jennings, Johnson of Wis- 
consin, McGovern, Mrs. May, Dague, and Burdick. 

John J. Heimburger, counsel; Hyde Murray, assistant clerk; and 
Francis M. LeMay, consultant. 

Mr. Atsert. The subcommittee will please come to order. 

This morning we are continuing our wheat hearings by hearing 
representatives of the National Farmers Union. We have with us 
this morning, representing that great organization, a man well known 
to the committee, Mr. John Baker. Will you come forward and 
bring such of your associates as you desire. 


STATEMENT OF JOHN BAKER, NATIONAL FARMERS UNION; AC- 
COMPANIED BY LAIL SCHMIDT, CHAIRMAN OF THE BOARD, 
ROCKY MOUNTAIN FARMERS UNION, LAMAR, COLO.; ALFRED 
JOHNSON, SOUTH DAKOTA FARMERS UNION, HURON, S. DAK.; 
EUGENE STEELE, NORTH STAR ROUTE, DODGE CITY, KANS., MEM- 
BER, BOARD OF DIRECTORS, KANSAS FARMERS UNION; GORDON 
TWEDT, MEMBER, BOARD OF DIRECTORS, MONTANA FARMERS 
UNION, RUDYARD, MONT.; RICHARD JOYCE, VICE PRESIDENT, 
NORTH DAKOTA FARMERS UNION, JAMESTOWN, N. DAK.; RAY W. 
MANN, SHERIDAN COUNTY, MONT.; AND WILLIAM D. DANIELS, 
CIMARRON, KANS. 


Mr. Baxer. Mr. Schmidt is the chairman of our group this morn- 


ing. 

Mr. ABert. We will be glad to hear from you, Mr. Schmidt. And 
we will appreciate your stating your name and title and address and 
those of your associates. 

Mr. Scumipr. Mr. Chairman and members of the committee, I am 
Lail Schmidt of Lamar, Colo., chairman of the Rocky Mountain 
Farmers Union Board. 
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We wish to thank you for giving us this time this morning. 

And over the past few asia, through a series of different meet- 
ings held over the area, both in the organization as well as State and 
national wheat grower meetings, we have here this morning a group 
of producers of wheat. And in the presentation that we have this 
morning, with your permission, we would like for different men 
seated here to have a part in this statement as they go along. And 
these gentlemen represent five wheat-growing States. So, with your 
permission, I will lead off and then introduce these gentlemen as their 
part comes up. 

Mr. Ausert. You may proceed in your own way. 


STATEMENT OF LAIL SCHMIDT, CHAIRMAN OF THE BOARD, ROCKY 
MOUNTAIN FARMERS UNION, LAMAR, COLO. 


Mr. Scumipt. Thank you. 

As your subcommittee is well aware, the Benson farm philosophy 
is based on the economic theory that the most simple and effective 
way to control production is by reducing price when less volume is 
desired. 

This theory is completely false when applied to agriculture. The 
reaction of Somat to lower prices has always tended in the oppo- 
site direction. Instead of producing less when prices drop, they seek 
to produce more total units to make up for the per unit loss in price. 
Agricultural records, both past and present, fully support this conten- 
tion. 

Nevertheless, administrative policy in recent years has persistently 
favored the flexible price support or sliding scale theory. The Sec- 
retary of Agriculture has maintained a relentless drive for lower and 
lower prices on wheat and other basic commodities and is still doing 
so. The results have been disastrous as now is well known. 

Far from accomplishing the stated objective of decreased produc- 
tion of commodities in surplus, the Benson policy has succeeded only 
in decreasing farm income. On the other sitle of the coin, there have 

n some increases, but these also have been undesirable ones—in- 
creased production of surpluses, increased carryovers of surpluses, 
increased Government costs, and increased waste of human, soil, and 
water resources. 

Scientific and technological advances in seed improvement, as well 
as in tillage and harvesting methods, have brought about a progres- 
sive increase in production per acre. And, as is particularly true 
of wheat, a year of abnormally high yields, due to an exceptional- 
ly favorable growing season, can result in a terrific oversupply and 
storage problem to the Government under the present program. This 
possibility became a dramatic fact in the year just past when a rec- 
ord national average yield of 27 bushels per harvested acre totaled 
an alltime high wheat crop of 1,462,218,000 bushels. And, under the 
existing program, the Government was obligated to support all com- 
pliance wheat. 

In view of this and similar experiences, Farmers Union maintains 
that acreage controls must give way to marketing regulation which 
is based primarily upon units delivered to market, not on acres seeded 
or acres harvested. 
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We wish to emphasize, also, that one of the great weaknesses in the 
existing program is that with only minor exceptions there is no limi- 
tation on the extent to which huge commercial operations may par- 
ticipate fully in the various benefits. Farmers Union has insisted 
constantly that this was an unsound policy. This policy has brought 
about some abuses in the pregram which have been detrimental both 
to farmers themselves and to the general public. This situation should 
be corrected in any new wheat legislation that may be written. The 
trend toward factories in the field or vertical integration controlled 
by off-farm interests should not be encouraged or subsidized by the 
Federal Government. 

Another adverse trend of the existing program has been legal 
and administrative deficiencies which encouraged excess planting 
and production. Often those who practiced strict compliance have 
felt that they were penalized for so doing in view of the fact that 
noncooperators gained additional base acreage as well as addition- 
al bushels to sell, especially in high yield years. Part of this loop- 
hole has now been closed but other loopholes still exist. Still another 
weakness has been that administrative authority has been withdrawn 
from the elected committees. And in recent years, even the elec- 
tion of those comittees has, by administrative ruling, been restricted 
by the Secretary. This, also, must be corrected. 


WHY A FARM PROGRAM IS ESSENTIAL 


In the United States, 65 percent of the raw materials for indus- 
try come from our farms and ranches. Approximately 37 percent 
of the population is dependent upon agriculture directly or indirect-' 
ly for jobs and income. Consequently, the stability and welfare of 
all economic groups is closely interrelated to that of agriculture. 
Nearly all of our depressions have been farm led and farm fed. The 
whole economy moves forward, or is retarded, in a close relationship 
to the situation out on the farm. 

Some 414 million farmers, living independently, both on a geo- 
graphic and an operating basis, and producing approximately 250 

ifferent commodities in diverse areas, have a terrific handicap in 
organizing for effective bargaining power in the market. They are, 
in the absence of Government programs, forced to be “price takers” 
as opposed to “price setters.” The price they receive is governed 
almost entirely by actual or potential supplies on the market with no 
relationship to costs of production or the actual food value of the 
commodity. Consequently, an excess supply of as little as 1 percent 
of farm food commodities as a whole can cause a drop of 10 to 12 
percent in market price—not just on the excess, but on the entire 
volume marketed. 

The American farmer and rancher is entitled to a fair return for 
labor and investment comparable to that of other groups. His op- 
eration requires many technical skills; it demands seasoned judgment ; 
it involves long hours of hard work; and it requires higher than av- 
erage managerial ability. 

His dollar investment is large and continues to grow from year to 
year with increasing land prices and costs of production supplies and 
equipment. A recent study in the Corn Belt reveals that the farm in- 
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vestment there per worker is $50,000 as compared to an investment 
of $15,000 per worker in industry. In other words, farmers have 
about $3 invested in production for every $1 invested by those who 
process the commodity. 

Now, Mr. Chairman, I would like to call on Alfred Johnson, South 
Dakota Farmers Union, to give his part of the testimony. 

Mr. Axpert. Very well, Mr. Johnson, you may proceed. 


STATEMENT OF ALFRED JOHNSON, SOUTH DAKOTA FARMERS 
UNION, HURON, S. DAK. 


Mr. Jonnson. Mr. Chairman and members of the committee, the 
President’s recommendations offered no solution in his 1959 farm 
message. 


THE PRESIDENT’S RECOMMENDATIONS OFFERED NO SOLUTION 


In his 1959 farm message the President and the Secretary of Agri- 
culture recommended proposals which can be summed up as follows: 

1. Cut the SOPPOR price either by 0-90 percent of parity discretion- 
ary supports or by a system of supports based on 75 to 90 percent of 
recent market prices, eliminate production controls and try to at- 
tract excess wheat land into the soil bank conservation reserve; or 

2. Cut the support price, cut acreage allotments and tighten up on 
compliance exemptions. 

With the possible exception of tightening up on compliance ex- 
emptions, we in Farmers Union fail to see any corrective trend in 
these proposals. Neither is acceptable. By no stretch of the imagi- 
nation can we see where the elimination of production controls can 
be a cure for the huge carryovers which now exist. And as for pro- 
posal No. 2 to cut both the support price and the acreage allotments, 
we feel positive that wheat growers will not vote for that in a referen- 
dum; neither would they comply. Thus, the problem would become 
intensified. 

I should now like to point out what will happen to support prices 
for wheat by basing supports on recent market averages which is one 
of the possibilities the President suggested favorably for lowering 
supports: 


Calculation of price support floor based on not less than 75 percent of average 
market price received by farmers in preceding 3 years 
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Then you will notice we dropped in 1956 to $1.97 and we have taken 
$1.93 and $1.72, to get the average — of $1.28. Take 1961—still 
dropping and we come to $1.72, $1.40, $1.28, and an average of $1.47. 

Then come to 1962—$1.40, $1.28, $1.20. 

Now you will notice the $1.10 here. And we got $1.20 over here. 
Také the feed value of wheat compared to the corn, as the value at 
105 percent, it increased from $1.10 to $1.20 and then you can see what 
happens to the price from there on. 

We submit to the committee that this is anything but a sound pro- 

osal. His recommendations are still largely b on the erroneous 
theory that lower prices will result in lower production. As in the 
past, there can be but one noticeable result—lower income to wheat 
farmers. 

I should like now to point out some facts of modern agriculture 
which cannot be reconciled with lower prices for wheat: 

At about the time of World War II a wheat farmer with 1,000 acres 
needed from $7,000 té6 $10,000 worth of machinery. Now he must 
have from $40,000 to $50,000 worth. A modern combine, alone, now 
costs from $8,000 to $10,000. Repairs have skyrocketed in price. 
Fuel, labor, taxes, and all other costs continue to rise. While the na- 
tional average yield of wheat per acre has shown about an 18-percent 
increase in this same period, operating investment and costs have 
jumped many times more than that. Here are some examples based 
upon figures taken from the 1957 USDA edition of agricultural 
statistics: 

From 1945 to 1956: Farm machinery, up 90 percent; farm supplies, up 34 
percent; building and fencing material, up 93 percent; interest per acre, up 100 
percent ; taxes per acre, up 119 percent; price supports, up 17 percent. 

I should like to say that the recommendations made by the Presi- 
dent will, in our opinion, surely make matters worse. His stated ob- 
jective of easing production controls is completely contrary to the 
facts of the wheat situation. Our wheat farmers will agree almost 
unanimously, I am sure, that the wheat industry is now capable of pro- 
ducing from year to year far more wheat than can conceivably be 
consumed or sold in any market now known, either domestic or for- 
eign, and that unrestrictive production would be disastrous, not only 
to those of us who produce wheat, but also to corn and other feed 
grain producers and to the livestock industry. We, therefore, want 
to proceed on a diligent and intelligent basis to work out a sound and 
workable program of regulation that will be fair to all concerned. 


DETERMINATION AND DISTRIBUTION OF NATIONAL MARKETING QUOTA 


[ should like now to analyze some of the provisions of other pro- 
posals which have been made in the form of bills recently introduced 
in both the House and the Senate. 

_ These all divide the total supply of wheat into domestic consump- 
tion and export portions and consider each as being essential to the 
maintenance of a sound national economy. 

Other points on which we agree with proposals so far announced 
are that acreage allotments be clianisiated in future attempts to bal- 








102 WHEAT 
ance supply with demand and that the quotas based on bushels mar- 
keting be substituted therefor. 

For purposes of establishing quotas for each State, county, and farm 
the average of acres planted to wheat in 1952 and 1953 be used as the 
base from which to begin such calculations. This is a sound recommen- 
dation, in our opinion. It goes back to a period when for many years 
there had been a heavy export demand for wheat and no allotments 
invoked. From the standpoint of an equitable apportionment of mar- 
keting quotas (treating all farmers alike) it would seem to be fair to 
all concerned. Any loss of base or increase in base that has occurred 
since 1953 would be eliminated, thus precluding a lot of controversy 
over what may have been fair or unfair at the time in connection with 
such adjustments. 

Strictly on the subject of establishing the share of the national mar- 
keting quota in each case, various formulas are presented. For 
instance, a reserve of from 1 to 5 percent is proposed to be set aside 
for apportionment by the Secretary to areas where special situations 
call for an adjustment in the base acreage which applied to such area 
in the years 1952 and 1953. In this connection, we prefer the larger 
reserve of up to 5 percent. We believe that this much will be needed 
by the Secretary through farm committees to make the necessary and 
proper adjustments.' We also believe that the following situations 
should all be taken into account in determining need : 

1. New areas coming into production since 1953 because of reclama- 
tion or similar development. 

2. To relieve ei cases where the acreage is presently far too 
small for an economic unit. 

3. To make allowance for areas where production of alternate crops 
is not feasible and to promote good soil and water conservation. 

4. To promote the most equitable distribution possible. 

In determining average of normal yield, we would recommend that 
the 5 highest yielding years in the most recent 10 years be used as the 
formula for State and county quotas. Our reason for so doing is that 
this would include the year 1958 which was a generally high yield year 
all over the wheat area, and further it would be a means for eliminatin 
drought years of low yield or no yield at all which occurred in much 0 
the wheat country during the past 10 years. 

As the most equitable formula for determining the eligibility of a 
farm for its proportionate share of the county quota, we would recom- 
mend including those on which wheat has apt planted during any 
2 of the 5 crop years immediately preceding the marketing year in 
which the nage is made and which also had wheat acreage 
planted for the 1952 or 1953 crops. We make this recommendation 
in the interest of farmers to allow for the abnormal drought situation 
in much of the grain belt during recent years. We think it a more 
equitable formula than the one using the most recent 5 years as pro- 
posed in some of the legislation before this subcommittee. 

All wheat bills which are before your subcommittee set aside a 
security reserve for wheat to be owned by Commodity Credit Cor- 
poration and to be used only in case of war or other national emer- 
gency proclaimed by the President. We consider this an excellent 
proposal, and recommend that such reserve be maintained in an amount 
not less than 600 million bushels. 








WHEAT 103 


Mr. Scumipr. Mr. Chairman, I would now like to present Eugene 
Steele, a member of the board of the Kansas Farmers Union. 

Mr. Avsert. We will be glad to hear from you, Mr. Steele, at this 
time. 

Mr. Streeter. Mr. Chairman and members of the committee, I would 
also like to introduce my coworker, Bill Daniels from Cimarron, Kans., 
to my left here. 

Mr. Apert. It is good to have you here. 


STATEMENT OF EUGENE STEELE, NORTH STAR ROUTE, DODGE CITY, 
KANS., AND MEMBER, BOARD OF DIRECTORS, KANSAS FARMERS 
UNION 


Mr. Sreste. The farmer is entitled to full parity on all the wheat 
needs of the Nation for all purposes. It all costs the same to produce. 
We need to take care in evaluating new farm program proposals lest 
we accept something that may reduce, rather than increase, the income 
of wheat producers. 

There is no objection to programs that, based upon sound economics, 
will operate on the basis of market stratification. But we are insistent 
that all such proposals be subjected to careful scrutiny to determine 
whether the average income of farmers is increased or reduced thereby. 

Other industries successfully use market stratification in various 
forms. The effectiveness of this technique should not be denied to 
farmers where they can use it to benefit. But farmers cannot accept 
stratification schemes that are another way of slipping the sliding 
scale in through the back door. 

The item that counts is farm family take-home pay—farm net in- 
come—that is available for family living expenses,. Under existing 
law, farmers can earn and receive 75 percent of parity price on the 
production of 55 million allotted harvested acres. Assuming an aver- 
age national yield of 22 bushels per acre in 1959, the total gross wheat 
income could be calculated as follows. The calculation is here and 
with your permission I would like to just take the total of the gross 
income and give those figures. 

Mr. Avpserr. All right. 

Mr. SreEte. Projected total gross income from former wheat acres 
for 1959 under the existing program would be $2,477 million. 


Erample I. Existing lao 


Millions 
55,000,000 allotted acres times 22 bushels per acre equals_......________ 1, 210 
Wheat parity price established for 1959_..........______________ $2. 36 
75 percent of parity support level.._.._--_-------.--.-------_-- $1. 77 
1,210,000,000 bushels times $1.77 equals total gross wheat income________ $2, 142 
Conservation reserve payments, 16,000,000 acres, at $10_....-.......___ $160 


This leaves about 7,000,000 original wheat acres now be‘ng used and still 
available for grain sorghum, barley, and other feed crops. A conserva- 
tive estimate of the gross per acre income from such crops would be 
$20 to $25—7,000,000 acres times $25 equals..............-...--__-__ $175 


Projected total gross income from former wheat acres for 1959 
TERR I ohio ncdinssmmniseccennemoisedariiamaieiinasdctareatiaeean $2, 477 
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The projected income to the farmer would be $2,484 million. 
Let us now calculate the results of a domestic parity certificate pro- 


gram: 
Example II. (Albert, Breeding, et al.) 


Million 

Domestic food quota: dollars 

500,000,000 bushels (65 percent of parity) at $1.58_.._.--------_----- 765 

Stabilisation certificates at 60638_........-... 2. ina; 415 
Export quota, 400,000,000 bushels less 75,000,000 bushels (to reduce CCC 

stocks) leaves 325,000,000 bushels at $1.53 (65 percent of parity) —----- 497 

Conservation reserve payment, $10 per acre times 16,000,000 acres______-_- 160 


Nonquota wheat (78,000,000-acre base less 16,000,000-acre (conservation 
reserve) times 22 bushels less 825,000,000 food and export quota) equals 
530,003,000. bushela at $1.20 (feed price) _...........................,-.« 647 





Total for domestic parity certificate program_____--__--_-------- 2, 484 


If the calculations in these two examples are reasonably realistic, 
which we believe they are, they emphasize that so far as the recipient 
farmer is concerned there has been neither gain nor loss to any sig- 
nificant extent to shift from the existing program to the proposed new 
program. 

Under the Burdick and Metcalf bills which provide full parity 
payments for both exported and domestic wheat sold within the mar- 
keting quota, but which prohibit the sales of nonquota wheat for any 

urpose whatsoever, the resulting gross farm income could be pro- 


jected as follows: 
Erample IIT. Burdick-Metcalf 


Million 

Domestic quota (includes feed, seed, and industrial) : dollars 
600,000,000 bushels, market price, at $1.42__________-__--_-_______--____ 852 
REINS CUE CMEROIIIIG, UAE, MI ig ee ren cere mnnifg aaa eane=y 564 
Export quota : 400,000,000 bushels, market price, at $1.42___._______________ 568 
MGalinitien: papmeite: rat iGO0O6 3 es Shi ss linus 376 


Based on 22 bushels per acre, it would take only about 45 million 
acres to produce the above goal. To compare this proposal with 
examples I and II, the balance (78 million less 45 million) equals 33 
million acres for conservation reserve or other use. Under the exist- 
ing program these acres are used approximately as follows: Wheat, 
10 million acres ; feed crops, 23 million acres. 

To compare with example IT: 


Million 

dollars 

17,000,000 acres, balance in wheat or feed, at $25__.______-_______ ciate ab EBiabaeies 425 

16,000,000 acres in conservation reserve, at $10_____-__--_______________ 160 

‘otal gross income. from wheat farms... ne see i cs 2, 945 

That is projected at $2,945 million. 

Example IV. The Langen bill Millions 

of bushels 

55,000,000 allotted acres less 20 percent, 44,000,000 x 22 bushels__________ 968 

Million 

dollars 

968,000,000 bushels < $2.36 (full parity price) ._....._---________________ 2, 285 

11,000,000 acres idled at average pay of $8 (established) _......_________ 88 
23,000,000 acres remaining : 

16,000,000 acres to soil conservation reserve, at $10_-......_-_______ 160 

7,000,000 acres (feed or other crops), at $25_.-_._.__-_______________ 175 
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The projected income could have a gross of $2,707 million. 

In terms of farm gross income on 78 million formerly wheat-pro- 
ducing acres, the proposed new domestic certificate parity plans come 
out at about the same place as the existing program. The program 
proposed in the Langen bill provides more income by about 8 percent; 
while the Burdick-Metcalf proposals provide about 20 percent more 
farm income than the certificate domestic food parity bills and about 
10 percent more income than the Langen bill, primarily because of the 
relatively low payment provided for diverted wheat allotment acres 
in the Langen bill. 

Regarding wheat exports and world markets, let it be remembered 
that approximately 96 percent of all wheat in world commerce is sup- 
ported to the producer by his respective country at a price far higher 
than the world price. Practically all free world countries today pro- 
vide price and income support to agriculture. Here are 1958 wheat 
prices in five leading nations as reported by the International Federa- 
tion of Agricultural Producers: 


Per bushel 
West: Germany £6 oo os oe oro eo cciclee nackte tee ae eteniine ane $2. 87 
RROD in nened eeepc eeepc nie kl chee ttt ten ade eed 2. 26 
SII BOE onc nine cup po meycrmiendisintennreenaigieliaemmamiam ama 2. 06 
Netherleudeic 3 446.43 a eo ES Sea 2. 02 
RTA saci ein cnet pining ph tet hbase itoeagged cle de hi acct ete eee eee Ee, 1. 64 


Prices are supported to farmers because they cannot afford to pro- 
duce at the world market level. The same is true in the United States. 
Our wheat exports are not only important to agriculture, but to the 
general welfare, to our foreign aid and development program and to 
national defense. Benefits derived become an asset to our whole 
economy and any costs in connection therewith should be shared b 
all of us. Our Nation does not ask any other industry to supply goods 
or equipment at cost or less than cost in the public interest. Industrial 
contracts for military hardware in the foreign aid program are nego- 
tiated to assure a profit margin above costs to the industry. 


DOMESTIC STABILIZATION CERTIFICATES 


We doubt the parliamentary advisability of reviving the controvers 
on the so-called milling tax so soon after last year’s experience. A bill 
containing this provision would at this time, we feel, be widely mis- 
represented and would, therefore, encounter a considerable amount 
of emotional opposition. Processors should pay farmers full parity, 
but we believe this could best be accomplished by balancing domestic 
market supplies with domestic demand. 

If the domestic marketing quota were tailored to the supply that 
would move into domestic use at the parity price, the program could 
be made self-supporting without resort to the requirement that millers 
buy domestic stabilization certificates, a procedure that lends itself to 
unfair and demagogic misrepresentation as a processor or bread tax. 
However, under the parliamentary situation as it exists in this Con- 
gress, we favor authorizing payments out of the Federal Treasury 
as the more realistic approach. 

We believe that in the long run wheat farmers should be authorized 
and enabled through a certificate or domestic marketing card approach 
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and by market supply control to operate a program whereby they can 
obtain full parity on domestic wheat without requiring Government 
payments. 


PROHIBIT SALE OR TRANSFER OF NONQUOTA WHEAT 


Allowing the sale or transfer of nonquota wheat is the greatest weak- 
ness in much of proposed legislation and a dangerous one. We main- 
tain that no wheat plan can be successful if it permits any uncon- 
trolled outlet for wheat for feed and industrial uses. It leaves the 
gate wide open, so to speak, and poses a policing problem as well as a 
continued surplus problem for both wheat and feed grains. It would 
create no end of controversy, black marketing, and confusion. 

Mr. Scumipr. Mr. Chairman, I now would like to introduce Gordon 
Twedt, board member of the Montana Farmers Union. 

Mr. Atsert. Very glad to hear from you now, Mr. Twedt. 

Mr. Twepr. I ask permission to introduce my coworker, a member 
who is the oldest member in point of service on the Montana Farmers 
Union Board, Mr. Roy W. dine from Sheridan, Mont. 

Mr. Atsert. Glad to have you here. 


STATEMENT OF GORDON TWEDT, MEMBER, BOARD OF DIRECTORS, 
MONTANA FARMERS UNION, RUDYARD, MONT. 


Mr. Twepr. There are five recognized classes of wheat—Hard Red 
Spring, Hard Red Winter, Soft Red Winter, White, and Durum. 
Generally speaking, each is found in areas where climatic conditions 
are most conducive to its suecessful production. Each has a variety 
of uses for which it is especially adapted. All have an essential place 
in the wheat industry, both for domestic and export consumption. 
The subcommittee will be interested to know that I raise three dif- 
ferent classes ofw heat on my own farm—Durum, Hard Red Winter, 
and Hard Red Spring. 

There are those who say that wheat is wheat, that no attempt should 
be made to make any distinction as to class of wheat. In many re- 
spects this is, of course, true. However, there is a great variation in 
existing uses, in export demand as related to various parts of the 
world, needs for domestic consumption, etc. And there is some varia- 
tion in market price. We also know that growers of each class of 
wheat are making laudable efforts through their cooperatives, and 
otherwise, to develo new uses and find new markets for their partic- 
ular class of wheat. These efforts should be encouraged. 

Looking toward the long-range future of the wheat industry, it 
would appear to us that in order to maintain an element of fairness, 
and in order that the producers of each class of wheat may be fully 
rewarded for their efforts toward increased utilization, an overall 
Federal wheat program should provide at least the authorization for 
separate computations on a class basis. I should like to pose some 
questions and situations on this question for your consideration : 

First, if the producers of Hard Red Spring, for instance, should 
develop a domestic market which would suddenly absorb double the 
present normal production of this class of wheat, the question arises 
as to whether the additional quota then needed should be appor- 
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tioned among the Spring Wheat growers only or should all wheat- 
growers have pro rata share ? 

Second, if the production of any class of wheat should become a 
burden to the total because the demand for it has decreased, should 
those. producers be asked to take a smaller marketing quota to balance 
the situation or should the necessary reduction be apportioned among 
all wheatgrowers, even those whose class of wheat might be in short 
supply ? 

third, if the producers of White Wheat, for example, should de- 
velop an export market for their entire present production, should 
all growers of all classes of wheat share in the increased acreage made 
pal or should the producers of White Wheat only receive the 
nefit ? 

It is interesting to note that Soft Red Winter and White Wheat 
are used for pastries, cake, and crackers; Durum for spaghetti and 
macaroni products; and Hard Red Spring and Winter Wheats are 
used for yeast breads. Thorough investigation should be made of the 
interchangeability of uses of Hard Red Winter and Hard Red Spring 
to see if in fact they are two separate classes of wheat or should be 
considered as the same class. Under the existing wheat program the 
support prices of Hard Red Spring and Hard Red Winter have been 
set at almost identical figures. However, the greater buildup of Hard 
Red Winter —— to Hard Red Spring at these prices would seem 
to indicate a slight miller and export preference for Hard Red Spring 
at such prices. However, it is interesting to note that with the ex- 
ception of 1952 and 1955 the domestic and export disappearance of 
Hard Red Winter exceeded its production. 

I should also like to present herewith a table showing the produc- 
tion, domestic utilization, exports, and the percent that exports are 
of total disappearance of wheat, by class of wheat, average annual, 
8-year period (July 1, 1950 to June 30, 1958) : 


Millions of bushels 























Class of wheat Produe- Total Utiliza- Domestic | Exports 
tion tion 
Percent 
AV spbaat bo isin ce. b sv -padetledséhades 1, 049 1, 001 628 63 373 
Hard Red Winter.........-......-.------- 485 436 251 58 185 
ee RS a 166 166 65 38 101 
Soft Red Winter __.. Laut nteewekacen 179 182 136 75 46 
Hoard Red Brien. sac ccs tne 4h 5 de 193 188 151 80 37 
BPs cc cen wentunnacnceatetine ies 26 27 21 80 6 





Under the Burdick and Metcalf bills, the national marketing quota, 
the domestic allotment, the parity and support prices, and other fea- 
tures of the program would be established separately for each class 
wheat. Thus within the total of quotas for all wheat, each class of 
wheat would operate independently in respect to its own export and 
domestic demand factors. Operations of the program by classes of 
wheat would enable Soft Red Winter wheat to operate its own pro- 
gram, thus eliminating the widely misrepresented, but realistically 
important, problem of 15-acre minimum wheat farmers. If the pro- 


38449—59——8 
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gram is established by classes, a 15-acre minimum provision probably 
will be unnecessary. 

There is, of course, considerable overlap in the uses and the produc- 
tion of some of the classes of wheat. After the program is underway 
it may be that the farmer committees should be given some discretion 
to allow farmers to shift quotas from one class of wheat to another 
in areas where more than one class can be raised. 

However, the integrity of classes of wheat should be preserved in 
the program; (1) so that reductions in quotas required by reduced de- 
mand for one or more classes of wheat will not be spread to other 
classes of wheat where such cuts would reduce production of that class 
of wheat to less than its disappearance. If this provision had been 
included in the existing program, the successive annual special Durum 
legislation of the past years would not have been necessary. 

And (2) so that, in case wheat should be placed on a two-price sys- 
tem, each class of wheat will be able to qualify for domestic quota 
certificates in relation to its own historic share of the market. Of 
of course, if exports are supported at the same level as domestic quota 
then this factor is of less significance. 


THE DOMESTIC PARITY CERTIFICATE 


Our domestic needs for wheat fall into the following categories: 

(a) Food consumption ; 

(5) Feed, seed and industrial uses. 

These are all essential needs. It is all wheat produced on American 
farms. Regardless of how or where used, it costs the farmer the same 
to produce. So far as feed is concerned, wheat is not a feed crop and 
we do not want it to be competitive to feed crops in price, a situation 
which would be unsound from a practical standpoint for both the 
wheat farmers and the commercial producer of corn and other feed 
grains. 

Speaking of seed, wheat has traditionally been worth as much or 
more for seed as for human food. So there is no problem there. And 
when it comes to industrial uses, any new utilization of wheat which 
cannot return full or nearly full parity to the farmer, with adjust- 
ment for quality differentials, cannot be considered a practical use. 
The Burdick bill includes some 100 million bushels of feed, seed, and 
industrial wheat in the domestic quota, while the other bills do not. 
This could mean as much at $90 million of income to wheat farmers, 
if only the domestic quota is supported at 100 percent of parity. 


THE REFERENDUM 


We advise against any attempt to conduct a vote on two entirely 
separate and distinct questions on two separate ballots on the same 
day. This is certain to cause errors and confusion. We recommend 
an early referendum to determine farmer acceptance of the new pro- 
gram. If this carries by a majority as provided in the proposals, no 
further election is necessary. Should it fail, then it will be necessary 
to conduct another referendum to determine whether or not the old 
program of acreage allotments and marketing quotas be continued in 
future years. 
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PARITY PRICE CALCULATION MUST BE PROTECTED 


Some of the wheat bills before your subcommittee set up a specific 
price of 35 percent of parity to be placed upon stabilization certifi- 
cates, The support price and market price of all quota wheat would be 
reduced from the existing 75 percent of parity to 65 percent. In addi- 
tion, these bills allow nonquota wheat, which could total anywhere 
from 100 million to 600 milion bushels, that may be sold at any price 
for feed, seed, or other nonfood uses. Both of these provisions would 
bring about a progressive year to year reduction in the average market 
price of wheat. 

This year, for the first time, the wheat parity price has been cal- 
culated by the Secretary on the basis of a new formula which embodies 
a very significant factor that hasn’t been taken into consideration 
before. Henceforth, under existing law, the 10-year moving average 
of the relationship of market prices of wheat to the prices of all- farm 
commodities will move the parity price upward or downward from 
year to year. Thus, if the average price of wheat in the most recent 
10 years has moved downward to a greater comparative extent than 
the average downward movement of other commodities, the parity 
price of wheat will move downward to reflect such tendency. There- 
fore, if the market price of wheat drops from year to year, the parity 
price formula will also drop. Certainly, wheat farmers would be 
unwise to support legislation which would tend to bring about a built- 
in and automatic drop in support levels from year to year. 

Here is approximately how it would work: Assuming that the first 
year marketing quotas are based on a total national figure of 825 
million bushels for food and export, feed, seed, and other nonfood uses 
are left wide open. The total production is 1,464 million bushels 
leaving 539 million bushels in farmers’ hands which may be sold at 
any price for nonfood uses. Let’s assume 200 million bushels of this 
is stored and 339 million bushels of it is sold at an average feed grain 
price of $1.20 per bushel. Net total result would be: 





Million 
dollars 
Food : 500,000,000 bushels sold at 65 percent of parity market price— 
TR ctsenchdaxeint gen <eiys i esiaasaia le a hn sensta caccalica snide iaatiniillla dit aia deanion lias ea $765 
Export: 400,000,000 bushels sold at 65 percent of parity market price— 
SiS ok do ww dS, SL db Ris cattle dl ceed tthe cb hres hits Aaa htc alane na tae 612 
Other : 339,000,000 bushels sold at (no relation to parity )—$1.20_________ 395 
ES csc dnnen. ce Deaginnanernnninntinicmntdinus obianniaicidrabie ie ipeielel 1, 772 
1,772,000,000 
——__1__1_. — $1.44 average market price. 
1,239,000,000 ~* * ” 


The 100 percent of parity figure in this year was $2.36. 

The actual average price received by farmers, $1.44/ (1959). 

In calculating the wheat parity price for 1960, the 1949 average 
price figure of $1.92 would be dropped from the moving 10-year aver- 
age and the new figure of $1.44 added. The resulting 10-year average 
would be 5 cents per bushel lower. 

The same procedure would be followed year after year, except that 
each year that the parity price dropped the support level (based on 
65 percent of parity) would also drop, thus doubling up the effect and 
speeding up the downward trend. 
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Moreover, each additional year in which the wheat market price is 
further below parity than the average of all farm. commodities, the 
parity price of, wheat would drop an additional one-tenth of that 
difference. In the first year, this would amount to a 4-cent drop in 
itself without the compounding effect previously mentioned. 

To clarify this I should like to present a chart which demonstrates 
what would happen. 

If the parity ratio for all commodities remained at approximately 
80 while the average market prices and parity prices of wheat were 
allowed to drop year after year, the result would be about as follows: 








Downward Parity 65 percent Feed grain Average 
Year adjustment price of parity | price market 
price ! price 
Cents 

WO bib ob bd bs ge nest 5650 5d5- S155 d- bebe H- $2. 36 $1. 53 | $1. 20 $1. 44 
1960__.. 9 2. 26 1, 47 | 1, 20 1. 40 
TL, hee ih dw dddaos 12 2.15 1.40 | 1.20 1.35 
i iitidiimncontcgabiiptinaedred: 12 2.03 | 1.32 | 1. 20 1, 29 
pitt ack et eescsoneetsenas 13 | 1.90 | 1. 24 | 1. 20 1.23 
BIA 5 456 55-5 to hs scenes 14 | 1. 76 1. 20 | 1.20 1, 20 
ee. maa cacacnst 12 1. 64 | 1. 20 1. 20 1. 20 
Meee JJ ii). Sails | 12 1. 52 1. 20 | 1.20 1. 20 
a iil 10 | 1.30 1. 20 1, 20 1. 20 
mes ras 10 | 1 20 1 20 120 129 


| 
| 





1 Or market price when it would be higher than 65 percent of parity. 


Members of the committee will recognize this as just the opposite 
of what has happened in the case of tobacco where a good program 
has held the tobacco price at higher average percentage of parity 
than the parity ratio for all commodities. 

It is significant to note in passing that the full parity price for 
wheat has already been allowed to drop from the original figure of 
“old” parity of $2.74 to the so-called modernized parity price of $2.36, 
a difference of 38 cents per bushel less. This was occasioned by the 
transitional parity provision which went into effect in 1955. 

We strongly urge the preventative and protective language such as 
that included in the Metcalf, Burdick, and Byron Johnson bills be 
included in any draft you may recommend for adoption. We would 
prefer that the wheat legislation base supports on a parity income 
formula along lines of the Metcalf bill. But in any event we should 
not adopt a new wheat program which by its own operations will so 
reduce the parity price of wheat that the program would become in- 
operative. 

Mr. Avsert. Thank you, sir. 

Mr. Scumipr. I now would like to introduce Richard Joyce, vice 
president, North Dakota Farmers Union. 

Mr. Avzert. We will be pleased to hear from you now. 


STATEMENT OF RICHARD JOYCE, VICE PRESIDENT, NORTH DAKOTA 
FARMERS UNION, JAMESTOWN, N. DAK. 


Mr. Joyce. Mr. Chairman and members of the committee, I should 
first like to present the blended average support levels under the vari- 
ous proposals. 
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Under the Langen bill, as well as in the domestic parity certificate 
proposals, the individual’ farmer may select his own priee support 
level. The following are the optional choices under the Langen bill: 


Percent 

of parity 
20 percent cut in alloted wheat acreage___-..------1--- 42 etek 100 
15 percent cut in alloted wheat acreage.._...-----.--..-+--4--42-4-Hi--. 90 
10 percent cut in allotted wheat acreage.._......-.---_-------_---------- 80 
5 percent cut in allotted wheat acreage____..._-__-_------------.-------- 70 
0 percent cut in allotted wheat acreage... 20s. 2 ee lle 60 


Under the domestic parity certificate bills, the farmer may realize 
100 percent of parity if he restricts his marketing to his allotted por- 
tion of the domestic food quota, or he may cut his support level by 
producing for export and other uses. If, for instance, this domestic 
food allotment is 6,000 bushels, and that is all he sells in the year, he 
will realize full 100 percent of parity price. However, if he markets 
10,000 bushels of which 4,000 is his allotted export quota, his net 
blended return would be 86 percent of parity. Should he, in addi- 
tion, produce and sell 4,000 fpushels at feed prices, his net blended 
return would be only about 76 percent of parity. 

The following chart presents the individual producers’ choice of 
average blended support levels and the strategies required to produce 
different levels of support under the domestic food parity bills: 


Farm marketing quota, 10,000 bushels; domestic food quota, 6,000 bushels 


Bushels marketed Cut in 
Total mar- | acreage from 
ketings existing law 
Full parity, | 65 percent of | Feed grain (approximate) 
$2.36 parity, $1.53 | price, $1.20 


Average blended support level 
desired by producer 


























Per bushel: Percent Percent 
| nares 100 6, 000 0 0 6, 000 60 
Der caccnsces 95 6, 000 1,000 0 7, 000 50 
indices 90 6, 000 2, 500 0 8, 500 40 
$2.02 oll 86 6, 000 4, 000 0 10, 000 31 
eens 85 6, 000 4, 000 300 10, 300 30 
SEOe on ates ss | 80 6, 000 4, 000 2, 000 12, 000 14 
ce scnsunkesing | 76 | 6, 000 4, 000 4, 000 14, 000 0 


You will note in the left-hand column the support price, the 
options of the percent of parity or rather the options in the bushels 
marketed, the amount produced, and in the right-hand column, the 
amount of cut. 

As we mentioned, if he stays within the domestic quota of 6,000 
bushels we would get $2.36 per bushel and 60 percent cut in his acre- 
age, down to 202 bushels, 86 percent of parity, 6,000 domestic quota, 
4,000 export quota, total production of 10,000 and cutting his acreage 
31 percent. 

In the last one, when he has gone all out and produced 14,000 
bushels, his price would be $1.79, and an average of 75 percent of 
parity, 6,000 domestic quota, 4,000 export quota and 4,000 for the 

eed grain price. In that program he would have put none of his 
acres into conservation. 

As will be noted from the above, a producer could raise his sup- 
port price about 5 percent for each 10 to 15 percent cut in acreage 
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or marketing below his marketing quota under the existing program, 
while under the Langen bill each 5 percent cut in acreage brings 
a 10 to 15 percent increase in support level. 

Under the Burdick and Metcalf bills, he would have no in-between 
choice but could raise his support price to 100 percent by reducing 
his marketings by about 20 percent. He receives more total dollars 
by selling 20 percent less, for example: 6,000 bushels at $1.77 (75 
percent of parity) equals $10,620; but by taking a 20 percent cut he 
would sell 4,800 bushels at $2.36 (100 percent of parity) equals $11,328, 
an increase of about 10 percent in gross and probably as much as 
30 percent increase in net income. 


GOVERNMENT COSTS 


The Langen bill provides supports by means of the existing non- 
recourse loan method; others by Government payments. In the 
latter category, some would provide funds by means of a milling 
tax, others by Government appropriation. All provide for retire- 
ment of excess acres into soil conserving uses on either a mandatory 
or voluntary basis. 

Domestic food quota bills provide maximum 65 percent of parity 
support on export quotas; Burdick and Metcalf bills provide full 
parity on exports through equalization payments; Langen bill also 
provides full parity support via the nonrecourse loan method on 
export quotas, subsidies in some form to be assumed by the Govern- 
ment. 

The cost to the Government in carrying out these various pro 
posals can be estimated as follows: 


Million 
dollars 
Domestic food quota bills with processing tax (conservation reserve 
I ne Se eee ere TT AE SER ek en A $160 
Domestic food quota bills without processing tax_._._._..__________-_---- 655 
Metcalf bill (98 cents per bushel on export quota) _._-____-___- rn 372 
Na i he i tt tresses eee tokarsemnen ihe pre veniam mei Sinpatenipere Spies oem 372 
Burdick bill (98 cents on export quota, plus approximately $550,000,000 on 
eens tne SRT 3k bo on ke ll es 922 


Note that under the Metcalf and Langen bills free market price 
would equal full parity; thus no Government payments except on 
exports. Under the Burdick bill, total marketing quota is supported 
by Government payments. Such payments, whether provided from 
the Federal Treasury or by means of a processing tax will tend to 
result in the same ultimate cost to the total economy. Domestic food 

uota bills provide no protection above 65 percent of parity to the 
armer on exports but if the 65 percent turns out to be above the 
competitive world price, a supplemental export subsidy program 
with a cost of at least 325 million bushels times 20 cents per bushel 
might be required. 

\analt now summarize briefly the major points we have tried to 
make: 

1. The ultimate objective in Federal farm legislation must be an 
all-commodity program set up on a continuing and long-term basis. 
Our recommendations for wheat, therefore, are intended to be gen- 
erally applicable to other commodities with allowance for some 
variation in specific details. 
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2. It must be designed on the basis that wheat is not a feed 
and should not at any time be moved into feed grain markets at feed 
grain prices. 

3. Farm marketing must be based primarily on bushels marketed, 
not on acreage planted or harvested. 

4. Quotas should include all commercial uses of wheat—food, feed, 
seed, industrial uses and export. Thus, there can be no sale of wheat 
for any purpose outside of established quotas, no loopholes for dump- 
ing, illegal transfer of black marketing of any kind. In other words, 
there must be no way that nonquota wheat can be legally transferred 
for any purpose. 

5. Family-type agriculture and the Nation must be protected 
through a limitation on total benefits which can accrue to any one 
operator or any one farm. 

6. It must return full parity to the farmer on his total allotted 
marketing quota of wheat which he can sell each year for any pur- 

ose. 

7. Marketing quotas must be projected on a basis that will tend 
to reduce existing Government stocks to a normal reserve over and 
above a set-aside of at least 600 million bushels for national security. 
Any excess produced over and above his marketing quota each year 
shall be stored by the farmer himself. 

8. Program must provide for officially notifying the farmer, at 
least 6 months before planting time, what his marketing quota, his 
consumption quota, and his compliance benefits will be. 

9. Program should in fairness and increased workability, take into 
consideration the various classes of wheat with separate computation 
of quotas and benefits. 

10. Farmer elected county and State committees of bona fide 
wheatgrowers, through unhampered free nominations and elections, 
must be delegated their equitable share of administrative authority. 

11. It must specifically provide an allocation of Government costs 
to _ yer departments of Government. 

t must pores a parity formula that will not be subject to 
uabteon reduction through the operation of the program itself, 
but will have a fixed definite formula that will relate farm program 
goals to providing farmers a fair share of the national income. 

In conclusion, our testimony today has made a rather detailed 
analysis of the bills before your subcommittee. We hope we have 
not left the impression that we think there is some one and only one 
way to improve wheat farmers’ income. There are in fact many 
ways in which such a program could be structured. We hope your 
subcommittee will explore them all and will select one which you 
can support as part of an overall comprehensive farm income im- 
provement program. When you do that, we shall support you be- 
cause we are much more interested in improving farm income than 
we are in quibbling over details of specific programs. 

We have carefully avoided opposing any of the pending proposals 
that will improve the economic status of farmers. We should add 
that probably none of the pending proposals is a perfect permanent 
program for wheat. In the first place, a perfect wheat program 
cannot be written in the absence of much better international insti- 
tutions for rationalization and planning of food cereal consumption 
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and production, economic development, and food and fiber produc- 
tion and distribution than is now available. Until such time as a 
fully adequate international wheat agreement is negotiated and set 
up within the framework of an international food and fiber reserve 
bank that is fully coordinated with economic development and finance 
agencies, a fully adequate domestic U.S. wheat program cannot’ be 
put into operation. 

Secondly, a program for wheat cannot be fully considered and 
made to work adequately in the absence of fully adequate income pro- 
grams for cotton, the feed grains, edible beans and peas, milk, live- 
stock, and poultry. We feel so strongly on this principle that we 
hope and urge that Congress not be asked to consider separately a 
wheat-only bill. The type, nature, and value of any particular wheat 
program is very largely dependent upon the types of programs. pro- 
vided or in force for other farm commodities that could be produced 
interchangeably with wheat as far as productive resources such as 
land, labor, and capital are concerned. 

Any fair analysis of the wheat price required to enable farmers 
to earn and receive a parity of income sn tebe management, risk, 
and investment will indicate that the parity income equivalent price 
for wheat is from 20 to 45 percent higher than the so-called parity 
prices contemplated in the pending bills. We cannot endorse any 
goal short of the full parity income equivalent price of exports as 
well as wheat that is domestically consumed. However, we can and 
do recognize that some programs will bring us closer to that goal 
than other programs will, 

Just as we reject the workability of the free-market approach as 
applied to the domestic program for wheat and other farm com- 
modities, we, also, reject it for application to exports. We recognize, 
however, that the appropriate handling of the exported portion 
differs in important economic regards from the handling of the do- 
mestically consumed portion. 

The parity income equivalent return per bushel of wheat in the 
domestic market could be maintained through market supply ad- 
justment or payments from the Treasury or a combination of both. 
The former could be successfully operated by either of three means: 
marketing cards, a milling tax, or removal from the market of all 
wheat supply above the domestic parity equivalent volume by means 
of Government loans and purchases as is done under the existing 
program. The volume of wheat consumed domestically will be about 
the same under either approach. 

The parity income equivalent return per bushel of wheat in the 
export market could be maintained by means of Government pay- 
ments to farmers or exporters, as is provided in existing law, and in 
the Metcalf, Burdick, and Langen bills. Or it could be maintained, 
under appropriate international agreements in cooperation with other 
wheat. producing nations, by means of world market supply adjust- 
ments. But in this, the United States cannot go it alone. In the 
absence of international institutions that will provide world market 
supply adjustment and proration as is done under the sugar program 
the only source that U.S. wheat producers can look to for parity 
returns on exports is compensatory payments of some type from the 


U.S. Treasury. 
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Our aim is full income parity for family farm operators and their 
families. We know that the assistance of Federal laws and programs 
is needed. We realize that a careful balance must be achieved be- 
tween self-financed price raising methods and Govérnment payments 
or automatic losses which are direct costs to the Treasury. e believe 
that parity farm income is fair, essential to the long-run national in- 
terest, and is the principle we support in application to other eco- 
nomic groups. 

We shall support any pe sal that moves in that direction from 
the status quo and we shall continue to oppose any proposal that 
seeks or allows further reduction in farm family income. 

Mr. Chairman, we wish to express our appreciation to your sub- 
committee for your cooperation in giving us this opportunity to 
present our views to you in our own way. We stand ready to work 
with you in whatever way we can be useful to you in your efforts to 
develop an effective and workable wheat program as part of an ade- 
quate overall farm income improvement bill. 

My colleagues and I will be happy to magna to any questions that 
members of the subcommittee may wish to ask. 

Mr. Auzert. The subcommittee thanks you gentlemen, one and all, 
for your contribution to our hearings. 

We are particularly happy to have your recommendations, and we 
do appreciate the analyses made of the various proposals. Those 
analyses will be helpful to us, as we consider this matter in executive 
session. 

As I understand your statements you do not want a separate wheat 
bill, is that right ? 

Mr. Joyce. That is right. 

Mr. Axsert. I understand that you would oppose most. of the bills 
that are pending before the subcommittee, separately submitted as 
wheat bills except the Burdick bill, is that right? 

Mr. Joyce. We do not want a wheat bill as such. We do want a 
wheat bill—we want other commodities included, and we much prefer 
a comprehensive bill which includes wheat and all other commodities. 

Mr. Apert. Let me see if I understand this. You oppose the do- 
mestic parity bill in the form in which it has been prepared by the 
National Wheat Growers Association this year. 

Mr. Joyce. We prefer the Burdick bill to that. 

Mr. Avzert. I agree with you in your conclusion with respect to one 
— of the bill. And I would like to develop it just a little bit 

urther. 

That bill, apparently, would ask that anywhere from 200 to 600 mil- 
lions of bushels of wheat be channeled into feed. You say that would 
bring about $1.25 a bushel. Of course, there is no guarantee that it 
won't go down to 75 cents a bushel if you had that much feed in the 
country unsupported. 

Mr. Joyce. Yes. 

Mr. Avsert. Is that right? 

Mr. Joyce. That is right. 

Mr. Twepr. That isright. We used that figure of $1.20 on the basis 
of the present prices for feed grains. 

Mr. Avsert. And using the current 100 percent parity, full parity 
figure of about $2.36 a bushel, the situation that would develop would 
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be that we would be paying $2.36 a bushel for bread, while hundreds of 
millions of bushels were for a market at maybe $1 or $1.25 a bushel. 
Is that right? 

Mr. Joyce. Well, of course, we would like to have, as mentioned in 
here, a program for exports. And with the terriflic need for food 
around the world it seems to me that we have one of the best weapons 
that we could have in food and, particularly, in wheat. And cer- 
tainly it would be in the national interest to get some of this so-called 
surplus of wheat and other foods in the stomachs of other people who 
are on the other side. 

Mr. Arzert. Do we need any legislation for that ? 

Mr. Joyce. We need appropriations. 

Mr. Apert. Is there anything that cannot be done in that field 
under existing law—under Public Law 480? 

Mr. Twepr. No. 

Mr. Avzgert. Or other statutes. 

Mr. Joyce. It needs to be expanded, Mr. Chairman. 

Mr. Atpert. By law or administration ? 

Mr. Scumipr. Administration. 

Mr. Apert. As regards this other matter, I think the real serious 
objection to the domestic parity approach, as presented by the Na- 
tional Association of Wheat Growers, is that you cannot sell the 
American people a program where wheat is piling up in surpluses 
at cheap prices, while you are raising the price of bread wheat to 
$2.36 a bushel. I think that is one great fallacy of that bill. And 
you did not mention that phase of it, but do you not agree that that 
is correct ¢ 

Mr. Scumipr. That is right. 

Mr. Arsert. That should be looked into by the committee. 

Mr. Twepr. Is the intent of the proposed legislation before your 
committee that this wheat be kept moving into channels of trade and 
consumption, to prevent this piling up—— 

Mr. Apert. Certainly. 

Mr. Twepr. That that is the ultimate goal, that is the thing that 
we must somehow or other achieve so that this wheat wil not have 
to compete with the feed grains, but as Mr. Joyce pointed out must be 
gotten into the stomachs of people—it must not be put in the position 
where we cannot utilize it. That is the aim, as we understand it, of 
all of the proposed legislation before your subcommittee. 

Mr. Axsert. I would like to ask you a question or two as to bushel 
allotments which you seem to have recommended in your statement, is 
that right? 

Mr. Twepr. That is right. 

Mr. Scumipr. That is right. 

Mr. Arsert. What would be the result of that if you gave a person, 
say, a 5,000-bushel allotment? What if he planted what would 
normally produce that amount and he grew 7,000 bushels—what 
would you do with the rest of it ? 

Mr. STEELE. Keep it on the farm. 

Mr. Joyce. That is the cotton insurance feature of the bill. 

Mr. Twepr. It would be the farmer’s responsibility. 

Mr. Arpert. To store it? 

Mr. Twepr. To store it. 
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Mr. Atpert. He could not sell it, is that right? 

Mr. Tweprt. No. 

Mr. Ausert. He could feed it, though. 

Mr. Twept. He could not sell it as feed but could use it. 

Mr. Apert. On the farm. 

Mr. Twepr. That is right. 

Mr. Jounson. These small farmers with 15 acres in 1957 with over 
2 million acres, the increase was over 600 million bushels. This 
would cut them back so they would not have all of the increases. We 
have about 385 million bushels right there of extra grain. 

Mr. Apert. The only trouble with cutting down the 15-acre pro- 
vision, as I see it, is the question of whether you have got the votes 
to do it, because there are 15-acre farmers all over the United States, 
there are thousands of them. 

Do you favor the elimination of it ? 

Mr. JoHnson. You don’t eliminate it. He would get his proportion 
the same as the others, if he had it in 1952 and 1953. 

Mr. Avsert. You would not make any adjustment except out of the 
reserve for those that have come into the production of wheat since 
1952. 

Mr. Jounson. That is where you have the 5 percent extra to take 
care of that. 

Mr. Avpert. That would be all. 

Mr. Jonnson. That would be for the family farm and up to the 
committee, when it allotted the acres. 

Mr. Avsert. A man has been increasing his wheat history under 
law, he has been doing it under the law as it existed. Yet, you would 
not give him the benefit of that, is that it? You do not want to give 
him the benefit of that. 

Mr. Jounson. Which one should be doing that, the 15-acre farmers 
or the larger ones? 

Mr. Avpert. Both of them have been doing it. 

Mr. Jounson. The only way—— 

Mr. Atpert. And paying the penalty as provided by law. 

Mr. Jounson. When he gets a bigger allotment on the large farm I 
think it is up to the committee to cut that back. They can do that. 

Mr. Twepr. We feel there that many of those who have increased 
their acreage allotments have not done it under the law but through 
loopholes in the law and overplanting the acreage. This has not been 
so much true of the 15-acre or smaller operator, but of the larger op- 
erator and has been a loophole in the law that, in our opinion, has per- 
mitted that kind of operation, but the bushelage allotment, dating 
back on the basis of 1952 and 1953, in our area will improve the status 
of what we would term the 15-acre operator, or the smaller operator. 

Mr. Avsert. Those people who have been planting over 15 acres and 
have been paying the penalty and getting an automatic increase in 
their history, while they have been noncompliers, they have been get- 
ting the increases under the operation of the law. It is the fault of 
the law and not the wheat farmers. That is what I am trying to get 
at. We changed the law last year. 

I just wonder about whether you can say that to a person who 
planted in 1952-53, compared with the person who planted in 1955, 
who does not have it. I am wondering about the equity of that. 
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Mr. Twepr. We pointed out in one or two places where we felt as 
the program went along that it would probably be wise to allow the 
farmer-elected administrative committees the right to make adjust- 
ments as they see fit as to what would fit the economy of the farmers 
in their area or under their jurisdiction. 

Mr. Axsert. You talk about loopholes. What other loopholes 
should be closed in the law? You said there were others. You did 
not specify them. 

Mr. Twepr. One pointed out in here was the moving of the excess 
wheat production into channels so that it increased the Seoden of sup- 
ply. In one class of wheat that was mentioned in the various classes 
of wheat, that there were overmarketing possibilities made available, 

articularly to the larger operators that permitted them, along with 

uilding up their base acreage, to market excess production, particu- 
larly in the good years when the penalty for overseeded acreage was 
based on individual or county averages, the weather conditions and 
en particularly in 1958 when the production was very, very 

igh, due to extremely favorable conditions, permitted them to move 
almost double, in some instances, the normal marketing supply of 
wheat into the marketing channels. 

The year 1958 shows up on the chart as being the biggest wheat. pro- 
duction year in our history. 

Mr. Atsert. How would you determine it, by using the commerical 
operator or the family farm? How would you cut him back? 

Mr. Twenr. I believe we have pointed out the family farm opera- 
tion as the yardstick by which we would determine the support levels 
and program aids to farmers, built-in protection for the family farm 
operators. 

Mr. Apert. What would you do with the person who operates a 
very large wheat farm? Could we constitutionally take him clear out 
of the program and still make him a violator if he planted his entire 
allotment? He could not bea violator, could he? 

Mr. Jounson. No. 

Mr. Arsert. What would you do with him? Would you give him a 
bushel allotment ? 

Mr. Jonnson. He will still have one according to 1952 and 1953. 
If he produces more he will have to keep it instead of putting it in feed 
channels. 

Mr. Atgert. You say you would put a limit and cut down on the 
large commercial operator, as I understand it. 

Mr. Jonnson. When you come to setting these allotments for the 
men who increased acreage by overplanting—— 

Mr. Apert. No, I don’t mean that. I mean that the producer 
produces an enormous amount of wheat on a very large wheat farm. 
As I understand, you want to cut that down to how much he could put 
into the loan, is that right ? 

Mr. Jonnson. Somebody will have to set up a maximum that he can 
receive in compensatory payments, say, family farm units, say, $10,000 
or $12,000. And if he wants to produce more on the other, he can only 
market up to his marketing quotas. 

Mr. Arzert. But as I understand your statement now, you would 
give him a Government support price on the limited amount of his 
=e go quota and let him sell the rest of it without a penalty, is that 
right 
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Mr. Jounson. He will have a marketing quota. Say that he had 
100 acres, and they give him 20 busheds, he would have 2,000 bushels. 
Then the fellow that had 10,000 acres, would have that limitation of 
10,000 or 12,000 maximum that he could get, but he can still sell his 
amount of bushelage, but he will only get this compensatory payment 
up to the family farm unit of 10,000 or whatever you want to set on it. 

Mr. Scumipr. I think what the chairman is asking for there is this, 
where is the cutoff going to be on the support that you are going to 
be allowed on either quota or bushels? 

Mr. Axvsert. Right. 

Mr. Scumivt- Whatever that figure happens to be, whether it be 
$10,000, or $15,000 or $20,000, whatever it is, he would be ene on 
that amount, and that which exceeds that would go on the normal 
market up to his certified bushelage but he would not be supported on 
that balance above whatever that limitations is, whatever it might be. 

Mr. Avsert. Is there any bill that will set out your proposal with 
reference to classifying wheat ? 

Mr. Jounson. The Burdick bill has classification. 

Mr. Atpert. Which one? 

Mr. Twepr. The Metcalf and Burdick bills, both of them use grain 
classes. 

Mr. Avzerr. Do you think that would be very difficult in adminis- 
tration, that type of bill, or not ? 

Mr. Twepr. No; we donot feel that it would be. 

Mr. Avpertr. Do you think it would work adversely to the Red Win- 
ter wheat areas of the country ? 

Mr. Twepr. No; it would work in favor of them. As an example, 
if you will pardon the reference to our own particular area, Mr. 
Chairman, because of certain factors we are predominantly and his- 
toricaly a Hard Red Spring wheat area, but in times of better growing 
conditions, new developments of wheat, to compensate for the decrease 
in price, by going into Hard Red Winter we were able to increase our 
production and compensate for the decrease in price. 

We took advantage of the special Durum legislation, because we 
were in a position where we could produce that kind of wheat at an 
economic advantage at a dollar-and-cents advantage, but basically we 
are still a Hard Red Spring area. 

The change in farming practices to one of the other or all of the 
three classes of wheat is not difficult—would not be difficult to adminis- 
ter by a county or State committee. 

And in that we have definite geographical and historic lines as re- 
gards the production, the type of investment. The amount of invest- 
ment in machinery is pretty much fixed and is known by all of the 
people, the wheat growers. We do not feel that it would be difficult 
to administer or to assign quotas. 

Mr. Avzerr. Mr. Belcher. 

Mr. Betcuer. As I understand your suggestion, the national quota 
on a bushel basis would be the amount of domestic requirement plus 
the expected export requirements; is that correct?—that is what the 
national quota would be. 

Do you have any idea about what that would be in terms of bushels ? 

Mr. Scumipr. I don’t believe we have it computed here. We have 
done some figuring on it, but I do not believe I can recall the figures 
at the present time. There has been some figuring done. 
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Mr. Betcuer. A billion two? 

Mr. Scumunr. I believe roughly that is generally the figure that has 
been used. 

Mr. Bretcuer. The amount of wheat that could be legally produced 
in the United States. 

Mr. Scumipr. That is right. 

Mr. Beicuer. That would bring a tremendous cutback in the num- 
ber of acres planted to wheat, would it not ? 

Mr. Scumipr. That is right. 

Mr. Betcuer. And this cutback would be absorbed to a great ex- 
tent by those farmers who have started planting wheat since 1952 and 
1953. 

Mr. Scumipr. Principally out of the nonproducing wheat areas, yes. 

Mr. Betcuer. I think the Department testified it would take about 
45 million acreas to take care of the domestic and export requirements 
based on a normal yield. That would mean that the 55 million mini- 
mum would be cut back to 45 million and all of those excess acres would 
be eliminated. I don’t know what the total planted acres for 1959 
amounts to. Do you have those figures ? 

Mr. Scumipr. No, we do not. 

Mr. Jounson. Fifty-six million acres, I think, isn’t it ? 

Mr. Betcuer. That would mean the elimination of about 11 million 
acres that was planted to wheat in 1958. 

Mr. Jounson. It won’t come back to acreage when you come back to 
bushels. You might plant more or less. You have the bushel quota. 

Mr. Betcuer. I mean, based on a normal yield it would require 
about 11 million acres less for the future quota. Would not that be 
a tremendous cutback in the total number of acres? 

Mr. Scumipr. Well, I don’t know. Here’s the thing that is confront- 
ing us in what we call the wheat producing area. 

Mr. Betcuer. That is what I am aware of—I come from there. 

Mr. Scumipr. Which you are well aware of and several of you gen- 
tlemen are, too, that is this, that our wheat acreage is being spread over 
such a wide area that it is being taken out of the wheat area and is 
being put into areas that are less desirable. That is why we base our 
opinion here that a wheat bill only will not solve the problem. We 
have to have all of the commodities included, so that they will go back 
into their normal area of production again. 

I know of areas that are producing wheat where they do not even 
care to do so, but since it is a cash crop and they cannot do something 
else with their land, they have gone into it. I have talked to people 
that did not know what wheat looked like until it was packed up and 
shipped to them for planting. That is the thing that we are con- 
fronted with in the wheat area. 

In talking with growers over a wide area it is their basic thinking 
that if we go to the bushelage program, even though the first year it 
might be a rather drastic cut in their net bushelage earnings that they 
might receive, that in a very short time this production will come bac 
to the area that it was originally intended for and suited for. Do you 
see what I am trying to get at there ? 

Mr. Betcuer. Yes. 

Mr. Scumipr. That is the thinking among the growers in the area. 
In other words, they know they are going in the wrong direction the 
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way it is. It will have to be changed and this is the way they feel 
it should be done. 

Mr. Betcuer. I agree with your objective of putting wheat back in 
the wheat section. 

Do you not feel that the big problem that we have with wheat 
today has been brought about by the fact that wheat has spread out 
all over the United States instead of being confined to the historic 
wheat section ¢ 

Mr. Scumipr. That is right. We have a number of examples. 
Whenever any State reaches a certain point they are allowed an allot- 
ment and it comes off of the wheat producing States that normally 
have been in that. So you cut them down and just spread it out. It is 
a matter of spreading it. 

Mr. Betcuer. The complaint in my part of the country is the fact 
that our allotments get smaller, when the national allotment is the 
same. 

Mr. Scumipr. That is right. 

Mr. Betcuer. They cannot understand when they read in the papers 
there has been no reduction in the national allotment. Then the 
down to the county committee and find that their allotment has been 
reduced. It is very hard to understand why there is that reduction 
when the national has not been reduced. 

Mr. Scumipr. That is right. 

Mr. Betcuer. What has caused this spreadout of the wheat through- 
out the country, what is your opinion about that ? 

Mr. Scumipr. Would one of you care to answer that ? 

Mr. Twepr. One of the main reasons has been that it has been one 
of the few price supported crops that could be raised with the develop- 
ment of new varieties. And beneae it gave an assured income they 
knew they could raise it—they knew they had the support price level 
under it and that it would not go below that. And it was a guaranteed 
income proposition, which was the one factor that determined the ex- 
panding acreage and the expanding production even with the straight 
wheat farmer himself. 

In some areas it became an alternate crop. It was an excellent one 
for many of them because it did have support levels. They could not 
expand in other commodities because the risk was too great because 
they did not have the protection. 

Mr. Betcuer. The amendment that we passed affected a lot of it. 

Mr. Scumipr. That had something to do with it. In my opinion, 
the main thing that has brought about this spreading, as we have been 
talking about it here, is due to this fact that through commodity ap- 
proaches one commodity group has been pitted against the other, so 
to speak. And over the past few years one group has been, you might 
say, penalized more than the other group. And a perfect example we 
have of it is when they jumped onto cotton and it was depressed down, 
acreagewise and otherwise. 

The State of Arizona then went to planting wheat that they norm- 
ally never had planted due to the drastic cuts in their acreage in 
cotton. That thing has just gone through this cycle. The one that 
sets the highest in support price was, naturally, the one that every- 
body took up. 
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And consequently, wheat has been the last one. So it has been 
spread the furthest, in my opinion. 

Mr. Bevcuer. Yes. As I understand your suggestion, first, you 
set a national wheat quota which, as I stated a minute ago, would fit 
the domestic and export requirements. Then you break it down into 
the State and then into the county level. And eventually, into the 
farm level. 

Mr. Scumipr. That is right. 

Mr. Betcuer. Practically all of the wheat could be raised or dis- 
posed of. 

Mr. Scumipr. Disposed of. 

Mr. Be.tcuer. Except for use on hisown farm. 

Mr. Scumipr. That is right. 

Mr. Betcuer. How would you put a limit on these large farmers? 
Would you just say no farmer could raise more than—no farmer 
could have a quota above so many bushels? How would you do that? 

Mr. Twepr. No. 

Mr. Scumipr. No, no. Whatever the operation justified, that would 
be their bushelage allotment. 

Mr. Betcuer. The farmer’s quota is based on 1952 and 1953—that 
would be his share of the allotment, or their quota. 

Mr. Scumipr. The restriction would be placed on the amount of 
money that could be received through compensatory payments or 
whatever type of payments or certificates or anything else. 

Mr. Bevcuer. He could just sell quota wheat. 

Mr. Scumipr. That is all he could sell. 

Mr. Joyce. He could sell it regardless of the size of the operation 
but his protection would be only up to a certain limited amount. 
And after that he would take whatever the price was on the balance of 
the quota. Our interest is chiefly in protecting the family farm. 

Mr. Bevcuer. There would be no restriction on his selling within 
the quota. 

Mr. Scumipt. No, no. 

Mr. Betcuer. But his compensatory payments—— 

Mr. Scumipt. Would be limited. 

Mr. Betcuer. Would only apply to a certain number of those, 
whatever the limitation you might have. 

Mr. Scumint. Yes. 

Mr. Joyce. Which is designed to protect the family farm rather 
than the very large grower. He needs the protection more. 

Mr. Twepr. In many instances the large producer has become large 
because he has had to do that to bring his income up. All of us would 
rather produce half of the volume with half of the work and half of 
the investment if we could get the income equivalent from that to 
provide a good standard of living, a good income to all. Many of the 
large operators are not interested in farming a huge number of acres. 
but they must have income protection. They have tried to achieve 
it by increasing their volume in acres. If the price income level was 
much improved they would not be concerned over having to cut back. 

Much of our wheatland that is producing today is land that has 
been mentioned earlier and should be gotten back away from wheat 
production. And many of us realize when we put it into wheat pro- 
duction, that it was not the wisest thing to do, but we were forced to 
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do it to augment our income. We had to produce just as fast and as 
hard as we could to get the income up. 

And we have been going at it the wrong way. We have been fight- 
ing a losing battle. If the mcome will come up, then the majority of 
them will reduce their acreage and their marketing quotas. They 
would much rather haul 5,000 than 15,000 or 20,000 bushels to the 
elevator. 

Mr. Bevcuer. Of course, you realize that the subcommittee is a 
small part of the Congress. In view of the fact that your bill has 
for its purpose the moving back of the wheat production from the 
nonwheat areas to the wheat areas, I am wondering if your organiza- 
tion is going to be able to exert enough influence in those nonwheat 
areas to get the Congressmen from those areas to give the wheat pro- 
duction from their constituents back to our constituents. 

Mr. Scumipr. I would answer that in this way, I think you would 
be in a much better position to know that than we do. [Laughter. ] 

Mr. Bevcuer. I think that we both understand each other. 

Mr. Scumupr. I think that is right. 

Mr. Joyce. It seems that in all of the discussion we always come 
back to the need for a comprehensive program. Our organization 
supported in 1938 the basic Ronn law after triple A was declared un- 
constitutional which started the support on six basic commodities. 
And it worked well, but there have been faults in it. Not all com- 
modities were included at that time. 

And now after 20 years or more of experience, we feel that the 
way is marked and that a comprehensive farm bill, including wheat 
and all of the other commodities, will take care of a lot of these 
problems. 

Mr. Twepr. We would like to apply the same protection to all of 
the commodities. 

Mr. Avsert. Mr. Breeding has some questions. 

Mr. Breepine. Mr. Schmidt from Colorado is a neighbor of mine, 
although he is not in my district. We have Mr. Daniels and Mr. 
Steele, both longtime friends of mine and residents of my con- 
gressional district. 

I am glad to hear you this morning and I appreciate your bein 
here, all of the members. I want to assure you that I have winnt 
your testimony very much and I certainly agree with many of the 
statements which you have made. 

I do have a few questions. 

Mr. Joyce expressed himself about the are? operator. Iam wonder- 
ing what provision you have made for a landlord. For example, I 
have a land company in my district which has quite a lot of tenant 
farmers and in Mr. Schmidt’s district, too, and they have stated to me 
that they have a thousand tenant farmers and these are all family sized 
farms. 

What provision would this land company have to meet so that they 
be allowed to participate in this program, even though they might 
have a quarter of a million dollars worth of sales in 1 year? 

Mr. Scumipr. Mr. Breeding, I think I am well aware of the question 
that you brought up. And I do not know just exactly how to answer 
that question because you do not know what they have in mind so far 
as their anticipation of operations is concerned. 
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I might state this, that under our existing soil bank program these 
same tenants with this same company are operating under the soil 
bank program on a cash-lease basis. And it would be my assumption 
under a program such as this that they would operate on somewhat 
the same fashion. That would be my opinion. I could not say. 
There isno provision there for it as I see it now. 

But I can see where on a tenant angle that it could very well go on 
as they are handling the soil bank program at the present time with a 
limitation on the soil bank. 

There is another large operation in the State of Colorado that does 
not use tenant operators. Theirs is wholly on their own. They 
would definitely be affected. 

But this particular case that you speak of where they operate 
wholly on tenant farmers, I don’t see why it could not be handled in 
that fashion such as they have handled the limitation on soil bank 
now. That would be my opinion of it. 

Mr. Breepine. With regard to the classes of wheat, this gentleman 
next to you made the statement that where you live you produce 
Hard Red Spring and Hard Red Winter, that you could shift back and 
forth. I believe that was your statement. 

Mr. Twepr. Yes. 

Mr. Breeprne. Suppose you live in an area where you can only 
raise Hard Red Winter wheat, would not this class distinction have 
some bearing on that operation ? 

Mr. Twepr. Yes, we pointed out, Mr. Breeding, that there must be 
protection for the integrity of the various classes of wheat. And 
that was one of the problems that we posed, that if they were to 
increase their use of this particular class of wheat which could call 
for an increased quota, then should you give this quota, additional 
quota, divided among all of the growers of all classes of wheat, or only 
those who produce this one particular class which was, we will say, 
in short supply at some particular time. 

Mr. Breeprne. Is it your opinion that you would divide it among 
the people that grow that particular class of wheat? If they are 
short of that class of wheat then they would get more production on 
another class. 

Mr. Twepr. Yes. 

Mr. Breepine. Would it not go to producers that grow other types 
of wheat ? 

Mr. Twepr. Yes, sir. 

Mr. Breeptnc. Would you go along for a wheat bill or the passage 
of a wheat bill here, for an overall farm program ? 

Mr. Twepr. Yes. 

Mr. Breepinea. If we get out some kind of wheat legislation, would 
you go along with something like that? 

Mr. Twepr. That would be very desirable to keep it an all-compre- 
hensive farm program. However, there is the possibility that a good 
wheat program, as was pointed out, I believe, by Mr. Joyce, if we 
could develop a good wheat program, that it would point the way, and 
that we ask that similar treatment be given to growers and producers 
of all commodities, that they be given the same opportunity that we 
are asking here for the wheat producers. And that perhaps by the 
development of a good wheat legislative bill that you will point the 
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way and set the pattern for the development of similar programs 
for all other commodities. Assuming that we have to start some- 
where, that we are starting with wheat, that similar objectives, similar 
programs could be applied with different mechanical operations to 
all commodities. 

It is our feeling, Mr. Breeding, that that is the desire of your sub- 
committee and of the entire Congress, that they want to develop, as 
was pointed out, you have constituents in your own area that are not 
producers of wheat only, and what are they going to say if we take 
their wheat, lower their wheat quota, then we certainly must offer 
them an alternative, the same as we are asking for ourselves. 

Mr. Breevinc. What grows in every State of the Union. Of course, 
when you cut down cotton acreage and othér major supported crops 
they plant wheat and they do it in every State. I am very much 
interested in giving the wheat production back to the wheat country. 

I don’t believe in your statement that you made any remark about 
penalties. What penalty would you provide for wheat that is non- 
quota wheat ? 

Mr. Scumipr. You mean his wheat that was raised over and above 
his quota ¢ 

Mr. Breeptne. Yes. What is the penalty for it in your bill? 

Mr. Scumipr. There would have to be restrictions placed on that 
whereby it would be impossible to do so. 

Mr. Breeprne. What if hesold it? 

Mr. Scumipr. In other words, you had a marketing card or a 
bushelage certificate, or whatever happens to come out that you might 
call it, that would be it, and that would be it, period. There would 
be no place where he could sell the balance of it. And if he did, 
black market or something to somebody, a penalty would have to be 
so rigid that it would be impossible. That would have to be in it. 
We don’t have it. That would have to be part of it. A very rigid 
restriction would have to go with it. 

Mr. Breepine. That is all. 

Mr. Avserr. Mr. Smith, do you have any questions ? 

Mr. Smiru. A while ago some gentleman testified that wheat pro- 
duced on farms in bushels would have to be kept on the farm, the 
excess Wheat, that it could not be sold. In other words, it is an 
insurance program. Is that it? 

Mr. Twepr. That is right. 

Mr. Smiru. What about this big farmer that they are talking about ? 
Somebody said a while ago he could sell it at whatever price he could 
get for it. 

Mr. Jounson. He has a marketing quota for so many bushels, He 
can sell up tothat amount. 

Mr. Smiru. What about the surplus, what will he do with that? 

Mr. Jounson. It is based on his acreage. 

Mr. Smiru. I am not trying to be facetious, I am trying to find out 
if you gentlemen believe that if he exceeds his bushelage allotment he 
had got to store that bushelage allotment on his farm and cannot. put 
it into channels of trade, the excess; is that right? 

Mr. Jounson. That is right. 

Mr. Smiru. Whether he produces 20 or 2,000? 

Mr. Scumipr. That is right. 
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Mr. Jounson. That is right. He can feed it, if he wants to. 

Mr. Smiru. How? 

Mr. Jounson. If he loses his crop next year even, he has the 
reserve. 

Mr. Smiru. None of this would go to the outside. 

Mr. Jounson. No, sir. 

Mr. Smiru. Do wre want to define the family farm ? 

Mr. Jounson. In my book it is all of the land that the farmer owns 
and operates or rents or whatever that is. When he gets bigger than 
that he is outside of the family farm unit. 

Mr. Smiru. What is the size of a family farm? 

Mr. Joyce. I have a definition here. A family farm, or ranch, is 
one which provides the main source of income for the farm family on 
which the farm operator, owner or tenant, or members of his family 
make most of the managerial decisions, participate regularly in farm 
work, and normally supplies a substantial part of the labor needed to 
operate the farm. That is the one we shide by, 

Mr. Smirn. Does that provide that he can exchange with his 
neighbor ? 

Mr. Joyce. I am sure it does. 

Mr. Smirn. But you would not try to limit the number of acres ¢ 

Mr. Joyce. No. 

Mr. Twepr. No. 

Mr. Joycr. We would discourage it. 

Mr. Smrru. The gentleman from Montana spoke about the three 
varieties of wheat. What three? 

Mr. Twepr. Hard Red Spring and Hard Red Winter and Durum. 
Durum was for a comparatively short period of time under the special 
Durum legislation when the rust destroyed for 3 or 4 years the Durum 
production in the Durum triangle in North Dakota. 

Mr. Smirn. Can you do that because of climatic and soil condi- 
tions? 

Mr. Twepvr. And because of varieties developed in the various 
classes of wheat. 

Mr. Suiru. Is there any other section of the country that you know 
of that can do that? 

Mr. Twenr. I believe there is an area in North Dakota. 

Mr. Joyce. We can interchange between Durum and Hard Red 
Spring in much of North Dakota. 

Mr, Twepr. In a great part of Montana that can be done, particu- 
larly as concerns Hard ed Winter and Hard Red Spring. And 
there is, also, a possibility that some of the soft wheat can be raised. 
And I believe, also, in Colorado, that some of the soft wheats and in 
South Dakota, both classes of Hard Red Spring and Hard Red Win- 
ter can be raised and the Soft Winter and Springs, also, are inter- 
changeable in many of these areas. 

Mr. Smirn. Do you base your decision upon what the weather fore- 
casts—do you base it upon that what you will plant ? 

Mr. Twepr. Not so much on weather forecasts as on present 
weather conditions because the Hard Red Winter is seeded in the fall, 
in September and October, when soil and moisture conditions deter- 
mine whether or not it will be a successful crop for the following 
year. 








WHEAT 127 


Mr. Situ. I am sure from the way you appear here and the way 
you talk that you would consider weather cycles, would you not? 

Mr. Twepr. Yes, sir. 

Mr. Suiru. Definitely so. 

Mr. Twepr. Yes. 

Mr. Smiru. And that would be a determining factor in other parts 
of the United States, if they anticipate high moisture, but, also, the 
weather cycles. 

Mr. Twepr. If we could do anything about prognosticating the 
weather within a reasonable degree of accuracy, we farmers would be 
in a much less risky position, if we could do that. 

Mr. Smrru. The weather factor is the biggest single factor that the 
wheat farmer actually faces. 

Mr. Joyce. Yes. 

Mr. Twepr. Price is a close second. 

Mr. Smrru. What? 

Mr. Twepr. Price. 

Mr. Smirn. So far as production is concerned—— 

Mr. Twepr. Yes. 

Mr. Smirn. As you look down the road 20 years from now, on wheat 
production, do you see down the road some place where the Govern- 
ment is going to sell all of the wheat you raise and you give it to them 
just like they do in other countries? Sot 

Mr. Twepr. Yes, using the word “Government,” interpreting it as 
meaning the people that through Government backing or Government 
help, the farmer elected committees through their own governmental 
agencies will control the wheat and supply and production of the 
wheat. 

Mr. Smiru. And when you say that, there will be a governmental 
club around to see that you do that. 

Mr. Twepr. Around. 

Mr. Samiru. A governmental club around to see that you comply 
with this Government that you are talking about. 

Mr. Twepr. What? 

Mr. Smiru. Government applies force. You can’t have Govern- 
ment without force, the Government does that. 

Mr. Twepr. No, in all of these bills I believe, Mr. Smith, there is 
the referenda part of the bill wherein the growers of the commodities 
themselves do that. 

Mr. Smirx. In other words, what I am trying to get out, don’t you 

erceive down this road in the future what they are doing in Australia, 
in England, in France, and in the Argentine, and in New Zealand, 
every bushel of wheat goes into Government elevators, and they are 
the ones that sell it. 

Mr. Twepr. I don’t think it will be quite that way because this is 
geared to the protection of the family farmer and to the national 
economy. All of this hinges on the effect on the national economy 
and the welfare of all of the people, not putting agriculture in a 
position where it can dominate or any other segment of the economy 
can dominate. That we do not want, definitely. We feel that that is 
not the intent that is definitely provided for in all of these bills, 
the wheat bills being considered by your subcommittee. But the 
control of the program, the administration of the program by farmer- 
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elected committees geared to the national economy and the needs 
of the economy is amust. And we do feel that people in agriculture 
are extremely interested in administering a program of their own that 
will achieve those goals, based on filling human stomachs and for the 
protection of the general welfare. 

Mr. Smiru. But overall standard controls. 

Mr. Joyce. In addition, in our organization we are very much in- 
terested in cooperative development which is, also, the principle of 
democracy applied to economics. And we have our farm storage fa- 
cilities and local elevators and the terminal facilities. And if we 
have those we can control that in a most democratic fashion with a 
minimum of interference by Government. 

Mr. Smita of Kansas. That is all. 

Mr. Atsert. Mr. Short. 

Mr. SHorr. Just a couple of questions, Mr. Chairman. I wish to 
offer a brief word of commendation for the analysis that you people 
have taken the trouble to make of this widely divergent, you might 
say, legislation having to do with wheat that has been introduced 

ere. 

I will tell-you from my experience trying to analyze some of these 
bills down to the last detail I recognize that you have done a lot of 
work on them. 

There are a couple of questions that I would like to ask that have to 
do largely with this question of trying 

Mr. Atzert. Before you go ahead I will turn the gavel over to Mr. 
Breeding. Ihavetoleave. I want personally to thank you gentlemen 
for being here. I want to say, also, that we have been requested to 
hear Mr. Palmer Wagner, of Whitman County, Pomona Grange, in 
Southfield, Wash. It appears that we cannot hear him this morning 
because we only have 10 minutes left. Mr. Wagner, I have asked for 
a statement of the number of witnesses on tomorrow and perhaps we 
can arrange to hear you tomorrow. 

Mr. Waener. That will be entirely satisfactory. 

Mr. Avzert. I am sorry we didn’t have you on the list earlier, but 
we didn’t know about it until the last day or so. 

Thank you. 

Mr. Suort. I was wondering about the mechanics of handling wheat 
by classes. The possibilities are rather broad of intermingling the 
production of these kinds of wheat on a single farm, not in three 
categories but in two categories. It is a very possible thing in a 
comparatively large area in North Dakota. It is quite possible to 
produce Durum wheat over there. It is a common practice to produce 
the more desirable crop. 

I am wondering, No. 1, if you attempt to make that Se pInecn 
whether you would give a lot of consideration to the possibility of 
limiting the production of any particular class of wheat on a farm, 

The question in my mind, as you know, the question in the minds 
of the Durum people, would be to set Durum in a class by itself, with 
flexible allotments according to the demand for Durum wheat, with 
restrictions in the event that the allotments of Durum were increased, 
it would restrict production on the individual farm to the production 
of that class Durum. As you get on the edge of the Durum area I 
would assume that you are going to start running into some opposition 
to that. However, I do think that if you are going to accomplish 








WHEAT 129 


your desired objective that you almost have to make that approach. 
And I think you would have to apply that across the board, perhaps, 
to all of the other classes of wheat. If you do not do it, it seems that 
you run into this. Also, you would multiply considerably the me- 
chanics of administering the program. Instead of having so many 
acres of wheat to keep track of you would have so many acres of a 
couple or maybe three different varieties of wheat to keep track of. 

There, also, comes into the picture the matter of how you would 
handle the history figure for the farm. If you were allowed an in- 
crease in one class of wheat and your history for that year auto- 
matically went up, then if that increase for that year was allowed 
to increase the history for the farm, what happens as the production 
of that class of wheat is reduced? Can he apply that history to 
another class of wheat? That is quite a detailed question. 

Mr. Twepr. Let us say that we believe that the integrity of the 
various classes should, first of all, be maintained, that we should put the 
Hard Red Winter production in the area where historically it has 
been grown, where it is desired that that is the type, the class, and 
do that with each of the classes. And as you say you will run into 
the problem on the borderline areas where they go from one class 
tothe other, where you will find intermingling. 

By and large, it is not desirable to have intermingling on your own 
farm. Most of us will stick to one class or another. 

Then, as to the problem of historical quotas, if there is a demand 
for Durum, for example, let us use that as an example, because we 
have a previous example—you have been assigned an additional 
quota. Maybe you will have to go outside of the Durum area to get 
it to meet the production. 

Then when that is done, they will have a historical] Durum acrea 

It could be handled the way it was 3 or 4 years ago when that did 
not become historical acreage. Even though we raised Durum for a 
3- or 4- or 5-year period we do not have the historical acreage because 
it was a temporary or an emergency program which would be the main 
reason for having it outside of their usual areas. 

Mr. SHorr. Just one other question that I would like to hear your 
comment on. It relates to the completeness of the controls, perhaps. 

It seems to me that the problem that the wheat program is in today 
stems largely, as we all recognize, from the fact that we have been 
producing considerably more wheat than we can consume do- 
mestically and find a market for overseas. If there had been no 15- 
acre exemption to the program, if that had not been incorporated in 
the original act, would we not have been in this situation? Has not 
that been probably the thing that has resulted in the overproduction 
of wheat ? 

Mr. Joyce. Probably, it was a factor, but the other commodities are 
having the same problems. It was a problem. Corn is faced with 
a greater number than wheat next year if it is a normal program. 

I am sure it was a factor. Not the entire reason, I don’t believe. 

Mr. Suort. If we are going to have a support price we have to con- 
trol production. 

Mr. Scumipr. That is right. 

Mr. Joyce. Or marketing. 

Mr. Suort. The 15-acre exemption provided one of the reasons— 
one of the big loopholes—one of the big shortcomings in the program 
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that has allowed the production to go way beyond what it would 


have been if the production of wheat had been confined to the historic 


wheat-producing farms at the inception of the pro . 

Mr. Joyce. There are other factors, some of which were brought out 
2 weeks ago, the tremendous increase not only because of climatic 
conditions but farming developments and ab developments. And 
wheat in particular has had an increase. 

And then the loss of our export markets. Wherever one around 
the world continues to be hungry and production around the world 
continuesto grow. That issort of a paradox. 

Mr. Breeprne (presiding). Mr. Latta. 

Mr. Larra. I would like to explore the 15-acre minimum question. 
Isn’t it a fact that. most of these farmers planting less than 15 acres 
live east of the Mississippi River ? 

Mr. Joyce. Yes. 

Mr. Larra. Do yousay “yes” ? 

Mr. Joyce. Yes. 

Mr. Larra. Isn’t it also a fact that most of these farmers living 
east of the Mississippi raise Soft Red Winter wheat ? 

Mr. Joyce. That is right. 

Mr. Larra. That is right? 

Mr. Joyce. Yes. 

Mr. Latrra. How can one say that the farmer with a 15-acre mini- 
mum should be eliminated because of the surplus? I don’t quite 
see the reason for it. 

Mr. Joyce. Wheat is wheat without classes, isn’t it ? 

Mr. Larra. You are saying that the fellow who grows the type of 
wheat that is not contributing to the overall surplus should be penal- 
ized, should be cut back. 

Mr. Joyce. I believe we have not said that it would be cut back. 
We would use the same marketing quota. 

Mr. Larra. You say because of the 15-acre farmer there is a sur- 
plus, otherwise there would not be any such question. If you elimi- 
nate the 15-acre farmer, then we would be relieving the surplus. 

Mr. Joyce. We think most of these bills use 1952-53—use that acre- 
age, and then there are various ways of determining yield applied to 
that acreage and they would have that quota. 

Mr. Lartra. The purpose of eliminating this 15-acre minimum, to 
cut back, you are saying that is contributing to the surplus, otherwise, 
there would not be any logic to the argument that the 15-acre mini- 
mum contributes to that surplus? 

Mr. Joyce. It contributes to the total supply. You cannot segre- 
gate it. It becomes a part of it. 

Mr. Latra. I appreciate the fact that in your statement you recog- 
nize the fact that we have different classes of wheat and that the 
wheat problem is different in some sections. But it appears to me 
from what I have heard here this morning is that the 15-acre mini- 
mum grower should be cut back when the type of wheat he is growing 
is not in surplus. I just cannot follow along with your logic. 

Mr. Scumipr. I might add a little there. Going back to our own 
area in Colorado on the 15-acre basis we may have an allotment of 
three-quarters of an acre or 3 acres or 5 acres or what have you, but 
that grower is allowed 15 acres. That, in itself, would be the limiting 
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factor there. His bushelage would be allocated on his original allot- 
ment there, not on the entire 15 acres. | 

Do you see what I am driving at? That is the factor there. 

We have a chart some place that shows the actual acreage under the 
15-acre act. But here is the excess that is planted over and above 
what his actual allotment was. That is where the difficulty arises. 
And, also, on the large operator that is overseeding and paying the 

enalty. 
fi There are two factors. It is not all the 15-acre factor. I don’t 
want you to get that impression. 

It is, also, the large operator that is exceeding and paying the 
penalty and those are in high productive areas, also. 

Mr. Litrk: Without the proposal to eliminate the 15-acre minimum 
which I would not vote for, wouldn’t we actually be hurting the little 
farmer? Say he has 100 acres of land and is growing 10 or 12 acres 
of wheat ant growing corn and growing oats and perhaps some soy- 
beans and, also, pasturing 20 acres of land like they do in northwest 
Ohio, would you take that away from the little fellow—aren’t you 
hurting the little fellow that you say you want to help? 

Mr. Scumipr. That is the reason we mentioned in here in the wheat- 
only bill. Yes, you would in the wheat-only bill. That is right. 
But if you go into the overall, if you took care of all of the commodi- 
ties that that farmer produces, no, because he is planting this wheat, 
you might say, when he would rather raise soybeans or something 
else. But that is the reason we state here that a wheat-only bill is 
not the solution. 

Mr. Latta. Just one other thing with regard to this bushelage rather 
than acreage basis proposal. In view of the fact that you do not want 
wheat to become competitive with feed grain—that has been stated— 
still a farmer who raises a thousand bushels of wheat has an allotment 
of 800, he has livestock he can feed it to, and he can also sell it. He 
has 200 bushels that he will have to feed to his livestock ; otherwise, he 
would buy corn or some other feed. Aren’t you actually making it 
competitive in that instance ? 

Mr. Scumipr. I would not consider itso. I would not. 

Mr. Larra. He is not buying the feed grains to feed into that live- 
stock. Instead he is using the 200 bushels of wheat raised on his own 
farm. Isn’t he in a sense being competitive with the feed grains? 

Mr. Scumipr. In a very small degree, I would say so. 

Mr. Larra. Take all of the farmers in a similar situation, wouldn’t 
we be hurting the feed grain people? 

Mr. Scumipr. Normally, in the wheat producing area that is where 
we have to go back to, because that is where the big volume will be pro- 
duced, that would not be—but what would you want to say there—a 
practice that would be followed—that is not it at all. 

Mr. Latrra. What would you do in that case? 

Mr. Scumipr. He would govern his production. In such a mat- 
ter the chances are that he would probably carry over a supply from 
one year to another, especially out in the high plains area, so that 
he would have something to put in another year in case of a crop 
failure, something like that. But that would be the major factor in 
this wheat that he might grow over his allotted bushelage. I think a 
very small percent of it would go into feed. That would be my 
opinion. 
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Mr. Joyce. Wouldn’t he himself have to make the determination if 
he preferred growing wheat to grain sorghums, or corn or any other 
kinds of feed? Would not the individual farm make that decision ? 

Mr. Scumipr. That is right. 

Mr. Larra. I don’t quite get what you mean, wouldn’t he have.to 
make that decision ? 

Mr. Joyce. Whether or not he should raise wheat at all, let alone 
more than his quota. 

Mr. Larra. For instance, I don’t think the farmer can ascertain 
accurately whether he will get 30 bushels to the acre or whether he 
will get 40. 

Mr. Scumipr. That is right. 

Mr. Latra. If he assumes that last year he got 30 and he planted 
accordingly, he gets 40, that is more bushels. 

‘Mr. Joyce. His total is 800, and he raised 1,000 this year, then he has 
200 bushel crop insurance for the next year when he might raise only 
600. 

Mr. Larra. Let us take the reverse. Let us say he does not meet 
the quota. Maybe he has a crop failure. Can he use that quota as a 
carryover so he can raise twice as much next year, should be be able to 
do that? 

Mr. Joyce. He can raise it. He can keep on adding as much as he 
wants, but he only markets the one year’s quota. 

Mr. Larra. So in the case of 1,000 bushels he has a quota for 800, 
200 he would carry over; is that right ? 

Mr. Joyce. Yes, right. 

Mr. Larra. Assume that he only had 400 bushels and he has a quota 
of 800, would he carry that over to the next year’s market ? 

Mr. Scumipr. I think a lot of the thinking that I have heard ex- 
pressed along that line is that if he only raises the 400, when he has 
an additional 800-bushel allotment, that his neighbor or somebody in 
the adjoining county or someplace else—anyway, he is entitled to 
market, that 800 bushels, and if he can get it off of somebody else to 
do so, that is all right. 

As long as it does not exceed the total allotted bushels. In other 
words, if my neighbor hailed out and I did not, I overestimated my 
allotted bushels, there would be nothing wrong with the neighbor 
using part of it as long as it does not go above the overall structure 
of whatever bushelage is set up there. That thing would be handled 
within itself within different areas, 

Mr. Twepr. One of the things that we are working around here is 
the thing of insurance. We recognize that we are not going to be 
able to each individually contro] our production. We will plant so 
many acres trying to achieve our marketing quota goal as nearly as 
possible plus a little bit of carryover for our own insurance, but He 
with this, the Farmers Union has always supported an all-risk crop 
insurance program. 

In the years that you mentioned when he would only produce 400 
bushels, but would have only 200 bushels carryover from the year 

revious, he would need 400 bushels to bring his income up to the total 
level of his market quota and that is where we go beyond the need for 
a single commodity program and that we need such things as crop 
insurance whereby he can have some protection for that very con- 
tingency when his production is not going to enable him to have an 
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income. And the wheat farmer realizes that more than anyone, be- 
cause of the extremely high risk involved. And he likes to supple- 
ment: his crop insurance along with his own insurance program. 

And then the other point that came to me while you were asking 
these questions, relative what will he do with these 200 bushels. Next 
year he raises 2,000 bushels and so mounts up. He will make self- 
determined adjustments in his production. 

Much of our land needs to be retired on each individual farm for 
at least from 1 to 10 years or maybe permanently from wheat produc- 
tion because it is old, it is worn out and tired and must be retired into 
some other crops. And he will adjust his own production because he 
does have an income built-in protection. That is what he is inter- 
ested in. 

Mr. Breepine. We will have to adjourn. We have other commit- 
ments. 

Mr. Schmidt, we want to thank you for appearing before the com- 
mittee and having produced these fine witnesses. We appreciate your 
testimony. 

I want to announce that tomorrow Members of Congress wili be 
heard on their respective bills. Mr. Ullman, Mr. Johnson of :Golo- 
rado, Mr. Langen, and Mr. Burdick. 

The committee now stands adjourned until 10 o’clock tomorrow. 

Mr. Suorr. I have these statements that I would like to have in- 
serted in the record. 

Mr. Breeprng. That will be done. 

(The statements are as follows :) 


FARMERS GRAIN DEALERS ASSOCIATION OF NORTH DAKOTA, 
Fargo, N. Dak., February 16, 1959. 
Hon. Don L. SHort, 
House Office Building, Washington, D.C. 


DEAR CONGRESSMAN : Attached is copy of a resolution passed at the 47th Annual 
Convention of the Farmers Grain Dealers Association of North Dakota held 
recently at Fargo. 

We trust this resolution will be helpful to you when consideration is given 
the 15-acre exemption plan on wheat. 

Very truly yours, 
FARMERS GRAIN DEALERS ASSOCIATION OF NorTH DAKOTA, 
Lioyp C. Hanson, Secretary. 


RESOLUTION 


Whereas North Dakota has a record of producing high quality wheat and has 
steadily taken a large reduction in acreage planted to this crop while other 
States have been increasing their acreage in the production of lower quality 
wheat under the 15-acre exemption plan, thereby steadily adding to the wheat 
surplus: Therefore, be it 

Resolved, That we ask for an elimination of this 15-acre allowance, at present 
common usage in territories not usually recognized as wheat-producing areas, 
and that a copy of this resolution be sent to our Senators and Representatives 
in Washington, D.C. 


RvusseELL Duncan & Sons, INo., 
Fargo, N. Dak., March 5, 1959. 
To the Members of the House Agriculture Committee, Washington, D.C.: 
Dear Stirs: I submit for your consideration a plan for a revised farm program, 
which is as follows: 
It has become apparent that the present farm program is not working as 


we all thought it would. However, with a few changes that I would like to 
suggest I am sure that it will be a big improvement. 
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There seems to be so much feeling against a so-called surplus, but in reality, 
if the normal carryover and next year’s seed were deducted, it would eliminate 
approximately one-third of the surplus. Then it would seem to me that every 
fairminded citizen would like to know that he had a few months’ food in advance 
for his family. 

In Egypt in Bible times they stored up 7 years’ crops for the 7-year drought 
tocome. Seven years’ drought could happen here in America, also. We wouldn’t 
want to put ourselves in the position of asking Russia, for instance, for food. 
I wonder would we get bread or would we get a stone? 

We have the opinion that we have increased our producing ability with better 
and’ bigger machinery, better seed and fertilizers, and new techniques. It is 
nice to build up an ego, but I farm 3,200 acres of land at Calvin, N. Dak., and 
use the best farming practices that I know of, and I also have a seed company 
in Fargo; we endeavor to collect and process the best and newest varieties 
of seeds and services for agriculture. Through the last 25 years that I have 
farmed, I can say that we have had some very lean crops, even though we 
have the best of everything. We must realize that we have the elements to 
contend with in producing food and they are no respecter of persons. 

Any well-managed business must have a surplus to function safely—how 
much more so when we are dealing with food for the human family. 

I would like to propose a plan that I have spent a lot of time thinking 
through, and here it is. 

I propose that we go to bushel allotments instead of acre allotments. I 
further propose that the grower get 100 percent of parity for the wheat that is 
used nationally, and that parity be figured on the past 3 years, always. As 
each year passes, drop off the oldest year and add on the year just passed. 

I further propose that the wheat not used nationally, whether it be 15, 20, or 
30 percent, must be sold at world prices to hungry nations, and if no sale de- 
velops, it must be stored on the farm. It would then be at the discretion of 
the farmer as to whether or not he wanted to save 2 years surplus, for instance, 
then not seed wheat the third year and use this surplus to fill his quota. The 
farmer would receive a storage allowance on the farm. This would basically 
be the ever-normal granary in operation and would provide a normal income for 
the farmer year after year at 100 percent of parity. In this way, the Nation 
would be assured a food supply and the farmer would have a steady buying 
power rather than alternating between boom and bust. 

I further propose that the Government stop all storage payments and handling 
payments on all wheat in terminals and public warehouses, as this wheat will 
be readily absorbed in the channels of trade as it would represent that portion 
of the crop that would be sold for national consumption. This would restore 
normal competition in marketing and distributing of cash wheat. 

It seems imperative to national defense to have the excess wheat stored on 
the individual farms rather than have it stored in large concentrations in a 
few spots where 1 dozen bombs, for instance, could destroy that many locations 
in a matter of minutes, thereby destroying a large percentage of the food 
supply. Also, this would leave the terminals free to handle the nationally 
consumed wheat in an efficient and orderly manner. 

I feel that this plan would, in a few years, eliminate our so-called surplus and 
still have a carryover on the individual farms that could be tapped quickly 
when needed. It would also eliminate the costly terminal storage problem. 

We must maintain a healthy balance between agriculture and industry. I feel 
this plan will do that and at the same time provide a readily available supply 
of cash wheat, and have a carryover in a safe place for emergencies. What 
would work for wheat could, with a little variation, work for some other 
surpluses as well. 

I feel very strongly about this and would be very glad to come to Washington 
and discuss it further with you or the appropriate committee. 

This is a very serious national problem and we must all work prayerfully 
together for the solution. 

Very sincerely yours, 
RUSSELL DUNCAN. 


(Whereupon, at 12:05 p.m., the subcommittee adjourned.) 
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WHEAT PRICE SUPPORTS AND MARKETING QUOTAS 


THURSDAY, MARCH 12, 1959 


Houser or REPRESENTATIVES, 
CommMopiry SUBCOMMITTEE ON WHEAT 
or THE CoMMITTEE ON AGRICULTURE, 
Washington, D.C. 
The subcommittee met, pursuant to recess, at 10 a.nt., in room 1310, 
New House Office Building, Hon, Carl Albert (chairman of the sub- 
committee) presiding. 
Present: Representatives Albert, Bass, Breeding, Belcher, Smith 
of Kansas, Short, and Latta. 
Also present: Representatives Poage, Mrs. May, and Horan. 
John H, Heimburger, counsel; Hyde Murray, assistant clerk. 
Mr. Apert. The subcommittee will come to order. 
Will you come forward, Mr. Wagner, and we will hear you. 
You do not live here? 
Mr. Wacner. I am from Washington State. 
Mr. Apert. We will be pleased to hear from you. State your 
name and your address. 


STATEMENT OF PALMER WAGNER, REPRESENTING THE WHITMAN 
COUNTY POMONA GRANGE, GARFIELD, WASH. 


Mr. Waener. Mr. Chairman and members of the House Agricul- 
ture Committee, my name is Palmer Wagner. I operate an average 
diversified dryland farm in Whitman County in Washington State. 
Wheat is my principal crop, and my remarks will be confined to past 
and suggested wheat programs, farmer attitudes on this subject, and 
our opinions of some of the unfavorable publicity we have not earned. 
We recognize that the agricultural committees of the Congress are 
well informed, and to this fact the American farmer owes much. In 
the hope that the committee’s fund of information from grassroots 
sources may be broadened, the following statements are offered. 

The time has come when all Americans should listen to informed 
sources from within our industry whose management capabilities and 
long-range economic analyses point the way to mechanisms which 
will reverse the trends of recent years, and make possible in the fore- 
seeable future a return to more normal supply and marketing rela- 
tionships. 

In speaking to economists, heads of storage and grain warehousing 
companies, and those who state the policies of some farm organiza- 
tions, [ have a feeling that they may be captives in their respective 
situations to the extent that their eyes are closed deliberately, or 
clouded by honest ignorance, to some obvious facts clearly apparent 
to farmers intimately enmeshed in their own situations. 
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Economists can tell you what has happened after the fact, but even 
then it is most difficult for one who is, in effect, “refereeing the game 
from another gymnasium,” as they do, to appraise correctly all the 
human factors that enter into the total which they read. Further- 
more, they have little knowledge of new trends which can totally 
override the influences their interpretations depend upon, to the ex- 
tent that the advice they offer can be the exact opposite of what may 
be needed to remedy a given situation. 

As a case in point, may I cite the present assumption which is quite 
popular, that a declining price will materially cut production and, 
therefore, can be used as a production control device. In practice this 
does not work because nothing could be farther from the truth. 
Farmer reaction to this pressure is a most natural result and is not 
_ to be construed as a deliberate organized effort to discredit the present 

program. e 

In the first seri the farmer who can afford to cooperate in a 
program embodying the requirement of reduced acreages, is the man 
who is well paid for that which he produces. 

Second, when farmers find themselves in an already adverse eco- 
nomic climate, and prices decline still farther, it is their prerogative 
to work the only variable left, which is to increase yield off given areas 
to maintain present income levels. This is precisely what a furniture 
dealer does when he cuts prices to meet competition by increasing 
the number of unit sales. He must sell more units at a lower price 
or lose out. Farmers have had to do the same. 

There are, I think, some influences outside of agriculture that 
have worked diligently to flex these prices downward to their own 
benefit. 

As a sidelight, I now quote the “Business Trend Periscope” of 
Newsweek magazine for March 2, which says: 

The weakness in farm prices should compensate for the steady upward pres- 
sure this year on most other goods and services and thus keep the overall cost 
of living stable. 

Perhaps a goal is now being realized at ourexpense. Further declines, 
if gained, will increase profit margins outside of our ranks. 

In summary, let me say that declining prices are a much greater 
incentive to produce than high prices. This is due in part to a 
farmer’s great resistance to shifting to other pursuits and his great 
desire to remain in that sphere of activity and enjoy its healthy family 
environment. Other pursuits to him are a less free way of life. 

However, we should not be deluded by the sudden emphasis on the 
necessity of granting the farmer freedom—a condition no major 
sector of our economy fully enjoys. 

Freedom is a relative thing and its effect on any individual can 
be good or bad, depending entirely upon that person’s relative position 
when that freedom is granted. As long as we are subject, within 
our capitalistic system, to substituting values such as dollars, as the 
only measure of success or failure of every human endeavor, we 
tend to lose sight of the old intangible virtues which, if followed, 
promote the philosophy of live and let live. And so the freedom of 
choice becomes only a means to an end. A means that has no mean- 
ing in itself, if the labor and capital involved have no comparable 
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reward that brings to the citizen so engaged, the income to enjoy 
the good things which should accrue to industrious people of 
judgment who are engaged in a legitimate business supplying one of 
society’s most basic needs, 

Let us also beware of the advice that increased efficiency is a partial 
answer. When used within reason, it is a helpful device, but it is 
not to be abused as a weapon to unnecessarily and arbitrarily thin 
our ranks. 

We ony face chronic manpower shortages and cannot hope to 
attract our help from without our ranks at prevailing wage scales. 
As an individual, I am not too keen to further increase my efficiency 
only to help someone else’s profit margin. 

By this time it should be quite clear that my confidence in the 
policies of the Department of Agriculture and its leadership is 
severely shaken. It is a sad commentary indeed that when one comes 
thousands of miles, as I have done, representing some 3,000 members 
of the largest farm organization of my county, which is the Whitman 
County Pomona Grange, a unit of the strongest, most representative 
farm organization in the State, that not one of those members nor 
any of its executive committee has even hinted that I try to see Mr. 
Benson. This is at a time when wheat is the declared target legisla- 
tion on agricultural matters for this Congress, and when my county 
has produced and can produce in any year more wheat than any other 
in the Nation, I, myself, will make the effort, not ignoring any open 
door. 

Since the founding of our Republic we have kept pace with the needs 
of the times through amendments and the addition of new legislation 
to avoid unhealthy trends that would undermine the principles that 
underlie our philosophy and might cause our system to crumble. 

Poor or ineffective legislation must be changed in a constructive 
manner rather than being discarded entirely and leaving an undis- 
ciplined area of operation. 

Yet, we are being advised to discard controls. I say to you, that 
until we can work our way back to a more stable situation we may 
need different controls—but certainly not less. Supply, as well as 
marketing, must still be controlled for a time. 

May I emphasize that informed farmers are perfectly willing to 
work in an atmosphere of limited opportunity for a time, rather than 
hope to exist in one of constantly diminishing opportunity—until 
even that reaches the vanishing point. 

We find ourselves in our present situation, in fact, because legis- 
lation now in force has not been explicit enough in its application to 
our problem. All conditions which could reasonably be foreseen have 
not always been provided for. We can no longer afford to ignore any 
possibility that could conceivably cause us serious trouble. ‘The situa- 
tion is too grave for that. It is painfully evident that seemingly small 
probabilities, which in the past have been minimized in hope, have 
all too often been the seeds of new problems which defeated the 
total program. 

Such has been the 15-acre exemption, and its contribution to our 
present surplus. However, I think that the small farmer in this cate- 
gory, who has a consistent wheat growing history should certainly be 
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permitted to continue to grow wheat according to the 1952-53 allot- 
ment base, as revised. The 15-acre man has gotten a bad name be- 
cause, percentagewise, more operators in that category have abused 
their reasonable opportunities. I think we need to be concerned about 
the “in-and-outer,’ whether he grows 15 acres, or 1,500 in a noncom- 
mercial, or commercial area, and pays his penalty. 

Such grain then clutters up the market price, compounds our prob- 
lem, and feeds ammunition to our critics. 

As a contrast, let me refer you to a fine example of a working pro- 
gram. It is the Sugar Act. Since the first 5 years of its operation, 
it has been consistently in the black with a realized income of $384.7 
million. This is during a 26-year period, when nonrecourse loans 
have been used only 3 of those years. Total losses were only $14.9 
million. 

Here is what the press says about that in New York on January 7: 

Sugar is one commodity whose price is closely watched and regulated by the 


U.S. Government. 
SALES REGULATED 


The United States regulates sales under a law designed to keep domestic cane 
and sugar beet growers as happy as possible while still letting our offshore 
possessions and allies maintain their economies. 

Before the sugar harvests start the U.S. Department of Agriculture has the 
duty of estimating how much Americans will consume during the year. It 
then divides that by formula among the supplies—the domestic sugar growers, 
Cuba, Hawaii, Puerto Rico, and the Philippines. 

Their harvesting and refining is then tailored to these quotas and to their 
own estimates of how much more sugar they can sell in markets other than 
the United States. 

If American consumption drags, the Department of Agriculture lowers the 
quotas allowed into the market, and thus drooping prices are revived. 


QUOTAS RAISED 


If consumption exceeds the quotas—which happens more often than not, 
since the original estimate is usually set low—the quotas are raised, making up 
the shortage and killing any boom in prices. 


Nothing has been done for sugar, in principle, which could not 
effectively be done for wheat. I might add that sugar has enjoyed a 
consistently good parity ratio because of the aforementioned reasons, 
I would suggest that the Department of Agriculture might well admit 
that it is possible to regulate by these devices the movement of a com- 
modity in a prescribed manner, for the protection of both consumer 
and producer, in wheat as well as sugar. Otherwise, there is a glaring 
inconsistency of policy here. 

Before giving my support to certain bills introduced in this Con- 
gress, there are two more relative facts which influence our marketing 
movements materially and bills calling for these inclusions should be 
viewed with a wary eye. 

First, the influence of the Department of State should not. be 
strengthened by any means whatever. It has already been an inhibit- 
ing factor in several instances where volume sales have been lost. It 
is only the judgment of men, and decisions based on international 
political expediencies are sometimes wrong, and the farmers have 
suffered needlessly. We, as a nation, should recognize that our in- 
fluence is infinitely greater for good, if we supply have-not nations 
with their needs rather than attempt to influence and maneuver their 








WHEAT 139 


internal policy by withholding that which would satisfy that need, It 
was King Solomon who said in Proverbs : 

He that withholdeth corn, the people shall curse him: but blessing shall be 
upon the head of him that selleth it. 

This reference to corn is included only because the text so reads. 
This axiom also applies to wheat, however. 

We have a moral obligation before the world to spread our bounties 
by all reasonable means as long as most of humanity goes to bed 
hungry each night. 

There are those among us who would divide us as producers accord- 
ing to quality with varying prices for each classification according 
to use while ignoring partially the domestic parity principle. Each 
variety of wheat has a preferred application in our domestic market, 
and I fear that those supporting such bills may well be operating to 
their own detriment if they are unaware of present carryovers in 
popular high quality hard wheats as compared to soft white suited to 
pastry, crackers, cone, and biscuit flours. Here is a trend where 
eating habits and buying are gradually changing market outlets, and 
we should be very careful that we do not allow any group of producers 
who supply a given variety to hamper themselves pricewise on the 
wheat they produce. 

There is no defense, in my opinion, for the present philosophy that 
we must abandon traditional parity concepts as they relate to the 
pricing of our commodities. No other industry is being asked to 
ignore the facts of life to this extent. If we can reassume an equitable 
an the entire economy, even though dangerously inflated, will 

granted a reprieve and a grace period for readjustment. There is 
not enough time to accomplish this if agriculture must suffer the 
consequences before us as a result of continued pressure to force prices 
down by continuing high production with less and less controls. It 
becomes a vicious cycle in reverse, which is as great a robber as run- 
oney inflation itself. You work yourself to death in the process, 

esides. 

In this connection, I would speak strongly against the “average 
market price” program which can be bolstered in any year by public 
cued to keep a market price in a given year in the proper relation- 
ship. 

The only unknown in this approach is annual yield, which is not 
apt to decrease materially, and coupling this probability with the 
hard fact of our present stocks means that it could be a costly pro- 
gram to the taxpayer at the same time the producer gets progressively 
ess. 

You don’t have to be much of a mathematician, or know much 
about marketing to foresee that this curve will become fixed in its 
downward slope. 

It is true that it will gradually level off, but the timelag will be 
ruinous and those operators still in business will be on a dollar trading 
break-even basis, or worse. 

This, of course, is in keeping with the popular idea that if a farmer 
gets back his annual investment in any year, he’s got a good enough 
deal. Much publicity was given in recent years to a statement that 
if a farmer can produce wheat at 67 percent of parity, he should have 


38449—59——_10 











140 WHEAT 


no more for it.. This is like telling a hardware merchant to both buy 
and sell his goods at wholesale price levels. 

By now you may well wonder what I am for in the wae of a pro- 
gram. For some time, I have strongly supported the multiple-price 
plan, or domestic parity concept as it relates to wheat, developed by 
the National Grange. This program has had enough merit to pass 
each House of Congress at least once. In later years I have ca 
pleased to see the National Assoication of Wheat Growers adopt this 
worthy program as their accepted approach to a solution of our prob- 
lem, and so it seems that some of the best legislation introduced up to 
the time of this writing is the bill sponsored by the National Asso- 
ciation of Wheat Growers, one designation being H.R. 4725, as intro- 
duced by Mrs. Catherine May of your committee. 

_ Others will no doubt discuss the details of its provisions and 

methods of operation, but I see several provisions herein that provide 
the mechanics for halting many of the distressing aspects of present 
programs. 

It specifically provides for reduction of present stocks by insulating 
from the market a 500-million-bushel strategic reserve, and by pro- 
viding for an annual reduction of 75 million bushels. 

It provides marketing quotas with realistic prices for each cate- 
gory according to use and destination. It sets up fair means of 
apportioning bushel quotas among farmers predicated upon 1952-53 
base average allotments as revised. This will return to our point of 
departure, in a sense, while we undo the errors that have since 
occurred. 

It also contains the provision that a fixed percentage of the base 
will go into the soil banks to stop the practice of shifting tonnage by 
choosing to plant other crops which cause an oversupply of feed 

ains. 

This bill has the advantages of moving wheat at fair prices, reduc- 
ing stocks, drastically cutting costs of present methods, and retiring 
a part of our agricultural plant. It promises to do all this while 
maintaining farm income, and this is its greatest virtue. 

I can strongly support the bill as far as it goes, but it appears to be 
somewhat incomplete or rather hastily drawn, and I would draw 
your attention to means by which it can be strengthened and at the 
same time improve its palatability to the farmer. It should already 
be most palatable to the consumer and taxpayer. 

In my individual opinion it seems dangerous to me, not to have 
some sort of a backstop on actual seeded areas, even though the mar- 
keting quotas are expressed in bushels. This is a marketing control 
system, as it now reads, more than a production control system. A 
word of caution is in order here, that as long as we are oversupplied, 
we must not allow any open ends which could match or overbalance 
the planned reductions in present stocks. 

When the farmer plants, he thinks in terms of acres and it is a 
factor in every calculation regardless of the system under which it is 
marketed. I have a great fear that if acreage restrictions are entirely 
removed, the natural psychological reaction of the farmer would be 
a sense of release, and he might very well sow more than good man- 
agement should indicate, and thus for a year or two nullify the gains 
this program promises. I know that individuals are subject to this 
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kind of vacuum, and their reaction can be anticipated with some 
reason. 

Mr. Axzert. I agree with that. 

Mr. Waener. One of the reasons for going to bushel allotments is 
to avoid the rather cumbersome checking of seeded acres for com- 
pliance. However, since the soil bank inclusion of this particular 
measure will require checking and rechecking for a time, and since 
most wheat areas have up-to-date maps, it is not too difficult, it 
seems to me, to use this particular safety measure for a time until 
guidelines of new trends become clear. 

As a suggestion, this measure should include a provision that in 
no instance should a producer sow more than 10 percent more than 
his recent acreage allotments in acres. Adjustments for acts of God, 
such as drought or severe storm loss, could be provided to prevent 
hardship from one year to the’next. 

The temptation to overseed in the hope that it can be disposed of 
as feed wheat somehow, sometimes, somewhere, will be shut off and 
a glut of wheat on the feed market prevented. Nationally, this may 
not be a factor, but in some areas we need to think of it as a part of 
the total picture. 

It seems reasonable also that the sponsors should include the me- 
chanics, or at least state the methods, by which these programs will 
be administered. (It is my understanding that. this will be accom- 
plished later in this series of hearings.) The Secretary should have 
a reasonable administrative latitude, but my doubts do not lead me 
to believe that an unwelcome program to this administration should 
have nearly all its regulations drawn in an unfriendly atmosphere. 

In the past I have had great reservations about the soil bank and 
its supposed effectiveness. However, in our present situation, and 
this is the overriding circumstance, this is perhaps the only device 
which will serve the intended purpose. 

It seems that certain modifications should be included, however, if 
this program will win national acceptance by a referendum. It would 
be tragic to get this bill through Congress, perhaps even over a veto, 
and then have the growers refuse it because of misunderstanding, bad 
publicity, or worst of all, too limited a choice on this point. 

The farmer should have an option on accepting soil bank payments, 
or refusing them, so that he might utilize a part of his base acreage 
so set aside. In my own operation, I have acreage in grass as a con- 
servation practice, and we have never been inclined to put it into the 
soil bank because part of it is needed for pasture. Even with this 
program, if adopted, I might need to use enough of the grass put down 
to prohibit its inclusion in the soil bank. Other growers feel the 
same, and having a limited choice, would perhaps vote against the 
program. The choices offered should leave some administrative lati- 
tude on the farms, too. 

Farmers given a limited choice will vote no, much too often, even 
though such a decision gives, in many cases, a fair overall break. 

The criticism which may be offered could be that wheatgrowers 
will, in many instances, become cattlemen. I seriously doubt that 
this will occur among volume wheat producers in traditional. wheat 
producing areas. The in and outer is not apt to go in now, when 
restocking prices are high. The per acre return on beef from wheat- 
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land is too low. From the standpoint of efficiency, all operators are 
specializing more and more, and in this atmosphere it is not. likely 
he will add labor costs to feed wheat. to an increased cattle operation 
when the prices of the present: cycle are due to decline. When that 
begins, he certainly will not go into cattle. 

It would be only fair to suggest that land planted to grass since 
1953, and not placed in the soil banks be eligible, to meet this 20 percent 
set aside acreage as far as it will go. This is fair and has the dual 
advantage of ae this particular purpose and making it more ac- 
ceptable to individual operators. 

The most serious hurdle legislation of this type has to surmount 
is the unfavorable publicity, not based on fact, which comes from 
high places and has the advantage of wide distribution by a favorable 
press. 

This will have to meet public acceptance. 

My reference is specifically to the bread tax, as it has been called. 
This criticism is based on the premise that it is bad to take the costs 
of a program, which gives an American price to American producers, 
out of the area of taxpayers generally, and let the American consumer 
of those products bear the cost. This is exactly what we have long 
sought to do, and nothing could be more fair... The consumer has long 
enjoyed an indirect subsidy because of lower prices to producers and 
is far ahead of the game as it now stands. The term “tax,” in this 
instance, has no apt application, since taxes of any sort are generally 
computed upon a true and fair retail value, whether they be excise, 
sales, or other use assessments. If the consumer had to pay more than 
100 percent of parity, that excess portion could logically be called a 
“ Dut not if we are not above what might be referred to as wholesale 

evels. 

When an appliance is purchased, for example, the difference between 
the wholesale and retail is in no sense regarded as a tax, nor should 
it be. This is an idea advanced to further confuse the ill-informed 
and help to kill this particular approach. It is an attempt to get 
away from parity prices. 

No one has ever told me what modern parity should be, nor to what 
it should be tied. All they say is that things have changed. 

My suspicions are that modern parity is to evolve into a price that 
is first of all suitable to the buyer and perhaps to the buyer only. 

In conclusion, letme say that I verily believe the domestic parity 
voor would have done more to prevent our present situation than 
any other program. It can do more to get us out of it than any other, 
with the modifications made necessary by our present circumstances. 

It would be one of the great ironies of our time if this worthy pro- 
gram should now be blocked or discredited by inept administration, 
which is not one of the lesser problems of the moment. 

It is my opinion further that the experience, research, and develop- 
ment work of the National Grange in this regard be used and heeded 
relative to information available and suggestions relating to operation 
of this type of program, together with the approaches suggested by the 
wheatgrowers association. I have been tremendously impressed by 
the thinking of the Grange staff here in Washington, and the earnest 
effort not to leave undone any of those things which must now be done 
to avoid the ruinous circumstances now taking shape before us and the 
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likelihood of their arising again out of unintentional oversights in 
shaping a new program. 

There is another consideration that has an important bearing on this 
entire problem, and that is the possible savings involved. As I recall 
the President, in his message to the Congress early in January, implied 
that a costly agricultural program would only be justified if it) were 
working back toward a moral normal adjustment of supply and de- 
mand. Therefore, any program that promises to reduce materially 
Government costs, as the domestic parity principle has always done, 
merits your most careful consideration. 

I appreciate this opportunity and trust that you will do what is 
right as you are pent the insight which comes to all dedicated indi- 
viduals within their respective responsibilities. 

Mr. Atpert. We thank you, Mr. Wagner, for your statement which 
is a contribution to our work. We are very sorry that our time is 
so limited, due to no fault of our own. The House is meeting early. 
And we promised a number of the members to hear them today. 

Mr. Waener. I recognize that. I am glad for the time that has 
been allotted me. 

Mr. Apert. Is hea constituent of yours, Mr. Horan? 

Mr. Horan. No. I will accept him, though. 

Mr. Atsert. He is a constituent of yours, Mrs. May ? 

Mrs. May. He is my constituent. 

Mr. Apert. We appreciate the trouble that Mr. Wagner has gone 
to to come here and to appear before our committee. 

Mr. Horan. Might I make a statement at this time ? 

Mr. Atsert. About 2 minutes. 


STATEMENT OF HON. WALT HORAN, A REPRESENTATIVE IN CON- 
GRESS FROM THE FIFTH CONGRESSIONAL DISTRICT OF THE 
STATE OF WASHINGTON 


Mr. Horan. I pose as no expert in the field of wheat economics, 
but I do feel that the wheatgrowers of the Nation are in a bad situa- 
tion as I know from belonging to the Agricultural Appropriations 
Committee. 

We have in excess of $4 billions of replacement capital for the 
Commodity Credit Corporation for this year. I think it is a fact, 
though, that it is before us. I do feel that we can no longer live 
with acreage restrictions as we know them. I do not know the 
answer to it. 

I am very happy that this subcommittee is going into it as fully as 
you are, and ihe a real study of it. 

[ want to say to Mr. Wagner that your statement is well thought 
out and we are depending on you folks to give us guidance. We are 
happy that you are here. 

I hope that you are joining me in thanking this subcommittee for 
their untiring effort and the consideration that they are giving to 
this subject. 

I do want to say in conclusion that I, too, join with Mr. Wagner in 
thanking the National Grange for the thought that they are giving 
to this problem. And I do want to say this, and this is in no sense 
criticism any place, Mr. Chairman—I think we have got a wheat prob- 
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lem here. We have other problems but this is pressing. And I do 
hope that we can come up with something that will be acceptable on 
a national basis. 

Mr. Arsert. Thank you; Mr. Horan. The members of this com- 
mittee appreciate your fine work on the Appropriations Committee 
on Agriculture. 

Mr. Wagner, this committee is certainly impressed with the fine 
contributions that your Congresswoman has made to these hearings. 

Are there any questions ? 

I do want to make this short, but I do not want to slight any 
member. If we have to hold night hearings, we will. 

We thank you, Mr. Wagner. 

Mr. Wacner. Thank you. 

Mr. Arzert. Now we have scheduled this morning several members 
who are authors of bills and who desire to be heard as witnesses. I 
would like first to state that all members testifying may submit 
prepared statements for the record and they will appear in full in 
the record. They can present their statements either by reading them 
or by summarizing them or elaborating upon them. We want all of 
the members to have full opportunity to present their cases in a 
manner in which they desire. 

The Chair feels grateful to Members of Congress who have come 
up with some real constructive bills, trying to approach this problem 
from different angles. I do not know where we are going to find 
the right solution but I am sure that all of these bills are going to be 
helpful. 

The committee has scheduled several Members as witnesses. We 
have them listed in this order: Congressmen Johnson, Langen, Ull- 
man, Burdick, and Bentley. Obviously we are not going to be able 
to hear over one or two this morning if you have long statements. 
Do any of you have really brief statements? Do you have a brief 
statement ? 

Mr. Buroicx. I just intend to make a summary statement. 

Mr. Arzert. Then without objection we will call you first. Is 
there anybody else that has a real brief statement? If not, then we 
will call you next, Mr. Johnson, because you were scheduled first and 
we are trying to hear members in the order in which they appear on 
our list. But with that, Mr. Burdick, you will be free to brief your 
statement, and without objection your entire statement, if you have a 
prepared statement, will appear in the record immediately following 
your summarized statement. 


STATEMENT OF HON. QUENTIN N. BURDICK, A REPRESENTATIVE 
AT LARGE, STATE OF NORTH DAKOTA 


Mr. Burpicx. Mr. Chairman and members of the committee, I, like 
my colleague to the right, am not an agricultural expert, merely a 
Congressman. But I have some ideas I would like to give to the 
committee. 

I might say that the bill that I have introduced has very many 
features that are similar to the bills of my other colleagues. The 
similarity, of course, is that the quotas are based upon bushel units 
rather than acres. 
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I might briefly state some of the minor differences. The base acre- 
age period is the same, 1952-53. , 

The yield periods are different. In my bill the yield periods are the 
best 5 out of t 
last 25 years. ‘ 

And secondly, the world price base level is 60 percent in my bill, 
whereas it is 65 percent in some of the other bills. j 

As we go into this matter of wheat legislation there are three things 
that seem to be uppermost in the minds of most people. One is to 
devise means to increase farm income. Second, to do something about 
the accumulation of surpluses. And, third, do something about the 
cost of the program which we are hearing about continually and which 
the President has referred to in his various messages. 

I might say that this is a wheat program and I do not believe that 
any program for any commodity should be promulgated or advanced 
at the expense of any other commodity. In other words, I think the 
basic concept of my bill is that it is a wheat bill and a wheat bill only, 
and that it does not disturb another product. The basis for my bill 
is that the full parity, based upon present law, of 100 percent will be 
paid for the annual disappearance of grain, whether consumed do- 
mestically or abroad. And we have heard various figures in the last 2 
or 3 days what that. is, 950 million, 1 million, whatever it is. _ 

And I guess that the annual disappearance locally, domestic con- 
sumption, is around 600 million bushels. And that the average for 
the last 10 years of foreign shipments has been about 375 million. So 
that is the base. And that in consideration for giving the farmer full 
parity upon that base he must, in turn, submit to certain regulations 
himself. 

As I state, one product should not be supported or advanced at 
the expense of another product, and therefore, that is why I feel very 
strongly that the amount produced for domestic consumption and for- 
eign consumption should be the amount to be marketed and no more. 

I don’t think we, as wheat people, should be permitted to receive 
100 percent parity on our quotas and then dump whatever we can 
domestically or otherwise upon the feed market or anyplace else. 
That is one of the obligations that we should assume when we get 100 
percent of parity. 

So my bill prohibits the disposal of any surplus quota grain in any 
manner. The bill provides that it should be kept upon the farm. 

Now I presume that it will be very difficult to police a bill like this 
to prevent feed from going into livestock on the farm. I think that 
is a minor or small matter. 

Under the bill, if the farmer should sell any of his surplus grain, I 
mean when I say “surplus,” surplus over his quota, the penalty is the 
loss of his certificate. So I think that is the essential and main differ- 
ence between my bill and some of the other bills, that it is a wheat bill. 
We keep our wheat within our quotas. And, of course, we can carry 
over from year to year. 

The question has been asked by some people, what would happen if 
the farmer overproduced 2 years, might he not then devote that land 
to some other crop, if he has another year’s supply on hand ? 

Well, under my legislation he either would have had to produce a 
crop for the 3 preceding years or show he had a crop failure or he had 


the last 10, rather than 5 consecutive years out of the 
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voluntarily conserved that land, otherwise he would not be eligible for 
the benefits the following year. 

As to point 2, the cost: I think that this program will have some 
attraction to the taxpayers because one element is left out that appears 
in some of the other bills. 

We believe that in order to receive 100 percent party there is some 
obligation on the part of the farmers as I stated. There is no soil 
conservation requirement for which he is to be paid. I notice in my 
colleague, Brother Johnson from Colarado’s bill, that he allows up to 
$400 million for conservation payments. There is no such thing in 
my bill. It has to be done voluntarily and without pay. — 

Figuring real quickly at 65 percent of parity, assuming that is the 
level, the certificates would come to $809 million. If the world level 
gets 60 percent of parity, our present parity, the cost would be $927 
million. 

So we think that the legislation has some attraction from the cost 
point of view. 

The third essential difference between this legislation and others 
is this: that is the classification feature. 

Since 1917 there has been official recognition of five separate classes 
of wheat. And we know that some of those classes are not in surplus. 
I mean great surplus. 

We know that year in and year out there is not a great deal of sur- 
plus in Durum, and in our Soft Red and our White Wheats, maca- 
roni wheat, our pastry wheats and so forth. 

And we feel that’ because there is a distinction, there is a definition 
between the five classes, that it isn’t fair to penalize one class because 
of the surplus in another class. I know in my State of North Dakota 
we raise a considerable portion of the Durum that is consumed in this 
country. I think it would be grossly unfair when there is no surplus 
of Durum to penalize Durum growers because of surpluses in other 
classes of wheat. 

I think that there might be some administrative problems in doing 
the bookwork and things of that kind, but I think it is not too great 
a problem. 

I recognize, of course, there are some farmers that have two classes 
based upon history. I think those classes could be separated. There 
is some talk in the last few days about the 15-acre farmer. This bill 
has no reference to that. Whoever has a history in 1952-53, and he 
is planting 15 acres, his history is still protected. 

The fourth main feature is limitation. I am sure this committee is 
aware of the various views of some taxpayers who are very critical of 
the farm program. You probably read the article in the local press 
here about three farmers who received, they say, subsidies in the 
amount of over $3 million. And, of course, that has a bad effect 
upon our legislation. 

So I think there should be a limitation in the amount of the cer- 
tificates paid to any operator. 

In my bill the limitation is $12,000 per operator. That is aimed to 
protect what I would consider moderate sized farms. The $12,000 
amount in certificates would be equal to about twenty-five or thirty 
thousand dollars of wheat production. 
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The intent and purpose of this bill is not to encourage, not to have 
this legislation for the benefit of the bonanza or factory type of farmer. 

We think that the cost element of storage will be greatly alleviated. 
Under the bill there is a 600,000-bushel set-aside for security reserve, 
for a = failure, in case of war and so forth. But other than that 
there will be a tendency now to have farm storage. And you recall 
that the President’s message stated that for such costs, interest, and 
so forth, about a billion dollars of the taxpayers’ money is used in 
storage today. I think the farmer will keep his carryover on his home 
farm from year to year with this built-in feature. 

So I submit for your recommendation my bill which is H.R. 4991. 
I am giving you the highlights, the distinctions between this and the 
other legislation. : 

I am not opposing any legislation. I am simply giving this for your 
consideration. I think it merits it. 

Mr. Avzert. We appreciate your statement. I want, also, to state 
that I have personally noted im presence in the committee room on 
practically every day of our hearings, although not. a member of the 
committee, and you are to be commended for the interest you have 
taken in this very important subject. 

Mr. Burpick. Thank you. 

Mr. Apert. Are there any questions? 

Mr. Smiru. I appreciate your statement, Mr. Burdick, because you 
are the first one who has come here and recognized in saying in so 
many words there is a two-way street here—that the farmer has some 
obligation in this matter, too. 

Mr. Burpick. Thank you, sir. 

Mr. Siru. That isall. 

Mr. Avpert. Mr. Short. 

Mr. Suorr. One brief question. What would happen to the present 
surplus stocks of wheat under your bill? Would there be any way 
that they would start being disposed of ? 

Mr. Burvick. May I say to my colleague that the present stocks 
of wheat are going to plague any type of program we have. We have 
them here. We have over 1,400 million bushels. Anything we have 
will plague us. 

First of all, my bill provides for a set-aside of 600 million bushels 
for security reserve. I presume they will have to use our export mar- 
kets, our Public Law 480 program to get rid of that. 

The annual disappearance, which is the basis for my program in 
years to follow, will have no relation to the stocks on hand. We will 
simply have to use the stuff in foreign aid programs and other methods 
because the present stocks on hand would not carry the certificates. 
They will have to go into world channels of trade the best they can. 

Mr. Suorr. The wheatgrowers bill does have a provision that 75 mil- 
lion bushels each year shall be disappeared. 

Mr. Burpicx. I have no objection to that. 

Mr. Arsert. Mr. Breeding. 

Mr. Breepina. Does your bill provide for 100 percent of parity for 
all wheat exported ? 

Mr. Burvicx. Yes. We recognize that the farmer who produces 
for domestic consumption or for normal foreign shipment, that it costs 
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just as much to raise that for domestic use as for foreign. So the an- 
swer is “Yes.” 

Mr. Breepine. Do you think Secretary Benson will look on that 
program with favor? 

Mr. Burpicx. I am not sure what Secretary Benson will think about 
it. I don’t think much about Secretary Benson’s program. 

one Breepine. Would you limit payment to landowners to $12,000, 
also 

Mr. Burpick. Yes, sir. 

Mr. Breepine. In case I own a large farm, would I be limited to 
$12,000? 

Mr. Burpicx. If I was a landowner in your situation, I would rent 
my land out on a cash rent basis. 

Mr. Breepine. You made another remark, that you would keep all 
of this excess wheat in storage on the farm. 

Mr. Burvicx. That is correct. 

Mr. Breeprne. If the farmer himself could not take care of it, could 
he place it in commercial storage ? 

Mr. Burpicx. There would not be any commercial storage. The 
farmer would store it right on the farm. If he had a 2,000-bushel base 
and produced 3,000, he would keep 1,000 right on the farm to be used 
in subsequent year’s quota. 

Mr. Breeprne. A lot of farmers do not have storage. That is the 
thought which I had in mind. 

Mr. Burpick. That is one of the penalties, one of the inconsidera- 
tions for this high percent of a parity. 

Mr. Axzert. As I understand it, regarding the present surplus, you 
would state that at least. the major share of the responsibility for get- 
ting rid of that should be assumed by the Department. You would 
not put it all on the farmer ? 

Mr. Burpick. That is right. 

Mr. Arsert. In other words, let the Department do it. If we would 
get rid of it by taking it out of the farmer’s production, it certainly 
would not encourage the Department of Agriculture or the State De- 
partment, or anybody else, to look for places to dispose of it. 

Mr. Burpicx. I agree with the chairman. 

Mr. Auzert. Do you have any questions? 

Mr. Poacr. I wanted to ask Mr. Burdick if he has given full con- 
sideration to the fact that the average farmer cannot store wheat on 
the farm. In my part of the country, it is practically an impossibility 
tostore. Insects get into it. 

Mr. Burpicx. All I know, Mr. Poage, is that they tell me that wheat 
was found in King Tut’s tomb many, many years after it was raised. 

Mr. Poace. King Tut’s tomb is a long ways from my section of the 
country, down in Texas. The fact of the matter is it is an impractical 
proposition. 

Mr. Burpick. You mean you cannot store wheat for 2 or 3 years? 

Mr. Poace. You cannot store it much more than 2 or 3 months. 

Mr. Auzsert. You would not have any objection to the farmer, if he 
wanted to pay for the storage, to do so? 

Mr. Burpick. Oh, no. But the storage is his responsibility—that 
is all. 

Mr. Poace. I am willing tc accept that. He said it had to be on 
the farm. 
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Mr. Burpvicx. My theory was to keep it out of the channels of feed 
competing with another product. That is my theory. If he could 
do it by renting storage, I have no objection. 

Mr. Poace. That is a minor thing. 

Mr. Apert, Any other questions ? 

Mr. Larra. I understand from your bill that the farmer should not 
feed his own surplus grains to his livestock. 

Mr. Burpick. The bill provides for it to be kept on the farm. It 
would not prevent him from feeding his own livestock. It would be a 
very difficult practical policing job. 

Mr. Latra. What is in the bill? 

Mr. Burpicx. The bill does not say that it should not be fed. All 
it says is that itshould be kept onhisfarm. — 

Mr. Breeprna. Does your bill provide penalties for black market- 
ing ¢ 

Mr. Burpicx. The penalty is loss of the certificate. No jail, just 
loss of your certificate. 

Mr. Avpert. Are there any other questions ? 

If not, Mr. Burdick, the committee is grateful to you for your state- 
ment and we appreciate your being with us at this time. 

At this point in the record without objection there will be inserted 
statements by our colleagues Mrs. May, Mr. Ullman, Mr. Weaver, and 
Mr. Metcalf. 


STATEMENT OF HON. CATHERINE MAY, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF WASHINGTON 


Mrs. May. Mr. Chairman, members of the committee, I appear to- 
day before you to testify in behalf of H.R. 4725, which I introduced 
at the request of the National Association of Wheat Growers. This, 
of course, is the Wheat Stabilization Act of 1959 as presented to Con- 
gress by the National Association of Wheat Growers and a duplicate 
of this bill has also been introduced by other members of this commit- 
tee and other Members of Congress. On Tuesday of this week Mr. 
Herbert Hughes, of the National Association of Wheat Growers, made 
his presentation of the association’s bill. 

I wish to commend Mr. Hughes at this time on this statement. It 
was excellent and very complete as to detail. Therefore, I shall not 
take the committee’s time today going back over ground that I con- 
sider already well covered. 

I would like, however, to urge that the committee give most serious 
consideration to this legislation. This is a well thought out bill. It 
represents a number of years of work on the part of State organiza- 
tions throughout this country who are affiliated with the National 
Association of Wheat Growers and it was written by the wheatgrowers 
themselves. 

This committee under the able leadership of Mr. Albert has already 
heard overwhelming testimony in proof of the fact that we have a 
tremendous crisis in our agricultural economy today in the staggering 
— of surplus wheat that has accumulated in our storage ware- 

ouses. 

I believe that I can say without fear of contradiction that we are 
all agreed in this session of Congress that the solution of this problem 
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takes an A-1 priority. I would also like to add that I think we have 
already spent too much time via press and on the floor of Congress 
trying to prove who is to blame for this crisis. I am sure that the 
wheatgrowers in the United States today couldn’t care less about 
what it was or who it was that produced his dilemma; he is Just 
anxious for Congress to help him find a way out. Since it is obvious, 
no matter who is to blame, that the agricultural program of many 
years past under which our wheat farmers have been operating is a 
miserable failure, I am interested today in appearing before this com- 
mittee only in advocating that we take a fresh new approach to the 
whole situation and I feel very strongly that the ones who have the 
most to offer in helping us come up with a sound reasonable solution 
to this crisis are those in our farm economy who grow wheat. I be- 
lieve I may go further and say that I think there is another point upon 
which we are all agreed and that is that any new program in the field 
of wheat economy that comes out of this session of the Congress 
should have certain goals. A very concise summation of these goals 
can be described as (1) a program that will be less costly than the one 
under which we are operating; (2) a program that will reduce sur- 
pluses rather than build surpluses; (3) a program that will move in 
the direction of more freedom for the farmer; and (4) will protect 
the wheatgrower from economic ruin while this program is going into 
effect. 

Practically every individual or organization that has testified before 
this committee has started out by saying that the legislation which 
they present is, “Not perfect.” I believe that this amounts to a tacit 
admission that so involved and complicated is the problem that there 
cannot possibly be a perfect legislative solution at this time. There- 
fore, I believe that the great responsibility for, not only this subcom- 
mittee, but all of Congress is to come up with legislation that is a step 
in the right direction and I submit that this is what the National 
Association of Wheat Growers has presented to this subcommittee in 
their Wheat Stabilization Act. 

In conclusion, I should like to reiterate for you the basic points of 
their legislation which has been developed to stabilize wheat market- 
ing, thereby stabilizing the income of wheat producers and reducing 
Government stocks of wheat. In their program, they have to the best 
of their ability presented a plan that will (1) stabilize producers in- 
come at a reasonable level; (2) allow freedom to plant and harvest 
crops best adapted without Government interference; (3) permit pro- 
ducers to carry reserve for short crop years; (4) prevent wheat prices 
from reaching disastrously low level, and (5) enable wheat producers 
to market best quality wheat in domestic food and export markets and 
lower grades in feed markets. I would also like to remind you that 
the drafters of this bill say that it is estimated that under the present 
program 200 million bushels will be added to CCC stocks annually. 
On the other hand, the wheat stabilization program stops the buildup 
of CCC stocks and provides for the reduction of these stocks by 75 
million bushels annually. Reduction in export subsidies of an esti- 
mated 20 cents per bushel and savings in storage costs on the defense 
stockpile of approximately 6 cents per bushel. These features, they 
say, will result in a reduction of Government costs of $178 million and 
a net decrease in CCC stocks of $610 million annually. And finally, 
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I feel that because an organization like the National Association of 
Wheat Growers, which represents a large percentage of those who are 

wing wheat throughout this Nation, have been the drafters of this 
pill, because also they are working with one of our most powerful and 
effective farm groups, the National Grange, on this legislation; cer- 
tainly with this type of grower representation behind the legislation 
this subcommittee can do no less than to give it sincere and earnest 
consideration and at the same time a thorough analysis as to all its 
implications and its impact on all the wheatgrowers in every part of 
our country. It goes without saying that if we are to be successful 
in getting some program to help us out of the present crisis in wheat 
surplus through this session of the Congress, we must have a unified 
approach. 

Phe is my sincere belief that a very sound place to begin would be 
with this marketing quota and income stabilization plan as presented 
by the National Association of Wheat Growers. 

Thank you very much, Mr. Chairman. 


STATEMENT OF HON. AL ULLMAN, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF OREGON 


Mr. Utiman. Chairman Albert and members of the subcommittee, 
I wish to thank you for the opportunity to appear this morning in 
support of legislation establishing a production and income stabiliza- 
tion program for wheat. The members of this subcommittee have re- 
peatedly demonstrated their awareness of the problems besetting the 
nation’s wheat producers. Wheat farmers in Oregon’s Second Dis- 
trict are most appreciative of this consistent effort on their behalf. 

Mr. Chairman, I believe wheat producers throughout the Nation 
are to be congratulated for their efforts in seeking to arrive at.a work- 
able alternative to existing Government programs. They realize that 
bumper crops testify to the inadequacy of present production control 
laws. Yet, they know that sufficient producer income must be main- 
tained if small- and medium-sized wheat. operations are to continue. 

I am convinced that the enactment of the legislation now before 
this committee would provide a solution to our wheat problems. I 
feel it offers a real answer and one of a permanent nature rather than 
our present stopgap attempts to solve our production problems. 

By utilizing realistic bushel controls, the stabilization program 
would eliminate ineffective acreage regulations. By ending the build- 
up of Government wheat stocks and by reducing such holdings, it 
would substantially reduce the cost of the wheat program to the tax- 
payer. 

The stabilization program calls for price supports of approximately 
65 percent of parity for wheat included in the national marketing 
allotment. This allotment would include wheat used domestically for 
food, plus U.S. exports, less wheat removed from Government stocks. 

In addition, certificates would be issued to cover wheat consumed 
domestically, such certificates to be purchased by processors and to 
be redeemed by producers for an amount which would assure them 
full parity. Moreover, in order to qualify for these certificates, pro- 
ducers would have to agree to place at least 20 percent of their wheat 
base in the conservation reserve of the soil bank. 
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Mr. Chairman, I have long been convinced that producer groups 
should be strongly encouraged to present the type of program which 
they believe will effectively solve their problems. I believe the Na: 
tional Association of Wheat Growers has done just that. They have 
asked approval for a program which will end overproduction, halt 
the increasing drain on the Federal Treasury and at the same time 
stabilize producer income at reasonable levels. 

I know the members of this subcommittee will consider this pro- 
posal closely and I am hopeful it will merit your approval. 


STATEMENT OF HON. PHIL WEAVER, A REPRESENTATIVE IN 
CONGRESS FROM THE FIRST DISTRICT OF THE STATE OF 


NEBRASKA 


Mr. Weaver. Mr. Chairman, at the outset I would like to thank 
you and the members of your committee for the courtesy of allow- 
ing me to come here to present my views on H.R. 4751 which I in- 
troduced and companion measures, known collectively as the Wheat 
Act of 1959. 

During the last 4 years in Congress I have supported legislation 
of this nature, both before the committee and on the floor. Dur- 
ing these 4 years I have pointed out that the administration is going 
down the wrong trail in its farm program as it applies to wheat, 
and that the administration program must lead to ultimate fail- 
ure and chaos in the grain-producing segment of agriculture. 

Facts themselves support this belief I have so often expressed. 
The goal of the program espoused by the administration has been 
the elimination of the fantastic quantities of grain stored in Gov- 
ernment bins at a cost of a million dollars a day to the taxpayers 
in rent alone. This program has failed. Today there is more wheat 
stored in these warehouses than ever before. And, daily, the 
amount to be stored is growing, the cost to the taxpayers is on the 
climb. 

Mr. Chairman, the solution to this problem has been obvious for 
a number of years and last year your committee attempted to put 
this solution into law. Tinkeeticadete. the House did not see fit 
to accept the committee’s recommendations. 

Right along the attempt to control the flow of wheat to market 
by acreage allotments has proved a failure. The alternative is a 
marketing control. This is included in my bill. 

I will not take the committee’s time to explain my bill which 
is identical with others introduced and before the committee. IL 
would like to say, however, that this is the most comprehensive ap- 
proach to the specific problem of wheatgrowers that has so far 
evolved. I was indeed fortunate to have been able to confer with 
Herb Hughes of Imperial, Nebr., who is a constituent of mine, be- 
fore the legislation was drafted. I know that he talked at length 
with every faction and group involved in the production, market- 
ing, and use of wheat. Every attempt was made to iron out dif- 
ferences which had developed between these facets of the problem. 
I think he and his group have succeeded. 

Personally, sir, I can see nothing in this bill which would pre- 
vent its passage by both the House and Senate. It is a good bill 
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and it uses a sound approach to the problem. The net result would 
be to stabilize the price of wheat and would reduce the amount of 
money being paid by our taxpayers for grain buying and nae 

In short, Mr. Chairman, I think this is as close to being an ideal 
bill for the wheat farmers of America and the public as a whole 
as we can come up with. I most strongly urge favorable action by 
this committee on the bill. 

Thank you very much, Mr. Chairman, for permitting me to make 
this statement. 


STATEMENT OF HON. LEE METCALF, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF MONTANA 


Mr. Mercaur. Mr. Chairman, I appreciate this opportunity to ap- 
year before this committee on behalf of the bills, among them my 
H.R. 2490, to improve the existing wheat program. Although this 
bill is not merely a wheat proposal, it contains a specific program for 
that commodity. I believe the provisions of that bill, which establish 
a new samme to our whole agricultural policy, are what the exist- 
ing situation demands. 

Rather than attempt a full explanation of my bill, and a compari- 
son of its provisions with those of the other bills which you have be- 
fore you, I will present what I believe to be the necessary basic pro- 
visions which an adequate program must include and which are an 
integral part of H.R. 2490. 

The most essential feature of any legislation in the field of agri- 
culture today is the provision of an adequate income for the operators 
of America’s family farms. What I propose is replacement of the 
existing Federal farm price support program with an income parity 
program. This involves several changes in the current program. 
Wheat must be supported at a level which will allow every farm 
family to obtain me tere compensation for the work they perform, 
and the investment which their farms represent. My bill provides 
100 percent of parity income for the Niptestion of the family farm 
by a combination of parity income supplement payments, price sup- 
port loans, purchase agreements, and purchases. 

In order for these methods to work, however, several other changes 
must be made. 

First, the impractical and unworkable acreage quota system must 
be replaced with a quota based on bushels. This is the only work- 
able quota which ‘ant applied. 

Second, provisions must be enacted which make it impossible for 
any wheat to be sold or transferred outside the quota which the 
farmer has been given. The current agreement—which allows such 
sales—makes a mockery of the quota system, and would prevent the 
a of market price without supports which is the goal of 
my bill. 

Third, supports should go only to those operating family farms. 
The program should exclude payments to those operating “agricul- 
tural factories.” My bill limits payments to the “production of an 
economically adequate family farm.” 

The last change which is essential to the accomplishment of the 
goal of a parity income for every American family farm, is the en- 
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actment of provisions which enable the farmer to receive the same 
price of wheat channeled into export as he receives for wheat sold on 
the domestic market. As John Baker of the National Farmers Union 
said in his testimony before this committee, “certainly, there is no 
difference in the costs of producing export wheat than that of pro- 
ducing any other kind.” ' 

Furthermore, the export equalization payments, which would be 
authorized, should be paid out of funds appropriated to the Depart- 
ment of State rather than coming under the program of the Depart- 
ment of Agriculture. 

There are two other changes in the existing law which are included 
in my bill. These are setting up quotas for the different classes of 
wheat, and the establishment of a national security and safety re- 
serve of food, fiber, and biological oils. 

If these provisions are adopted, I am certain that we will have a 

rogram which will enable the family farmer to obtain an adequate 
income from his work and his investment. We will have provided 
for a minimum wage for farmers as we have for workers in other 
fields. Furthermore, the program will operate without the tremen- 
dous costs which the present one requires. There will no longer be 
the need for the expensive and vast storage program which the Fed- 
eral Government currently has to operate. 

I urge you to give every consideration to these proposals. If 
they are adopted, the American people can be shown how a program 
planned with the good of the farmers in mind can be established with- 
out the waste which opponents of adequate farm legislation contend 
is necessary. 

Mr. Burpicx. May I, also, at this point insert in the record a pre- 
pared statement by myself ? 

Mr. Atzerr. Without objection that may be done. 

(The prepared statement is as follows:) 


STATEMENT OF Hon. QUENTIN N. BURDICK, A REPRESENTATIVE IN CONGRESS FROM 
THE STATE OF NORTH DAKOTA 


The present policies of the Secretary of Agriculture in respect to wheat are 
bringing disaster to the farmer. The loan rate in respect to wheat has dropped 
sharply.. The season average price has likewise fallen sharply? Our surplus 
of wheat has risen from 606 million bushels in 1952 to an indicated 1,285 million 
bushels in 1958. The cost of wheat storage alone is over $10 million a month 
(January 1959, $10,964,334). In view of the rising costs of farm operation, the 
declining income‘ and the high cost of the present agricultural program, a new 
policy must be formulated. 

Many proposals have been presented to the present Congress in respect to 
wheat. Ali are sincere, many have merit. One of the departures from past prac- 
tices most frequently found in these bills is the allotment on a bushel-unit basis. 
This is based on the logical premise that wheat is marketed by the bushel, not 
by the acre. The average national yield per acre in the decade of 1940 to 1950 
was 15.7 bushels per seeded acre. The national average yield per acre in the 
present decade is 17.9 bushels per seeded acre.® This represents an increased 
yield of 14 percent in bushels per acre. Many factors are contributing to this 
increase. Improved varieties of wheat and constant research in that field 


_— obtained from U.S. Department of Agriculture, Commodity Stabilization Service. 


* From a table printed by Grain Division, CSS, Department of Agriculture, March 2, 1959. 
*“Farm Costs and Returns,” U.S. Department of Agriculture, Agricultural Research 
Service, June 1958, p. 30 


®*“The Wheat Situation,” U.S. Department of Agriculture, Agricultural Marketing Serv- 
ice, February 1959, p. 2. 
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indicates possible larger crops. Better control of pests and weeds has been 
a contributing factor. Summer fallow and increased use of fertilizer are being 
practiced. Lastly, and certainly praiseworthy, the farmer has become a better 
manager. These technological improvements and better farm management will 
undoubtedly continue this upward trend in production per acre. Therefore, it 
becomes imperative that any new wheat program, if it is to control production 
at all, must do so on a bushel-unit basis. 

Wheat was historically classified by the markets in the 19th and early 20th 
centuries. It was not until 1917, with the passage of the Grain Standards Act, 
that the Federal Government legally recognized classification of wheat. 
Presently there are five major classes of wheat. The Hard Red Winter wheats 
and Hard Red Spring wheats are especially suited to the making of bread flour, 
The flour made from Soft White and Soft Red wheat is preferable for the 
making of pastry, crackers, biscuits, and cakes. Durum is used in the manu- 
facture of spaghetti and macaroni.® Various blends of the hard and soft wheat 
flours are used as general or all-purpose flour. , 

Many factors make the division of wheat into classes a necessity. Though 
Hard Red Winter and Hard Red Spring wheats are sometimes considered the 
same, they are not. Laboratory tests of the 1957 wheat crops indicate 12.3 per- 
cent protein in No. 1 Hard Red Winter wheat while No. 1 Hard Red Spring had 
a content of 14 percent protein.” A comparison of the sedimentation value of 
these respective wheats favored Hard Red Spring 54 to 39. Sedimentation 
value is a combined index of the gluten content and quality and is, therefore, a 
rough measure of bread-baking strength. The milling score of Hard Red Winter 
was 82.2; of Hard Red Spring, 83.0.8 Laboratory tests of the 1957 crops also 
show that the protein content of No. 1 Soft Red wheat and No. 1 Soft White are 
10.3 percent and 9.0 percent, respectively, while the sedimentation values are 
15 and 12.5, respectively. The protein content for Durum was 14.2 percent.” 
Sedimentation value tests are not made on Durum because of its specialized 
nonbread use. 

From 1950 to the present, domestic consumption of Hard Red Winter wheat 
has been 48.3 percent of the total supply while the domestic consumption of 
Hard Red Spring wheat for the same period is 77.5 percent.“ This would seem 
to indicate a preference on the part of millers for Hard Red Spring wheat. The 
conclusion must be made that Hard Red Winter and Hard Red Spring wheat 
are definitely two separate and distinct classes. 

Domestic consumption of other classes of wheat in respect to production 
were Soft White—38.3 percent, Soft Red—75.1 pereent and Durum—84.6 per- 
cent." However, new trends may change this picture considerably. Increased 
uses of cake, cookie, and biscuit mixes will increase home consumption of 
soft wheats while increased consumption of Durum can be expected. The 
consumption of macaroni increased 12 percent in 1958 as compared to 1957." 
Yet, ironically, the per capita consumption of wheat in the United States has 
drastically fallen. Whereas the average per capita consumption during the 
years 1935-44 was 225 pounds, the estimated consumption in 1958 will be about 
167 pounds per capita.* The changing patterns in consumer preference of 
food will also necessitate classification of wheat for future needs. 

Export preferences definitely favor certain classes of wheat, particularly 
Soft White. Over 61 percent of the total Soft White wheat produced since 
1950 has been exported.” Most of this wheat goes to India and Japan. On 
the other hand, less than 19 percent of the Hard Red Spring wheat has been 
exported since 1950 though this class is very high in domestic consumption.” 


*“The Wheat Situation,” U.S. Department of Agriculture, Agricultural Marketing Serv- 
ice, February 1959, p. 12. 


7 Wheat—Properties of Receipts—1957 Crop,” U.S. Department of Agriculture, Agri- 
cultural Marketing Service, Grain Division, September 1958, pp. 1, 12. 
9 


10 Ibid., p. 24. 
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Other factors that may vary widely would alter the wheat export picture. Pro- 
duction of wheat in India in 1959 is expected to set a new record—some 390 
million bushels.” Russia is expected to export more wheat in the future while 
the forecasts for next year’s crops in France, Italy, Western Germany, and the 
United Kingdom indicate production levels lower than recent years.” Exports 
to these nations from the United States are usually Hard Red Winter wheat, 
But there are indications that free world imports of Russian wheat will reach 
a post-World War II high.” This means that export demands for some classes 
of wheat may increase in the future while the demands for other classes may 
diminish. Once again, quotas on classes of wheat appear to be necessary. 

Many States have instituted wheat promotion boards or commissions. Other 
agencies are experimenting with new possible uses of wheat. Any success 
in these efforts may suddenly increase the demand for a particular class of 
wheat. Quotas on classes of wheat would justly reward these new demands. 

Any allotment system, when first inaugurated, is usually subject to some 
inequities. Many variable factors must be considered when allotting wheat 
quotas.. New reclamation projects and other new areas coming into wheat pro- 
duction must be considered. Recognition of hardship areas and other areas 
of less opportunity for alternative crops is necessary. Allowances must be made 
for good land use and general inequities of allotments. As already stated 
exports may vary widely and trends in home consumption may gradually change 
in the future. Therefore, the Secretary of Agriculture should have an adequate 
reserve of the national quota to make necessary changes in allotments. The 
State and county committees must also have a reserve for similar purposes. 
Local factors, such as adverse weather conditions, disease and insect infesta- 
tion, and local trends in yield, necessitate adjustments. These could best be 
understood and handled by the farmer’s Own committee. In summation, the 
Secretary of Agriculture must be allowed up to 5 percent of the total quota 
for necessary adjustments. In a like manner, the State and county committees 
need a latitude in allotments not to exceed 5 percent. With relatively accurate 
forecasts it is possible that the Secretary of Agriculture and the State and 
county committees need not utilize the full 5 percent. 

The allotment system must be based on land in wheat production in the years 
1952 and 1953, bearing in mind that new producers are given consideration in the 
5 percent reserve. During these years the farmers planted into wheat over 78 
million acres each year as compared to 56 million acres in 1958.” This means 
that by using the 1952-53 base, the allotment system becomes broader and more 
inclusive. Any loss or increase of base as a result of the acre allotment inequities 
would be eliminated. This would prevent the translation of the present allot- 
ment system into future use. 

The determination of the normal yield must consider only the most recent 
years that will give a fairly normal pattern. Determining the normal yield over 
a period of 20 years or more would discount many new technological improve- 
ments in wheat production. The effects of new strains of seed, more extensive 
aerial spraying, the wider use of summer fallow would be minimized. Statis- 
tically the average yield per seeded acre of all wheat for the past 10 years is 16.5 
bushels.” If the highest 5 of the last 10 years only are considered, the average 
jumps to 18.8” bushels per seeded acre. However, the December 1, 1958, esti- 
mate of the yield per acre of winter wheat is forecast at 21.2 bushels.” Any 
inclusion of lower yield years other than those experienced in the last decade 
would make the normal yield figures less realistic. 

In 1957 the average North Dakota farmer received a net income of $3,776. 
Total hours of labor required to operate this average wheat, small grain, and 
livestock farm was $2,910. This means that the average North Dakota farmer 
received 55 cents an hour for his labor and nothing on his investment. In an- 
other light, this same North Dakota farm of 713 acres had a total farm capital 
of $48,430 and returned about 7.8 percent net if one completely discounts any 
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compensation for labor.* It is believed that in view of these facts, the limitation 
of $12,000 on stabilization certificates is justifiable. This will help assure the 
average farmer of a fair return on his investment, and adequate payment for 
his labor. It will also prevent the program from being used to finance an accel- 
erated trend toward factory-type agriculture. 

Wheat traditionally has been produced for human consumption. While the 
quantity of wheat processed for food has been consistently at the 475 million 
bushel level for the past 25 years, wheat as a feed crop has steadily declined 
since the war. Since 1952 less wheat has been used for feed than for seed.™ 
Industrial use of wheat has dropped to much lower depths. In 1957 only 
276,000 bushels were used industrially. Since World War II, industry has not 
used as much as 1 million bushels of wheat in any one year.” In spite of these 
facts, there are presently many proposals to permit unlimited production of 
wheat for feed and industrial uses. This would, in effect, then replace a part 
of such feed crops as corn, sorghum grain, and oats. The problem of surplus 
would be transferred from wheat to these crops anid would in reality not be 
solved at all. The unlimited production of wheat for feed would only amount 
to the borrowing from Peter to pay Paul. While this proposal may solve the 
wheat program temporarily, it compounds the surplus problem of other feed 
erops. The following situation could then exist under the two-price proposal. 
Taking the 78 million acres in wheat production in the years 1952 and 1953, 
less 20 percent for conservation reserve, would place 62.4 million acres into 
wheat production. Sixty-two and four-tenths million acres multiplied by an 
average of 18.8 bushels per acre would equal 1,173,120,000 bushels of wheat. 
But in 1958 the total disappearance of wheat was only 1,067 million bushels. 
This means the dumping of a minimum of 100 million bushels of wheat into feed to 
replace other crops. The marketing of wheat for feed and industrial uses 
must be controlled to protect the producers of other food crops. 

Since January 1, 1950, our average annual export of wheat has been 376 
million bushels.” This wheat, bushel for bushel, cost just as much to produce 
as did the wheat for domestic consumption. The return to the farmer for 
exported wheat should be no less than for wheat consumed here. If the farmer 
is expected to take less for exported wheat, this country, in effect, is asking 
the farmer to subsidize a portion of our foreign policy. Food, as well as 
weapons, must be considered a deterrent to the spread of communism. Con- 
sequently, export equalization payments should be made from funds available 
to the Secretary of State. This would allow the Secretary of State to harmon- 
ize the wheat export program with existing international programs, such as the 
International Wheat Agreement and the programs of the United Nations. It 
would also allow the export program to be geared to Public Law 480. 

Any comprehensive wheat program that will insure the wheat farmer his 
just share of the Nation’s prosperity without encroaching on other farmers 
must contain certain provisions. Some of the bills before this committee con- 
tain many of these necessary provisions. However, only H.R. 4991 incorporates 
all the provisions necessary for a comprehensive wheat program. 

(a) A separate program for each class of wheat must be considered. Con- 
sumer preferences, export preferences and the trends in food habits toward 
a higher protein diet clearly prove that our production must be geared to 
demand in each class of wheat. As some types of food become more popular 
and others lose their appeal, the demand for one class of wheat or another 
may rise or fall. Any good wheat program must allow for these changes. 

(B) Wheat used for food, seed, feed, or industry has no less value because of 

(b) Wheat used for food, seed, feed, or industry has no less value because of 
its particular use. Whether wheat is used for flour, livestock feed, or seed'nz 
purposes or the production of chemicals—it is all domestic use of one product. 
Any quota of production or marketing must regard wheat, regardless of its use 
here, as one and the same product. 

(ec) Trends in production of wheat are changing, and will probably continu> 
to do so. Allowances must be made for improvements in land use and farm 
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management along with technological advancements. A reserve of not less than 
5 percent will allow for these variables. Conversely, new or unheard of diseases 
may infest part of a crop. Adjustments of up to 5 percent of the total marketing 
quota may or may not be necessitated. Any reserve of less than 5 percent dis- 
counts rapid progress or much adversity. 

(d) Quotas must be determined by choosing the most productive of recent 
years to account for new improvements. The average yield per acre under the 
highest 5 of the last 10 years equals 18.8 bushels. The average yield per seeded 
acre of the most recent 5 years was 18.65 bushels while the average of the most 
recent 10 years was 16.5 bushels.” Yet, as was stated, the anticipated yield for 
the winter wheat crop as of December 1, 1958, is 21.2 bushels per acre, after a 
record crop of 25.9 bushels per acre in 1958.” The highest figure thus becomes 
the more realistic. 

(c) The allocation of the quota, to be fair, must be placed on a minimum of 5 
years as a basis. Any shorter period would discount farmers who were unable 
to plant wheat in the last 3 years due to sustained drought. 

(f) The sale or transfer of nonquota wheat must be prohibited. The unleash- 
ing of wheat upon the open market as feed will seriously disrupt the production 
of other feed crops and only add to the surplus problem. Any.program that does 
not advocate the prohibition of nonquota wheat to be sold or transferred does not 
take cognizance of the present surplus in other feed crops. 

(g) All wheat used domestically must be included in one quota. A bushel of 
wheat is no less valuable just because it is shipped to industry or used as feed or 
seed. The same care, expense, and labor is required for wheat used as feed as 
is required for wheat used as flour. The price to the farmer should be the same 
for his wheat regardless of how it is used. 

(h) The limitation of stabilization certificates is in the interests of preserving 
the family sized unit. The total of $12,000 in certificates for both domestic use 
and export wheat is sufficient to insure an adequate income to the family farm. 
Any larger payments would place an undue burden upon the taxpayer. 

(4) Some proposals have been presented that would require the farmer to 
place 20 percent of his new wheat base into conservation reserve. This would 
merely be a return to the old acreage allotment system. It would also necessi- 
tate a considerable amount of survey and measurement work. The expense of 
this work plus the yearly payments for conservation reserve would cost the 
taxpayer a large sum of money—up to $400 million, as suggested in one bill. In 
the interests of economy, it is better that the participation in conservation re- 
serve be left voluntary in any new wheat program. Export equalization pay- 
ments, along with domestic equalization payments, will offer the wheat farmer 
a parity income. This will fairly compensate him for his work, commodity, and 
investment. Extra remuneration for conservation will not be necessary, and if 
the farmer chooses to practice conservation, he can do so in a manner he sees 
best. This allows the initiative in conservation to rest with the farmer. That 
is where it should be. 

(j) The foundation loan of wheat must appropriate the world price in order to 
place a floor under any possible price collapse. The expected competitive world 
price, it is believed, will be not more than 60 percent of parity, and very 
possibly will be less. Any figure higher than the competitive world price would 
require a special subsidy before the wheat could be exchanged on the open 
world market. 

(k) Returns to wheat farmers must be maintained at parity. To do this means 
that the program must be protected from automatic factors that under the ex- 
isting parity price formula will continuously reduce the parity goal calculated by 
the formula. Parity on wheat already has been lowered since 1954 from $2.74 
to $2.36 per bushel. Under existing law, if the average market price of wheat 
has fallen in the last 10 years to a greater extent than the average price of other 
farm commodities, the calculated parity price under the modernized formula will 
be lower. If this cycle continues, the parity price of wheat will spiral downward. 
Consequently, any new wheat proposal must protect the parity price from being 
reduced by the operation of the program itself, as it will be unless specific protec- 
tive language is included in the new legislation. 

The present plight of the wheat farmer must be remedied without delay. Our 
taxpayers must be relieved of the burden of the ever-increasing surplus storage 


*% “The Wheat Situation,” U.S. Department of Agriculture, Agricultural Marketing Serv- 
ice. February 1959. p. 2, table 1. 
* Ibid., p. 2, table 1. 
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charges. The consumer must be assured of an adequate supply of the wheat 
products he prefers. But any new wheat program should be thoroughly exam- 
ined to insure that it considers the agriculture situation as a whole. That pro- 
gram which does not, may well bring disaster not only to the wheat farmers but 
to other farmers as well. 

Mr: Auzert. Mr. Johnson, if you want to start, you may do so. 

Mr. Jounson of Colorado. If the next gentleman can finish in the 
time available I will yield. 

Mr. Apert. Anyone here that can finish in 20 minutes? 

If not, we will carry on. Have you got copies of your statement? 

Mr. Jounson of Colorado. I regret to say I do not. I have still 
been amending this, listening to the previous witness. I will try to 
have copies made available for the consideration of the committee. 

Mr. Arsert. Before you start, probably we will not finish this 
morning. On the 25th of March the committee will meet in the 
George Washington Inn committee room across the street to continue 
hearing from Members of Congress. Mr. Johnson, the committee is 
deleted to have you appear before us. We appreciate the interest 
you have shown in this matter. You have talked to me about it. I 
think it was the first thing that you spoke about when I first met you. 


STATEMENT OF HON. BYRON L. JOHNSON, A REPRESENTATIVE IN 
CONGRESS FROM THE SECOND CONGRESSIONAL DISTRICT OF THE 
STATE OF COLORADO 


Mr. Jonnson. Thank you, Mr. Chairman. There may be Members 
who eer districts with more wheat than my own district, but 
certainly, northeastern Colorado considers itself a major part of the 
Nation’s breadbasket. My people are concerned about getting sound 
farm legislation and especially about the wheat program. 

Sound legislation depends upon a sound understanding of the 
nature of the problem facing us. I have sought for a good many 
years to try to understand the basic theory upon which the present 
Secretary of Agriculture must be proceeding in carrying forward his 
farm program. 

If we assume that he is a reasonable and rational man, as we must, 
then the theory must be based upon certain fundamental premises 
which can be brought out and examined. If his premises are reason- 
able, then certainly his logic will explain his conclusions. 

As I see the premises, even though they have not been formally 
stated by the Department of Agriculture, these must be the premises 
upon which he proceeds: 

First, that America can produce more than she can sell. Therefore, 
unless exports are increased or domestic markets are increased, pro- 
duction must be reduced. 

Second, the way to reduce outputs and/or to increase consumption 
is to lower farm prices, with a corollary assumption that at lower 
prices larger quantities will be taken from the market. 

Third, that there is something fundamentally immoral about direct 
restrictions of output, but the restrictions of output which the Secre- 
tary believes would follow by deliberately lowering price supports is 
free from any moral taint. 

And fourth, that we need not be concerned with the level of farm 
income but should leave that to the marketplace. 
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Let us examine the logic that would flow from these premises. If 
these assumptions are true, then it would be proper to remove con- 
trols on planting and marketing, it would be proper to seek succes- 
sively lower prices, and it would be understandable that there should 
be no humane concern for the social injustices which may result from 
the operation of the foregoing decisions. We have had many state- 
ments that some farmers should expect to leave the farm, that there is 
a surplus of farmers. 

I submit, Mr. Chairman, that the assumptions cannot withstand 
careful scrutiny. Let us take them up one at a time. 

First, let us take the question of the level of income received by 
. the American farmer. 

The Secretary’s testimony on February 10 contains in chart 3.evi- 
dence that the farm assets at the end of 1958 aggregated about $188 
billion and that owners’ equities totaled about $160 billion. A fair 
return to farmers on this investment computed at 6 percent would 
yield almost $10 billion as the farm income. 

The Secretary reports that there are at least 2 million commercial 
farmers which market more than 90 percent of all products—in his 
testimony on page 6. An additional 2.6 million farms produce only 
9 percent of the farm products marketed. These 2 million com- 
mercial farmers managing farms averaging over $50,000 in value 
are certainly worth $5,000 annually apiece for their services, and the 
2.6 million farmers at the other end of the scaie are certainly worth 
a minimum annual wage of $2,000 apiece. This would yield then 
an additional $10 billion for the commercial farmers, and $5 billion 
in income for the other farmers. 

A fair return for agriculture would be then, Mr. Chairman, ap- 
proximately $25 billion by these elementary calculations. Yet the 
testimony submitted by the Secretary in chart 9 reports realized net 
income from farming last year was something just over $12 billion, 
approximately one-half of a fair return for agriculture for its invest- 
ment and its labor. 

Another way of looking at the return to agriculture that any citizen 
can understand is to look at the return as a share of the national in- 
come. Farmers and farm families constitute something more than 
10 percent of our population. Yet their share of the national income 
is currently some 3.5 percent of the national total, notwithstanding 
the high cost of operating the Department of Agriculture. 

Mr. Chairman, the entire Nation depends for its basic supply of 
food and fiber upon the competency and efficiency of this primary 
and basic sector of our economy. It seems only fitting and proper 
that the National Government should show some concern for the 
reasonableness of the return of the Nation’s income to that group. 

Other groups in our national life can readily be organized to pro- 
tect themselves. Moreover, they are already so organized. Farmers 
can only be effectively organized for economic bargaining purposes 
through the machinery of the Government. 

Our obligation as Congressmen is to promote the general welfare. 
It seems to me that this obligation contains the basis for a reasonable 
concern for the well-being of American agriculture. This becomes 
all the more significant. when we realize that the declining farm in- 
come is due, at least in part, to the very improvements in efficiency 
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which permit all of us to be so well fed and so well clothed with the 
labors of only 9 percent of the population. 

One might note, parenthetically, the amazing fact that if the 
farmers were less efficient producers they would probably get a higher, 
not a lower, return. 

Secondly, let us examine the premise that America can produce 
more than she can sell. Certainly, the fears of Malthus that popula- 
tion would outrun food ‘supply dia not consider the consequences of 
agricultural research and experimentation upon agricultural produc- 
tivity. Malthus said that population would increase in geometric 
ratio, while food supply would increase in arithmetic ratio. Malthus 
did not live in the day of the agricultural and mining college. 

As the Secretary’s testimony indicated the rate of increased agri- 
cultural productivity exceeds even the rate of population growth 
now being experienced. Therefore, it is true that we can produce 
more than we will, as a Nation, consume in the years immediately 
ahead. 

There may be a difference of opinion, however, as to whether we are 
doing all we can to make available our food supplies to people else- 
where in the world. And the fault lies, if I understood the testimony 
given when the Secretary appeared, not in the action of the Congress, 
but in a failure of the administration effectively to use the powers al- 
ready granted them by acts of previous Congresses. 

But so long as the world supply of dollars is limited, dollars will be 
spent by these nations, primarily, on those items which can only be 
procured in the United States. Food and fiber supplies therefore will 
have a low, rather than a high, priority. Anything that can be done 
to increase the availability of dollars to other countries should in- 
crease the likelihood of our ability to sell our own agricultural prod- 
ucts overseas. 

There is a sharp difference between the capacity of a country to in- 
erease its consumption of a single commodity and its capacity to in- 
crease consumption of all commodities at once. Much of the analysis 
of our farm problems neglects the fundamental difference between the 
analysis of a particular crop and the analysis of agricultural crops 
generally. If there is an oversupply of one feed grain only, reducing 
its price while holding other prices relatively stable, would, in fact, 
cause a transference of use of land to other crops and at the same time 
to increase consumption of the surplus crop with a slight decline in 
the consumption of other crops. The normal processes of the markets 
would, in fact, quickly encourage such marginal adjustments if only a 
single crop or commodity is involved. 

In economic analysis, calculations of what is called price elasticity 
of demand—that is, the rate at which consumers will buy more. as 
prices fall or buy less as prices rise—always contain the unspoken as- 
sumption that other things remain equal. However, when one moves 
from the analysis of a single commodity to those of all—from what 
the economist calls microanalysis to macroanalysis—then one must 
abandon this notion that other things remain equal because other 
things change, too. If the total supply or total capacity to produce 
supply is excess to demand, one cannot assume that the demand for 
all present production will increase appreciably as prices fall. 
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As to any one commodity, there is, of course, price elasticity of de- 
mand. That istosay, at lower prices more would be bought. 

But for farm commodities as a whole, in the aggregate there will be 
almost no price elasticity of demand. That is to say, one should not 
expect a general lowering of the level of prices to have a significant 
effect on the level of aggregate domestic demand. Putting it bluntly, 
we can only eat three meals a day and we don’t increase our total con- 
sumption of food and fiber based on the general price level of food 
and fiber. 

A more significant factor in total demand, particularly in the lower 
income countries, is income elasticity of demand; that is to say, the 
’ extent to which consumers will buy more as the'r incomes rise or buy 
less if their incomes fall. 

As the income of a poor population generally rises, that nation does 
secure and consume greater supplies of food and fiber. In the long 
run raising the level of income overseas will do more to increase their 
demand for our goods than will merely raising their present supply 
of dollars. But here in the United States the income elasticity at 
present levels is small; that is to say, most Americans already have 
as much food as they need, and they are not going to increase greatly 
their purchases. 

To the extent that total capacity to produce is in excess of both do- 
mestic demand and foreign demand, however, these may be stimu- 
lated, it is reasonable to assume that production ought to be brought 
into line with total, or aggregate demand. It is at this point that the 
debate over the Department of Agriculture’s policies becomes much 
warmer. 

Let us take the third departmental assumption, that lower prices 
will stimulate demand. This has already been challenged above in- 
sofar as it relates to aggregate demand. Even if lower prices to con- 
sumers might have stimulated increased consumption, the lower prices 
to the farmer have not been reflected in lower prices to the consumer. 
Whatever merit there might have been in the departmental assump- 
tion that lower prices would stimulate consumption, the merit has 
been destroyed by the market performance. 

The Department has been relatively silent about the fact that lower 
rices on the farm have not been reflected in lower prices in the mar- 
etplace. Indeed, the farmer’s share of the housewife’s food dollar 

has fallen from about 52 percent to a bare 38 percent. The Depart- 
ment might have well spent its energies in recent years inquiring into 
the reasonableness of the growing spread between farmer and con- 
sumer prices. Had they done so at least the housewife might have 
had a better break. Perhaps the farmers would have received a bet- 
ter break. Instead, it appears that the American housewives have 
been deliberately mobilized to oppose necessary farm programs by 
the false and misleading suggestion that Government programs in aid 
of agriculture are responsible for the present high prices of food. 

By way of illustration of the monumental misrepresentation here 
involved, let me cite the elementary facts of life with respect to bread 
and to wheat. In 1952 the housewives in my area were able to buy 
loaves of bread for approximately 16 cents. The pound of wheat that 
went into the flour in the bread received as much as 4 cents. Today 
the housewives in my district have to pay for a loaf of bread as much 
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as 24 or 25 cents commercially. Yet the farmer receives only 24% or 
3 ome for the pound of wheat that makes the flour that goes into the 
bread. 

It is a sorry commentary on our society that the farmer who pro- 
duces the wheat should now be damned as being responsible for the 
high cost of the loaf of bread. Members of the Congried recently re- 
ceived in the mail a post card from a grain elevator refunding the 
value to the farmer of the wheat in a loaf of bread. And the card 
contained, as you recall, exactly 3 pennies. 

Speculators and other middlemen have profited mightily during 
this administration at the expense of both the farmer and the house- 
wife. The Department of Teviculthis has shown little concern at 
these developments. There is nothing in the testimony of the Secre- 
tary on February 10 to suggest the spread between farm and retail 
prices was a matter of any concern to him or to the country. 

Mr. Larra. How would your bill correct this spread ? 

Mr. Jounson of Colorado. By moving to a bushel control as against 
an acreage control. Acreage control is simply an invitation to in- 
crease the output on the acreage by using more fertilizer and better 
seed, and so forth. By going to a direct bushel quota and setting the 
quota at less than the takeoff from the market by some 75 million 
bushels a year, until we get down to 600 million bushels carryover, I 
think we can reduce the stocks. I would, of course, support the Poage 
bill, an extension of Public Law 480, or almost any other measure that 
this committee can come up with that will encourage greater exports 
of food abroad. 

Mr. Larra. You think all you have to do is go to the bushel rather 
than the acreage allotment and that would solve it. 

Mr. Jounson of Colorado. I would say that is one of the most 
fundamental things to be done. My bill contains other suggestions 
for the committee’s consideration. That would be certainly a central 

art. 

. Let me turn to the other half of the assumption that lower prices 
will help to reduce output. People who are more familiar with the 
economics of a factory than a farm accept this assumption without 
question and without argument. Persons trained on the farm and 
those familiar with the mechanics of price analysis should not be so 
quick to accept such an assumption. All economics teaches that pro- 
ducers who cannot withhold their products from the market over any 
extended period will continue to sell in the short run so long as prices 
cover variable costs. This proposition is true in the factory and on 
the farm, but let us examine the variable costs more closely. Let us 
look at them. 

The factory owner has relatively high variable costs for labor and 
materials al relatively low fixed costs. Therefore, if prices fall to 
any appreciable extent, he will lose less money by shutting down the 
factory and saving the outlays on labor and materials, thus restricting 
supplies. 

Now let us turn to the farmer. The farmer has relatively high fixed 
costs, even at the outset of the crop year. Moreover, since he must 
plan and plant far in advance of the date on which he can be sure of 
the price he will receive for the crop when it comes to market, he 
must risk making what were variable costs at the beginning of the 
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year into fixed costs. That is to say, he must prepare the ground, 
cultivate, fertilize, irrigate, or otherwise advance the production proc- 
ess without final knowledge as to market price. At harvest time the 
only variable costs that remain to be met are those of harvesting, 
packaging, and transporting to market. As a result, the farmer will 
continue to bring his crop to market at harvest season so long as the 
price stays above those few remaining variable costs. Moreover, be- 
cause the farmer is eager to recover his out-of-pocket costs and some 
fixed costs, he tries to increase his gross income in the face of declining 
price levels by pursuing every means of expanding output. 

The administration, through its program of deliberately lowering 
general price levels, has caused farmers to accelerate the revolution in 
production very appreciably. Farmers have told me that while they 
were once satisfied with 80 bushels to the acre, they have found it now 

ossible to harvest 110 bushels to the acre and, therefore, have grown 
arger quantities. They have done this largely in response to pressure 
of falling prices. 

The history of agricultural statistical data has demonstrated for 
nearly half a century that the farmer’s response to a falling price 
level is to greatly increase the level of output in an effort to try to 
maintain his gross income. The elementary logic of economic analy- 
sis, which is that goods will be brought to market so long as prices 
cover variable costs, helps explain and support his history. The ad- 
ministration’s assumption that lowering prices will somehow reduce 
supply is supported neither by the history or by the elementary logic 
of economic events. 

While you can shut down a factory, you cannot and you do -not 
shut down a farm. Had the administration understood this basic 
distinction and administered its policy in sympathetic appreciation of 
these facts, we might well have avoided the present difficulties of heavy 
investment in price-supported commodities in surplus supply. The 
at by the administration to get out of the mess it has created by its 
own faulty logic through pursuing that same logic still more relent- 
lessly for 2 more years should be vigorously resisted by this Congress. 
We should not join in heaping further failure upon past failure. 

Let me turn to the final assumption. Everyone accepts without 
exception that manufacturing industry will restrict output to that 
volume of goods which can be sold in the market. The administration 
appeals to the fundamental decency of the American farmer by sug- 
gesting somehow that the restriction of agricultural output is somehow 
sinful. Many of us, sensitive to the needs of hungry people the world 
around, have difficulty in accepting restriction of food output when we 
know that people are hungry. As the result of these sentiments the 
Congress has for many years supported a variety of measures by which 
American agricultural commodities have been moved into countries 
otherwise deficient in supply. And the Congress will continue to 
do so. 

But having said that, it still seems reasonable to assume that no vital 
purpose of the Nation or the human race is served by encouraging pro- 
duction of agricultural commodities beyond the reasonable needs of the 
year. We should, of course, maintain an adequate reserve supply of 
storable commodities against the contingencies of drought, Eoesen, 


and other emergencies. But it is not sinful to balance supply with 
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demand in agriculture any more than it is sinful to do so in steel or 
cement or automobiles. 

For too long we have sought to balance the supply with demand by 
the crude route of allocating acreage. Because hybrid seeds and better 
insecticides and other new techniques are increasingly available, acre- 
age restrictions have proven inadequate to date. 

Mr. Bass (presiding). I might inquire how much longer your 
testimony will last. 

Mr. Jounson of Colorado. My prepared testimony will be finished 
in about 2 more minutes, 

Mr. Bass. The House meets at 11 as you know. 

Mr. Jonnson of Colorado. I will request permission to extend my 
remarks. 

Mr. Bass. That will be granted. 

Mr. Jounson of Colorado. Many of us in the wheat-producing areas 
of the country are now preparing, Mr. Chairman, to support quantita- 
tive controls in the form:of bushelage marketing allotments. We rec- 
ognize that there is no perfect device for securing the exact quantity of 
food production that may be demanded from season to season. The 
uncertainty of weather, if no other factor operated, would offset the 
calculations of output. But it is possible to allocate equitably the 
right to bring a specified quantity onto the commercial market. This 
does, indeed, limit the market power of the farmer in any given year 
with respect to the commodity so controlled. It does not restrict his 
freedom to plant or harvest so long as it is understood that he cannot 
move any surplus he may produce onto the commercial market except 
under assigned marketing quotas. He is free to store the difference 
against a shortage in production in the following year, or to use the 
surplus as feed or seed it on his own farm. No one should assume that 
these quotas would destroy any significant freedom the farmer may 
wish. The farmers have indicated their willingness to accept such con- 
trols, recognizing their greater effectiveness if the farmers can be 
assured that a fair price will be paid them for the goods produced. 

But coming back to an examination of the premise upon which this 
administration is proceeding, I submit, Mr. Chairman, that the fol- 
lowing propositions ought to be the basis for agricultural policy as 
may be considered by this Congress: 

First, that the American farmer is entitled to receive a fair share 
of the national income in exchange for his labor and investment in 
producing the food and fiber upon which depends the prosperity of 
the Nation. 

Second, that the Government should pursue policies that will ex- 
pand exports and shall pursue policies that will expand domestic con- 
sumption insofar as this may be possible. 

Third, that balancing production to the total demand, both at home 
and abroad, is sound social policy. 

Fourth, that price reduction and acreage controls having both 
proved inadequate and incompetent in securing a balance between 
supply and demand, other more direct devices for securing such a 
balance in the market should be used. 

Fifth, the farmers should have the opportunity to earn a fair share 
of the Nation’s income by suitable Government policies and market 
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prices. But if they cannot, then the Government should consider the 
use of alternate methods, such as direct payments, as may prove 
necessary and desirable to secure a reasonable return for the labor and 
and Papal required to gus our abundance. 

Sixth, our policy will better serve the next generation as well as 
the next year if it builds on the premise that we intend to continue our 
historical tradition of encouraging owner-operated family farm enter- 
=: We who live in drought areas have seen the occasional evi- 

ences of irresponsible behavior in the event of natural disasters in the 
handling of absentee-owned farm acres. 

In the ultimate sense, we do not really own the land in fee simple. 
This generation is but a trustee for the next and all succeeding genera- 
tions. We should pursue, therefore, policies that will make this a 
richer and not a poorer land. These policies are more likely to flow 
from owner-operated family farm enterprise. 

Mr. Chairman, if we would substitute these premises for those which 
underlie the program of this administration, I have complete confi- 
dence that this committee and this Congress can write legislation that 
will set our feet. upon the paths to restore agriculture to a rightful 
share in the Nation’s income, that will restore a balance between 
supply and demand, that will protect the farmer without hurting the 
consumer, that will be reasonably related to our foreign responsibil- 
ities and commitments, that will prove less costly to the taxpayers, and 
that will promote the general welfare. 

Mr. Chairman, I would be happy to discuss the details of my bill at 
another time. 

(Without objection by the chairman, the following extension of re- 
marks by Hon. Byron L. Johnson of Colorado is inserted in the 
record. at this point:) 


A CoLorRADO WHEAT FARMER’S ANALYSIS OF Farm INCOME AND EXPENSE 


Extension of remarks of Hon. Byron L. Johnson of Colorado, in the House of 
Representatives, Monday, March 16, 1959 


Mr. Jonnson of Colorado. Mr. Speaker, a competent wheat farmer in my dis- 
trict has submitted the following analysis of farm income and expense. 

It shows that present price levels give him, as an operator, a 1.1 percent re- 
turn on his investment if you compute his subsistence or personal income at 
$3,600 per year. 

These calculations appear very modest and reasonable. I commend them to 
study by those interested in being fair to farm operators. 


“A CoLorApo WHEAT FARMER’s ANALYSIS OF FARM INCOME AND EXPENSE 


“Here is an example of actual income and actual costs. It is based upon expe- 
rience of a farm, consisting of 960 acres of good, hard land in the hard-wheat sec- 
tion of northeastern Colorado. This is an owner-operated unit using modern 
equipment. 

“The operator is in compliance with the ASC program, planting his allotted 
acres to wheat and his excess acres to barley. 

“The operator combines all of his grain, but hires barley windrowed. He hires 
extra trucks during harvest. He does all of his own work, except that he hires 
one extra man during harvest. 

“He does nearly all of his own repair work and utilizes some work of children 
during summer. He does his own tax and accounting work. 
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“Analysis for owner-operator 
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Repeiry and: maintemaneess seeks oss ee denne can dees 750. 00 
Gia, Glesel fuel, oi); ant GreneOisk skin See LI 1, 212. 80 
LEONE Ot 8 ee eee eee 159. 85 
Bleetricity and tolenhOti...<s cnn la stctinagnhgadtelpdawdis 150. 00 
DE OO sae ccc dicics web tneninew end esatigathedien dt ietieh dike mtn clin aoatbnthcllbgeabts 456. 00 
Automobile upkeep (farm Share) — cnmetinteaisiciap—eipseermpedberpesene 100. 00 
EEO AICS, CO WIN GUT CIE ct scisracinteeintnipinieteneihieneetlepsninigteentneni 50. 00 
BOO TOP SG I aii iw eceeirtens niche Red neha cheteiseittnieelipeidhativaibainbiiiiaimeaien 15. 00 
SORE «Ce i a iin hehehe AE tacit cota cclaees tence 5. 00 
Book heeping’, Supple c..2ag4canonnvthbbetie~mwansiitniendonmnitte 5, 00 
TOUR! ODSTAUEE CX DORID so 5 cccncsdcccdanwendebeaanenion 5, 521. 65 
“Depreciation : 
Farm equipment, $25,300 at 10-year life___........-.-.-_-_.__ 2, 530. 00 
Shop and storage building $9,000, 30 years_._.-__...--._--___-____ 300. 00 
Total. depreciation .crsesceiesscscmemmmuswuunsebleas aU 2, 830. 00 
Total: Oermchrig: CIO cic csiicscsssireenssdaatiiigblidasiaadtiiiianssita 5, 521. 65 
Total operating expense and depreciation.___._______--________ 8, 351. 65 


“Gross income and net income: 
Income at present prices: 
300 acres wheat, 20 bushels per acre at $1.60 per bushel 


€B000. regs) asec escseccrmcscsusisrserereeseisesuneutmemmneumnnsnmnaa 9, 600. 00 
180 acres barley, 30 bushels per acre at 80 cents per bushel 

(54000. WuahOhs) crrccsescidieriassssennsinsnbsblasl de 4, 320. 00 
480 acres summer fallow (noincome). 

Total rose NCOMCcsicumseniinsienisindde eb diaasde i oi 13, 920. 00 

Total operating expense and depreciation__.........____- 8, 351. 65 


Net operating Inetiti..1c.nscsesdiennsacdanaenen 5, 568. 35 
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“Note.—This is the amount the operator has for his management and labor, 
for his living for himself and family, to pay income tax, personal tax, car ex- 
pense, etc., and for interest on his investment. 

“Allowing nothing for his own labor, and the costs of subsistence, his return 
is only 3.12 percent on his investment : 

“Net operating income, $5,568.35, divided by his investment of $178,300, shows 
that his interest on investment would be only 3.12 percent. 

“Assuming the labor of the owner is worth $300 per month to manage and 
operate the farm, which would be $3,600 per year, the net operating income as a 
return on investment would be only 1.1 percent. 

“Net operating income, $1,968.35, divided by investment, $178,300, equals 
interest on investment, 1.1 percent. 

“It would take a price of $2.60 a bushel for wheat and $1.35 per bushed for 
barley if the farm income is to cover all costs, or to meet operating expenses, to 
provide a living for his family, to pay 6 percent interest on investment, and to 
replace equipment by allowance for depreciation. Here are the calculations : 


“Income: 


Wheat, 300 acres (6,000 bushels at $2.60)_.-.------__---__--__--- $15, 600 
Barley, 180 acres (5,400 bushels at $1.35) _-_-_--------__-_---__--- 7, 290 
II kk oa kh een EE oo ett a ipageaaaria 22, 890 
“Expense : 
Total operating expenses and depreciation___._.__.___-___--_-_-~- 8, 351. 65 
Ne i eT sR aa ree 3, 600. 00 


nn nn, 0 Oo creeneeeneansintetoueee afieieteene 10, 698. 00 


I Nk Bsa tans a cada bs anette Nee nae irs adden tend dnc pips cela 22, 749. 65 


“ANALYSIS FOR LANDLORD AND TENANT OPERATION 


“In the second example which follows, the same farm operation is analyzed 
under the premise that the farm is operated by a renter who owns the equip- 
ment and pays the landlord one-third of the crops, raised as rental. 

“He also pays $1,200 a year for the use of the buildings. 

“Note.—The cost of owning a $9,000 quonset-type building is $1,129.80 a year. 
Forty-nine dollars and eighty cents insurance, $240 taxes, $300 depreciation, $540 
interest on investment. ) 

“The operator has a net income, for his labor and investment, at present prices, 
of $1,614; the landlord gets 2.53 percent return on his investment. 


“Investment by landlord: 


960 acres, at $150 (includes house, well, etc., valued at $9,000)____ $144, 000 
a TCI UN aes darned iain tiene aia ialn Add 9, 000 

Sareuemen inn ns <P UUNIUIRININNS: DU ad dik cw sicninn dsb eitn theatres encheweecnileeoes 158, 000 

“Investment by operator : 

a teats ecteenssicihipe niyo annie gnats slang ti dni deepens 5, 300 
i a i i ee tee 8, 300 
2 OG Wiener ne ONO OO 3... cscs tends sts nl obs cine ddd 600 
i anne leet uiil Dams 1, 000 
2 ie 60s 06 h-hh si easier wei dd 1, 600 
On I ine aladatl AAG. 4, 000 
Sees SEMEN CUR) Ci ck eh cnet tba werlind-sousmasaeneten iu 1, 000 
NON 5 eee hg 2 2 ee ee eld 1, 000 
Autemobile ($3,000), 50 percent... _ ~~... —  isiserct crete Sede 1, 500 

nr UU RII 7 SONI ok os ccvscsamener wun ew urtivun soc eoanmiaien 25, 300 


III 3h Tage FOS oe ahi au aut e 178, 300 





0 


0 
) 


= ~~ 


=~) 


a ae ee ee 
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“Operating expense (operator) : 


Weseie Ori VOU oe. iui iavscsccipiariginraitacin wigs Manalapan $332. 16 
LADOr. oe ee a Ve US Bob Jos An eb 200. 00 
Bend oe Fekete See SULA BI S20 8 Aree 700. 00 
Supplies purchased. eo oi eae J ORs 200. 00 
Repairs and maintenance. .- oe ee eS ea 2S 750, 00 
Gas, diesel fnel, oil, and greabe_ 2 oo ea ce 1, 212. 00 
Wnsorance tee SS I SE hs Se BS Bie Rube 159. 85 
Wiectricity and telephone oi ek Se ea Ba 150. 00 
Trucking. 2 Se SE BA ESE OR 9S GAG FOROS. 456. 00 
Automobile upkeep (farm share) ~-._-.----------------++-sLL_. 100. 00 
Repairs to wells, etc. (minor). ol a 2 8 BI Re 25. 00 
Rental of buildings (farm share) ~...--------- 22 a 600. 00 
Machine‘hire (windrowing) ..~..0 <u ee Leite 225. 00 
Food for ‘hired help... 33 os Se Ak ee 15. 00 
CSET LOOMS nn oS ener oe ee Se See SETS sik Cie | O13 s 5. 00 
Bookkeeping ‘supplies. 2-22 Bs ee ee 5. 00 
Total dperating OX DERI. oo scree ek ee ee eee 5, 135. 81 
“Depreciation (operator) : : 
Farm equipment ($25,300 at 10 years) —----_--___-____________ 2, 530. 00 
Operiting Grpemneisn bik. acdsee ences een 5, 135. 00 
Total operating expense and depreciation_.___.___-_-_-__._----_--- 7, 665. 81 


“Gross and net income (operator) : 
300 acres wheat, at 20 bushels per acre, 6,000 bushels; % rent, 
minus 2,000 bushels; operator’s share, 4,000 bushels, at $1.60 
per bushel _....5.-.6.. ce si eek 6, 400. 00 
180 acres barley, at 30 bushels per acre, 5,400 bushels; % 
rent, minus 1,800 bushels; operator’s share, 3,600 bushels, at 


96.60 per Dushel 22) 2 Se ee eR Eek. 2, 880. 00 
Gross thceme (operator) .3 656) 204s. ened e ede 9, 280. 00 
Less operating expense and depreciation___-._____-_--___-_--..- 7, 665. 81 
Net ‘operatinig® inmate... oS caida cui os een eee *1, 614. 19 
“Gross and net income at present prices (landlord) : 
Income : 
2,000 bushels wheat, at $1.60 per bushel___.__-_-__-_-_--_-__ 3, 200. 00 
1,800 bushels barley, at $0.80 per bushel____---____-__-__-__- 1, 440 .00 
Rental on buildings ($100 per month) ~---..--__-__--_-._-- 1, 200. 00 
Total. groge- RCO is occ ~senicckenn puisasineenesubee 5, 840. 00 
Expenses : 
Taxes on land, storage, house, etc___.__--_-_-_-.-----.------ 1, 185. 84 
Insurance on buildings ($12,000 value) .-_._-_-__---_----_--- 91. 20 
Depreciation, 30-year Das1B s n-ne eee lc een neteths 600. 00 
Repairs to buildings (4% of 1 percent value) --.--.----_---_ 90. 00 
Total expenses........Scc0 ttle CO elie 1, 967. 04 
Net income froin investment.ici054..4. bi Se 8, 872. 96 
Percentage of interest. on. investment... .... seen wokeemnencie 2. 53 


1This is the amount the operator has for his management and labor, for his living for 
himself and family, to pay persona) taxes, car expense, etc., and for interest on his invest- 
ment of $25,300 in equipment. 
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“SUMMARY 


“At $1.60 per bushel for wheat and 80 cents per bushel for barley the owner- 
operator would have a net operating income of $5,568.35. His income should be 
$3,600 for wages and $10,698 interest on his investment, which would be $14,298. 
In other words, he would have an income deficit of $8,729.65. 

“At $1.60 per bushel for wheat and 80 cents per bushel for barley, a renter- 
operator would have a net operating income of $1,614.19. His income should be 
$3,600 for wages and $1,518 interest on his investment, which would be a total 
of $5,118. In other words, he would have an income deficit of $3,503.81. 

“At $1.60 per bushel for wheat and 80 cents per bushel for barley, the land- 
lord would have a net income of $3,872.96. His income should be $9,180. In 
other words, he would have an income deficit of $5,307.04. 

“Bach individual farmer should figure his own farming operation on the basis 
that has been used in this computation. He should make the proper allowance 
for depreciation ; make an allowance for his wages (if he is the active operator) ; 
and make an allowance for interest on his investment, all before figuring his 
profit. 

“It is a very common error of farmers to believe that they are profiting on 
their farm operation, when actually their income is from the depreciation on their 
equipment, the interest on their investment, and from their own labor and the 
labor of their family.” 

Mr. Bass. The committee appreciates the very fine statement of the 
gentleman from Colorado. Mr. Johnson, we had a very able former 
member of this committee, Mr. Hill, of Colorado. 

Mr. Jounson of Colorado. I sought very hard to replace him on this 
committee. But I failed. 

Mr. Bass. We recognized him as an authority on the agricultural 
program. By your testimony I can see you are similarly informed. 

Does any member have any questions ? 

Would anyone of the committee like for the member from Colorado 
to return Monday of next week? Would you like him to return for 
questions then ? 

If so, the committee will meet again Monday. However, the Ameri- 
can Farm Bureau Federation is scheduled to appear Monday. So may 
I suggest to the gentleman from Colorado that he discuss with Mr. 
Albert, the chairman of the subcommittee, who had to leave to’ go to 
the House for the session, since he is the majority whip, to discuss the 
time that he can come back. I am sure that can be arranged at an 
early date. 

If there is nothing further, without objection, the committee will 
stand adjourned until 10 a.m., Monday, March 16, at which time the 
American Farm Bureau Federation will be heard. 

(Whereupon, at 11:05 a.m., the subcommittee adjourned, to recon- 
vene at 10 a.m., Monday, March 16, 1959.) 








WHEAT PRICE SUPPORTS AND MARKETING QUOTAS 


MONDAY, MARCH 16, 1959 


House or REPRESENTATIVES 
Commopiry SUBCOMMITTEE ON WHEAT 
OF THE COMMITTEE ON AGRICULTURE, 
Washington, D.C. 

The subcommittee met, pursuant to recess, at 10 a.m., in room 1310, 
New House Office Building, Hon. Carl Albert (chairman of the 
subcommittee) presiding. 

Present: Representatives Albert, Jones of Missouri, Bass, Breeding, 
Belcher, Smith of Kansas, Short, and Latta. 

Also present: Representatives Johnson of Wisconsin, Stubblefield, 
Hoeven, and Mrs. May. 

Christine S. Gallagher, clerk; John Heimburger, counsel; Hyde 
Murray, assistant clerk. 

Mr. Auzert. The subcommittee will please come to order. 

We are continuing our wheat hearings this morning by hearing 
from representatives of one of our great farm organizations, the Ameri- 
can Farm Bureau Federation. 

Mr. John Lynn, who is in charge ? 

Mr. Lynn. Mr. Marshall. 

Mr. Avserr. Mr. Charles Marshall is in charge of the hearings this 
morning. He is president of the Nebraska Farm Bureau Federation, 
is that right? 

Mr. MarsHaru. Yes, sir. 

Mr. Auvzert. The chair notices the presence of Mr. Lewis Munn 
who is president of the Farm Bureau Federation of Oklahoma an 
a Seineal of mine. We are delighted to have you here, Mr. Munn. 

The Chair notes the presence of the president of the Iowa Farm 
Bureau Federation, and since a most distinguished member of the 
committee, the ranking member, is here, I would like for him to 
present him personally to the committee before I recognize Mr. 
Marshall. 

Mr. Horven. Mr. Chairman, of course, I am very happy to have a 
distinguished Iowan appear before the subcommittee this morning. 
Howard Hill is the president of the lowa Farm Bureau Federation 
and he is also a member of the board of directors of the American 
Farm Bureau Federation. He is one of our great agricultural leaders 
in Iowa. I am happy to have him with us today. 

Mr. Apert. Thank you, Mr. Hoeven. 

Now Mr. Marshall, will you present the rest of your group and 
then proceed in your own manner. 
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Mr. Marsuaw. I would like to present the vice president of the 
Idaho Farm Bureau, Mr. William Liese 

Mr. Likse. It is a pleasure. 

Mr. Marsuauy (continuing). Who is assisting us, and the other 
members of our group who are here are all staff members whom I 
assume most of you know: Mr. Collins and Mr. Lynn and Mr. Fleming 
and Mr. Wooley. 

Mr. Chairman, if I might inquire as to the procedure, is it desired 
that I read our statement and then have questions, or do you want 
questions while we are in the process of reading? 

Mr. Apert. I think that you may proceed as you desire. You ma 
read your statement in full, you may have it inserted and spea 
from it. 

Mr. Marsuauu. I would really prefer to read the statement and 
have it inserted in the record together with the exhibits that are at- 
tached to it. 

Mr. Apert. Then you may proceed in that order. Al] exhibits at- 
tached to the prepared statement will be made a part of the record. 





STATEMENT OF THE AMERICAN FARM BUREAU FEDERATION, 
PRESENTED BY CHARLES MARSHALL, MEMBER, AFBF BOARD OF 
DIRECTORS, AND PRESIDENT, NEBRASKA FARM BUREAU FED- 
ERATION; ACCOMPANIED BY E. HOWARD HILL, MEMBER, AFBF 
BOARD OF DIRECTORS, AND PRESIDENT, IOWA FARM BUREAU 
FEDERATION; LEWIS MUNN, MEMBER, AFBF BOARD OF DIREC- 
TORS, AND PRESIDENT, OKLAHOMA FARM BUREAU; WILLIAM 
LIESE, VICE PRESIDENT, IDAHO FARM BUREAU FEDERATION; 
AND FRANK K. WOOLLEY, LEGISLATIVE COUNSEL, AMERICAN 
FARM BUREAU FEDERATION 


Mr. Marsuauty, Thank you, sir. 

We are happy to have an opportunity to present our views on the 
present wheat situation and some recommendations for correcting the 
problems that have arisen under existing wheat programs. 

As a general farm organization composed of 1,576,462 family mem- 
bers in 48 States, Puerto Rico, and Hawaii, Farm Bureau represents 
all types of farmers. Since wheat is one of the most widely produced 
commodities in the United States, it is only natural that it should be 
one of the most important crops produced by our members. Recent 
surveys of the commodity interests of Farm Bureau members clearly 
indicate that this is true. For example, in 1957, an independent 
research organization made a sample survey of the readership of our 
monthly magazine, The Nation’s Agricultures, which goes to every 
Farm Bureau member. Almost 47 percent of the farm operators con- 
tacted in this survey of Farm Bureau members reported that they 
were engaged in the production of wheat. Almost 21 percent. re- 
ported that wheat was their most important or second most impor- 
tant source of farm income. 
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WHEAT PRODUCERS ARE IN SERIOUS TROUBLE 


This is particularly true in the areas of the country where alterna- 
tives are limited and wheat traditionally has been the major crop. As 
will be brought out in more detail as we proceed, the traditional 
wheatgrower is rapidly losing the right to grow his major crop. 

Our capacity to produce wheat has been dramatically expanded by 
technological progress and incentives created by Government pro- 
grams, 

There is nothing we can or should do about technological progress 
since it lowers production costs and could be good for both farmers 
and society as a whole if price were allowed a greater opportunity to 
function. We can, however, do something about the Government 
incentives which are greatly aggravating the problem and wasting 
resources. The greatest single stimulant to wheat production today 
is a Government price-support program that has made it profitable 
for farmers to grow more wheat than we have been able to move into 
domestic consumption and export. 

After years of trying (1) to reduce the problem with acreage allot- 
ments and marketing quotas and (2) to export a continuing surplus 
of wheat with direct subsidies, barter transactions, Government credit, 
foreign currency sales, and outright donations, the problem is bigger 
than ever and still growing. 

Production and total supplies are at an all-time high and increasin 
at an alarming rate. Under the control program the production o 
wheat has been spread throughout all of the States of the Union. In 
many cases the traditional wheatgrowers have had no good alternative 
to wheat, while many of those who have turned to wheat to take advan- 
tage of the Government program do have good alternatives. Not the 
least of our difficulties is the fact that many erat have bought wheat 
land at artificially high prices which represent the capitalized value of 
a right to grow a restricted acreage for a guaranteed price. This, 
together with other factors, has raised the capital cost of producing 
wheat in the traditional areas and reduced their ability to compete on 
a unit cost basis with other areas. 

The all-time record wheat crop harvested in 1958 has greatly aggra- 
vated an already serious problem. At the beginning of the current 
marketing year we had an estimated wheat supply of 2,352 million 
bushels. Domestic consumption and exports are expected to be some- 
what higher than in 1957-58 but, even so, it appears that we have 
outlets for only 1,069 million bushels. This is only 45 percent of our 
current supply. 

If we failed to produce a single bushel of wheat in 1959, the carry- 
over now in prospect for next July 1 would permit us to continue to 
supply present outlets until well after the 1960 harvest. Stated an- 
other way, we could have a complete crop failure in 1959, continue to 
consume and export wheat at the present rate, and wind up on July 
1, 1960, with approximately a normal carryover—as the term “normal” 
is defined in the Agricultural Adjustment Act of 1938, as amended. 

The situation is even more serious than these figures indicate. 
Under present conditions our wheat exports are completely dependent 
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on the Government, since every bushel of wheat that is exported is 
moved under one or more Government progres Other wheat na- 
tions regard such programs as dumping. Although, on the basis of 
our present consumption and exports we have at least an extra year’s 
supply of wheat, we actually have almost a 4-year supply in terms of 
the markets that will take our wheat for dollars without heavy 
subsidies. 

A crop the size of our 1958 wheat harvest would present a staggering 
marketing problem—even if we did not already have a surplus problem. 
Domestic consumption is now estimated at 619 million bushels against 
a 1958 production of 1,462 million bushels. This leaves 843 million 
bushels available, from the 1958 crop alone, for export and addition to 
the carryover. The most we have ever exported is 550 million bushels, 
This record was achieved in 1956-57, a year in which total interna- 
tional trade in wheat was unusually high. It is now estimated that 
one will reach 450 million bushels this year and that the carryover 
will be increased by more than 400 million bushels. 

Last year’s record wheat crop reflects unusually favorable growing 
conditions, but it was produced with the national acreage allotment at 
the legal minimum of 55 million acres, and with 5.3 million of those 
allotted acres in the acreage reserve. It also must be recognized that 
per acre yields have been increasing, and that the surplus stocks that 
were carried over from earlier years were largely accumulated in a 
period when large areas of the Wheat Belt were suffering from a 
serious drought. 

CONTROLS ARE INEFFECTIVE 


The incentives which caused wheat producers to produce the present 
surplus continue to operate. It is true that the support price for 
wheat has been reduced, but improved technology is continuing to 
lower production costs. Also, research studies indicate that there 
are wide differences in the cost of producing wheat in various areas. 
The support price obviously is still at a level that (1) encourages 
maximum production in the traditional wheat areas, (2) artificially 
provides an attractive alternative to other crops outside these tradi- 
tional areas, and (3) discourages the use of wheat as livestock feed. 

It should be clear by now, on the basis of experience—not only 
with wheat but also with other crops—that production cannot be 
effectively controlled by laws and regulations as long as farmers are 
guaranteed an incentive price. Furthermore, even a casual exami- 
nation of the wheat program reveals that it is so full of loopholes that 
it couldn’t possibly prevent the immediate production of new surpluses 
even if it were possible to wipe the slate clean with some magic 
formula that is not now available. 

The basic elements of the present wheat allotment and marketing 
quota program were adopted in the years immediately prior to Pearl 
Harbor. Almost every change that has been made in the original 
program has had the effect of contributing to its inherent inability 
tocontrol production. For example: 

1. A 55-million-acre minimum allotment, originally applied to the 
1939 crop as a temporary measure has been continued to this day in 
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the face of an upward trend which has almost doubled per acre yields. 
(Wheat yields per harvested acre rose from an average of 14.5 bushels 
in 1937-41 to 27,3 bushels in 1958.) 

2. The already unrealistic 55-million-acre minimum national allot- 
ment was substantially enlarged by the Congress through a 1954 
amendment which shifted compliance from a seeded to a harvested 
acreage basis. This pereaste growers in areas where substantial 
abandonment is normal to overseed for crop insurance purposes with 
the idea of later destroying the acreage that has the poorest. yield 
prospects. The importance of this provision is illustrated by the 
fact that, on the average, 16.6 percent of the acreage seeded to winter 
wheat, and 13.5 percent of the acreage. seeded to all wheat was 
abandoned before harvest in the 10-year period 1949-58. 

3. Anyone who wishes to do so is permitted to market all the 
wheat he can produce on 15 harvested acres without penalty regardless 
of whether or not he has a base history of wheat production. The 
original Agricultural Adjustment Act of 1938 carried a marketin 
quota exemption of 200 bushels. The 15-acre exemption was add 
by the Congress in 1941. It has been retained without change since 
that time despite the continuing increase in per acre yields. 

4. Under another 1941 amendment adopted by the Congress it has 
been possible for many producers to ones kot substantial amounts of 
wheat from excess acres without penalty. Under the original Agri- 
cultural Adjustment Act of 1938 farm marketing quotas were limited 
to the larger of the actual or normal production of the farm allotment 
plus within-quota wheat carried over from previous years. Under the 
1941 amendment the farm marketing quota is now the total production 
on the farm minus the smaller of the actual or normal production of 
the farm’s excess acres. The effect of this change was to make it pos- 
sible for producers to market wheat produced on excess acres without 
penalty, whenever their actual yield exceeds their normal yield. In 
some cases we understand that producers have been able to market up 
to several times the normal yield of their excess acres without. penalty 
by resorting to irrigation and other production increasing techniques. 
A more detailed explanation of this provision of the law and its effect 
is attached as exhibit A. 

5. For many years producers have been encouraged to overseed by 
provisions of law which (a) base marketing quota penalties on the 
smaller of the actual or normal yield of the excess acres, and (b) permit 
emcees wheat to be stored under bond for sale in years of subnormal 
yields. 

Prior to the 1958 crop, growers had an additional incentive to over- 
seed since it was baa for an individual to increase his share of 
the national allotment by this means. An amendment to the law 
adapted by Congress in 1957 removed this particular incentive to over- 
seeding, but will have an offsetting effect of increasing the acreage 
that cooperating producers can seed to wheat within the 55-million- 
acre national allotment. Since the effect of this amendment is to 
reduce the base history of producers who exceed their allotments, it 
will gradually make additional acreage available to the growers who 
comply with their allotments; however, all farmers will still be free 
to harvest 15 acres of wheat irrespective of their allotments. 
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In addition to the above actions which are of a continuing nature 
the Congress and the administration have acted to reduce the effects 
of the acreage allotment and marketing quota programs temporarily 
on a number of occasions. For example, in 1952 the reimposition of 
quotas was delayed by administrative action, although a realistic 
appraisal of the then current wheat situation would have indicated 
that, under the law, quotas should be proclaimed for the 1953 crop. 
Congress subsequently established a minimum allotment of 62 million 
acres for the 1954 crop, and authorized additional acreage to be seeded 
to wheat in summer fallow areas for harvest in 1955. 

Since basic elements of our present wheat program were adopted in 
the years immediately prior to Pearl Harbor, it may be instructive to 
compare various aspects of the current wheat situation with condi- 
tions that existed in 1937-41. The following charts are designed to 
do this. 

(Chart I is as follows :) 


Chart I. Wheat Yields ‘per Harvested Acre 


1937-41 ave. 
1950 
1951 
1952 
1953 
1954 
1955 
1956 


1957 
1958 





Bushels per harvested acre 


Per acre yields have almost doubled since the 1937-41 period. Im- 
proved varieties, better farming practices, increased fertilizer, irri- 
gation, and increased interest in the production of wheat in humid 
areas have contributed to the upward trend in yields, but the stimulus 
has come from the fact that it has been profitable to grow wheat. 

National acreage statistics on the trend in wheat yields obscure the 
damage that is being done to the position of wheatgrowers in the vast 
semiarid regions with limited alternatives. The upward trend in 

ields is not uniform . The trend has been dramatically upward in the 
Pacific Northwest, and in the Corn Belt States, while on the average, 
yields have remained almost constant in the Great Plains. 

In the Pacific Northwest the average yield per seeded acre was 19.3 
bushels in 1923-32, 25 bushels in 1941-50, and 29.2 bushels in 1952-58. 
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In the Corn Belt the average was 16.7 bushels in 1923-32, 19.6 
bushels in 1941-50, and 26.3 bushels in 1952-58. 

In the Great Plains the average was 11.2 bushels in 1923-32, 14.2 
bushels in 1941-50, and 14.2 bushels in 1952-58. 

Any businessman can understand—the farmers are businessmen— 
what these divergent trends are doing to the relative costs of prducing 
wheat in different areas and the ability of the Great Plains to com- 
pete. Whereas the Great Plains could once produce wheat for about 
half what it cost in other areas, this economic advantage is now being 
rapidly eliminated. 

Technological developments indicate that the divergent trends in 
yields will continue if the present artificial incentive to the expansion 
of wheat production are continued. 

Although unusually favorable weather conditions contributed to the 
record 1958 yield of 27.3 bushels per harvested acre, per acre yields 
were well above the 1937-41 average even in severe drought years of 
1954-56. 

In the last 7 years (1952-58) we have harvested over 2 billion bush- 
els of wheat more than we would have harvested from the same acre- 
age if yields had remained constant at the 1937-41 level. Although it 
has been known for several years that per acre yields were increasing, 
the Congress has not seen fit to revise the wheat program to take ac- 
count of this fact. 

New varieties now being developed foreshadow even greater yields. 
For example, the Department of Agriculture recently announced a 
new hybrid Soft White wheat that has consistently yielded more than 
100 bushels per acre without fertilizer in tests in the Palouse region 
of eastern Washington. With fertilizer this new variety has yielded 
136 bushels per acre. 

(Chart IT is as follows :) 


Chart II. Wheat Production 
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Production fell off when marketing quotas were revived in 1954. 
It fell again in 1957 when 12.8 million acres in the acreage reserve, 
production reached a new alltime high despite the quota program. 
Now that the acreage reserve has expired the entire national allot- 
ment of 55 million acres is again available for wheat production. 

(Chart ITT is as follows :) 


Chart III. Wheat Consumption: Domestic Use and Exports 
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These are gross figures. 

As a result of special export programs, the United States has been 
able to supply a sizable percentage of the total international trade in 
wheat in recent years at the risk of damaging relations with other 
wheat exporting countries. 

Domestic per capita consumption of wheat as human food shows a 
longtime downward trend; price supports have sharply restricted 
the use of wheat as livestock feed; ma acreage restrictions have re- 
duced the need for seed wheat. 

Our ability to expand exports further is limited by the competition 
of other exporters, and the fact that many countries are following 
policies that stimulate wheat production. 

The entire world trade in wheat amounted to only 1.156 million 
bushels in 1957-58. The United States supplies 402 million bushels, 
or 34.8 percent of this total. In order to expand exports sufficiently 
to market that part of our 1958 harvest that is surplus to domestic 
needs it would be necessary for us to export at a rate equal to almost 
75 percent of the entire international trade in wheat. This would be 
quite an undertaking in view of the heavy dependence of other coun- 
tries, such as Canada, Australia, and Argentina on wheat exports. 
Even though we will continue efforts to expand wheat sales abroad, 
it is obvious that there is little possibility of solving the present wheat 
problem in the near future by expanding exports. 
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(Chart IV isas follows :) 
Chart IV. Wheat Carryovers, Years Beginning July i 
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Annual carryovers of old crop wheat have been burdensome for 
several years. In the 1956-57 and 1957-58 marketing years with the 
temporary retirement of land under reserve, poor crops in some other 
countries, and extraordinary aids to exports, we made a little progress 
in reducing the carryover. But with exports down from the 1956-57 
high and with a record 1958 crop, it appears likely that our carryover 
will be increased more than 45 percent in a single year (from 880 
million bushels on July 1, 1958, to 1,283 million on July 1, 1959). 
Even larger carryovers are in prospect for the years ahsbdt if present 
programs are continued without major changes. 

(Chart V isas follows:) 


Chart V. Estimated Production of 55 Million Harvested Acres of Wheat 
at Selected Yields 
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At 1937-41 average yields, 55 million harvested acres of wheat 
would produce 798 million bushels. This was not greatly out of line 
with the average 1937-41 disappearance of 751 million bushels. When 
adopted in 1939, however, the 55-million-acre minimum national allot- 
ment was on a planted-acre basis. Today the 55-million-acre mini- 
mum is on a harvested-acre basis, and yields have risen far faster 
than our ability to get rid of wheat. Consequently, at today’s yields 
55 million acres can produce far more wheat than we have thus far 
been able to move into domestic consumption and exports under pres- 
ent programs, including a wide variety of export subsidies. 


TRADITIONAL GROWERS ARE LOSING THEIR RIGHT TO PRODUCE 


Although the acreage allotment and marketing-quota program has 
failed to solve the surplus problem, it has been rather effective in re- 
distributing the right to produce wheat. 

With the rise in yields, the 15-acre marketing-quota exemption en- 
acted by Congress in 1941 has assumed increasing importance. Origi- 
nally enacted ostensibly for administrative convenience and to fore- 
stall the possibility that small producers might vote the price-support 
and marketing-quota program out of operation, this exemption has 
ry to be a potent device for dividing up the right to produce 
wheat, 

It has attracted thousands of new producers into the wheat busi- 
ness. It has enabled enterprising individuals to develop sizable 
operations by leasing the 15-acre privilege from a number of their 
neighbors. It has combined with other factors to redistribute the 
right to grow wheat. 

In 1939, the national wheat allotment was 55 million acres. Twenty 
years later in 1959 the national allotment is also 55 million acres, 
Yet a comparison of the State allotments for the 2 years shows that 
24 States have gained a total of 5,094,499 acres, while 24 other States 
have lost a total of 5,149,499 acres. The difference between these two 
figures reflects the fact that there was a national reserve of 1 percent, 
or 55,000. acres, in 1959 but not in 1939. North Dakota has lost the 
right to grow more than 1 million acres of wheat since 1939. Minne- 
sota has lost almost. 700,000 acres and Kansas almost 500,000. Colo- 
rado has gained almost 1,400,000 acres; Oklahoma has gained about 
1,100,000; and Montana more than 600,000. (See table 1 at end of 
statement.) This is a list of all of the States; that will give you a 
comparison. 

Although growers are no longer permitted to use the 15-acre ex- 
émption to build allotments, much damage has already been done. 
In State after State, including those that have lost little or no acre- 
age since 1939, the producers who historically grew wheat have lost 
acreage to new growers attracted by artificial prices and the 15-acre 
exemption. 

For example, parts of western Kansas have lost acreage to eastern 
Kansas. Historic wheat counties in Missouri have lost wheat acre- 
age to cotton counties. Even within individual counties traditional 
wheatgrowers have lost wheat acreage to individuals who were not in 
the wheat business before the Government program went into 
operation. 
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At 1937-41 yields, 15 acres of wheat would produce only 218 bushels 
on the average, but at 1958 yields 15 acres will produce 410 bushels. 
At the 100-bushel-per-acre yields that have been achieved in new 
variety tests, 407,000 15-acre farmers could have supplied’ the entire 
1958 duane wheat market, and 693,000 could have supplied both 
our domestic and highly subsidized export markets. 

If each of the 1,718,115 farms which had a wheat history or grew 
wheat in 1957 had produced the national average yield of 27.3 bushels 
eS acres on 15 harvested acres in 1958, the resulting production would 

ave been 704 million bushels. This means that, at 1958 yields, 15 
acres per farm would produce more than the total amount of wheat 
that we currently are able to market at home and abroad on an unsubsi- 
dized basis. 

This should be a matter of real concern to every wheatgrower who, 
currently harvests more than 15 acres because, if present trends con- 
tinue much longer, the result could be that all producers will be 
leveled down to 15 acres or less. 

The wheat problem quite clearly is more than a problem of liquidat- 
ing an accumulated surplus. Basically, it is the problem of bringin 
about a better balance between the production and disappearance o 
wheat, and to accomplish this objective on the basis of an economic 
rather than a political determination of who grows wheat in the 
United States. A completely new approach is needed. The hour is 
late. Further delay in making the adjustments that are needed will 
only make the ultimate solution more difficult. 

If the Congress fails to take economically sound corrective action— 
and soon—many traditional wheat producers are going to be ruined 
and the entire farm program is going to be discredited in the eyes of 
the public. 


THE ANSWER IS NOT HIGHER GOVERNMENT GUARANTEES, BREAD TAXES, OR 
DIRECT PAYMENTS 


Unfortunately, the major proposal for wheat legislation currently 
being discussed most widely in the Congress is a “retread” of an old 
idea which holds that the consequences of supporting wheat. prices at 
an incentive level can be ae (a) by confining the high level sup- 
ports to a part of the crop, and (6) by dumping the resulting surplus 
onto the backs of other farmers—particularly the producers of feed 
grains, livestock, poultry, and dairy products. 

One well-known wheat economist has put the situation in perspec- 
tive as follows: 


Higher wheat prices to producers do not necessarily mean higher incomes from 
wheat marketings when direct production and marketing controls are used. 
Nor do higher incomes from wheat necessarily imply higher total farm incomes, 
Still less do they imply higher per capita net earnings. Although farm incomes 
from wheat have presumably been raised by the Government price intervention 
of recent years, this in turn, has probably kept more people in wheat production, 
has raised farmland values, has retarded the rate of expansion of efficient 
farms, and has left many farmers to face more difficult future adjustments 
than if wheat prices had been allowed to decline gradually to substantially lower 
levels. The currently proposed certificate plan, with its domestic parity support, 
would further postpone needed adjustments. 
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The proposal which has been ambitiously labeled the “Wheat Sta- 
bilization Act of 1958” is a variation of what has long been known as 
the certificate or domestic parity plan. In our opinion it more pro- 
perly should be called the uaa taxpayment plan since it features a 
tax on the processing of wheat for domestic human consumption to 
finance direct payments to producers at the rate of 35 percent of 
parity (about 83 cents per bushel) on the portion of proposed bushel- 
age quotas that represents domestic human consumption. 

This plan is clearly a three-price plan and not a two-price plan as 
some claim : 

(1) There would be one price for overquota wheat which would be 
sold for feed, seed, or export on an unsupported basis. 

(2) There would be a second price for marketing quota wheat in 
excess of the domestic human consumption quota which would be 
eligible for price support at not less than 65 percent of parity (cur- 
rently $1.53 per elie). 

(3) There would be still another price for part of the marketing 
quota wheat as producers would receive price support at not less than 
65 percent of parity plus a direct payment equal to 35 percent of 
parity for the portion of their bushelage quotas that represent do- 
mestic human consumption. This would mean a producer return of 
at least $2.36 for wheat eligible under this part of the program. 

From the standpoint of the producer the real price of wheat would 
be a weighted average of all these prices. 

Although the present proposal for a bread taxpayment plan differs 
in detail from similar proposals that have been made in the past, it 
is based on ideas that have been discussed for more than 30 years. 
It is a distant relative of the McNary-Haugen plan of the 1920's; 
nn that plan was a true two-price plan and not a three-price 

an. 

3 The Agricultural Adjustment Act of 1933 carried processing tax 
and payment provisions which subsequently were held to be unconsti- 
tutional. Bills calling for certificates, processing taxes, and direct 
payments to wheat producers have been introduced in Congress time 
after time over the last 20 years, without ever being finally enacted. 
Provisions for such a plan were included in the first Agricultural Act 
of 1956, and were one of the factors which led to the veto of that act. 
As finally enacted, the Agricultural Act of 1956 gave the Secretary of 
Agriculture discretionary authority for 2 years to try such a plan on 
rice if he found that it “is administratively feasible and in the best in- 
terests of rice producers and the United States.” This authority was 
never used, as the Secretary was unable to make the required findings 
that such a plan would be administratively feasible and in the best 
interests of rice producers, even though there was no serious question 
of unfair competition with domestic feed producers in the case of rice. 

The bread taxpayment plan would increase rather than decrease the 
Government’s involvement in the wheat business. Although acreage 
allotments would be dropped, bushelage quotas would be substituted. 
Special export programs—including direct subsidies—would remain 
a necessity. 

Under present conditions, an average export subsidy of around 
30 cents per bushel plus the continuation of special export programs, 
such as foreign currency sales, would be necessary to maintain exports 
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under the proposed plan. With a 1958 support price of $1.82 export 
subsidies have been running from 55 to 63 cents per bushel. Under 
the proposed program the support price for within quota wheat, ex- 
port wheat could not be less than $1.53. On the basis of recent condi- 
tions such a support price would require export subsidies ranging 
from 26 to 34 cents per bushel. Thus, the Government’s present in- 
volvement in wheat exports would have to be continued. 

In addition the Government would have to take on the job of col- 
lecting processing taxes and making direct payments to producers. 
It should be recognized that the proposed processing tax is merely a 
device that is intended to make the plan appear partially self-sup- 
porting. The heart of the plan is direct payments along the lines of 
the Brannan plan. The fact that a processing tax would bear most 
heavily on low income groups would create pressure for the early sub- 
stitution of direct payments from the Treasury. 

At least some of the proponents of the plan would be willing to dro 
the bread tax feature now if they could get taxpayers to pay the bill 
through direct appropriations from the Treasury. As a matter of 
fact, a variation of the plan introduced by a Congressman from North 
Dakota calls for direct appropriations rather than a processing tax. 

Farm Bureau is opposed to the direct-payment approach, regardless 
of whether payments are to be made directly from the Federal Treas- 
ury or from the proceeds of a tax on the processing or marketing of 
farm products. 

The payment approach creates a perfect basis for Government con- 
trol of agriculture. It would stimulate production, depress market 
prices, and make farmers dependent on congressional appropriations 
for all their net income and possibly a part of their costs as well. On 
the basis of the record, this would put farmers in a hazardous position, 
since market prices would be depressed by the surplus production 
encouraged by the plan any congressional cut in the funds needed 
for payments would subject farmers to a real squeeze. 

Obviously, this will level farmers’ income downward and destroy 
opportunity. This is just the reverse of what made this country 
what it is today. 

The combination of incentive prices for eligible production and the 
inevitable limitations on payments to individuals would result in high- 
cost production and high-cost food when both market prices and tax 
costs are taken into consideration. 

Any plan to make direct payments to wheat producers is highly 
vulnerable to politically determined restrictions on the size of pay- 
ments that can be made to an individual grower. As the bread tax 
plan now stands, it is estimated that 19 percent of the farms eligible 
would receive approximately 70 percent of the payments, and that the 
remaining 81 percent of all wheat farms would receive only about 
30 percent of the payments. We do not intend to be a party to any 
program that provides this kind of an invitation for political action 
to reduce all producers down to a mere subsistence level. 

The proposed plan would penalize producers who have been pro- 
ducing quality mia for the domestic food market, and reward those 
who have been producing wheat for feed or for Government storage. 
This would come about by reason of the fact that the plan provides 
for the domestic food quota to be distributed on the basis of produc- 
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tion in a past period—irrespective of the use made of the wheat— 
rather than on the basis of actual participation in the domestic food 
market. All wheat is not the same, and the different types and classes 
do not share the domestic market on a uniform basis. For example, 
in the 5 marketing years, 1952-56, domestic consumption of the major 
classes was 86 percent of yroduction for Durum; ; 84 percent for Hard 
Red Spring; 71 percent for Soft Red Winter; 47 percent for Hard 
Red Winter; and 38 percent of production for White wheat. 

Under the proposal to give each producer a pro rata share of the 
payments for wheat consumed domestically as human food a substan- 
tial part of the bread taxes paid on Durum, ‘Hard Red Spring, and Soft 
Red Winter wheat would be used to make payments on Hard Red 
Winter and White waeat. Furthermore, within each of the various 
classes the processing of quality milling wheat would be taxed to 
finance payments to the producers of low quality wheat. Thus, this 
proposal is a device to use the police power of the Federal Government 
to give some producers a special position in relation to the domestic 
food market which they have never had in the past, and would not 
otherwise be able to obtain. 

It should be noted that one bill provides for distribution of the 
domestic consumption quota on a wheat class basis. While this is 
aimed at making the plan more acceptable to some wheat-producing 
areas, the administrative feasibility of it is questionable, and it would 
not correct many other objectionable features which are basic. 

Although the proposal to require that wheat producers put 20 to 
50 percent of their base acreage in the conservation reserve to qualify 
for payments would reduce somewhat the adverse impact of the pro- 
gram on feed grain producers, it would not prevent the production 
of substantial quantities of wheat for use as feed on a subsidized basis. 
This would be increasingly true as further increases in per-acre yields 
are achieved. 

It is significant to note that the proposal would permit the imme- 
diate release without penalty of vast quantities of excess wheat now 
being held under bond by farmers who have exceeded marketing 
quotas in the past. 

I might say here, if I were selfish I would be in favor of the bill 
because I have about 6,000 bushels of that kind of wheat. 

Looking to the future many producers would plan their wheat pro- 
duction on the basis of the “blend” price received for the entire crop. 
With high per-unit returns guaranteed by the Government for a x 
stantial part of his crop the producer could afford to gamble on the 
production of overquota wheat. Under present conditions the pro- 
posed minimum support price of 65 percent of parity would encour- 
age production in many areas—even without the supplemental pay- 
ments of 35 percent of parity that are proposed for the part of each 
producer’s quota, which represents domestic human consumption. 

Producers putting land in the conservation reserve would be paid 
twice—once when they received their conservation reserve checks and 
again when they received direct payments on the portion of their 
bushelage allotments that represents domestic human consumption. 
This would be unfair to every other farmer who is participating in 
the conservation reserve on the basis of a single payment. 
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The proposal to conduct a referendum to determine whether pro- 
ducers prefer the bread tax payment proposal to the present program 
is unfair, discriminatory, and unsound. 

It is unfair and discriminatory among other reasons, because small 
wheatgrowers, who stand to lose their 15-acre exemption, would be 
prohibited from voting. Also, feed grain producers, whose market 
would become a dumping ground for surplus wheat, on a subsidized 
basis, and the producers of livestock, poultry, and dairy products 
would be disenfranchised despite their obvious interest in the outcome 
of the referendum. In 1957, 65.2 percent of all farmers producing 
wheat harvested 15 acres or less. Thus, only about one-third of the 
farmers producing wheat would be eligible to vote, and this minority 
would be deciding an issue that affects every farmer and taxpayer in 
the United States, to say nothing of our relations with other countries. 

The proposed referendum is unsound because it would not lead to 
a solution of the wheat problem. Continuing the present program 
obviously would solve nothing. Adopting the bread tax payment 
plan would mean more, not less, Government intervention in the 
wheat business. It would mean that the traditional wheatgrowers 
would be forced to continue to compete with subsidized production 
in areas that have good alternatives to wheat production. 

If producers are to be asked to choose between two programs, in a 
referendum, they should be given a choice between alternatives which 
are so designed as to permit an economic improvement in the present 
situation regardless of the outcome of the referendum. Furthermore, 
all producers affected by the program should be permitted to vote. 


RECOMMENDATIONS 


A sound approach to the wheat problem is long overdue. 

Farm Bureau believes that to be workable and generally acceptable 
anew wheat program— 
must incorporate provisions which will encourage market expansion, reduce 
production incentives, minimize economic hardships on wheatgrowers and avoid 
shifting the burden of adjustment to producers of other farm commodities. 

To accomplish these objectives Farm Bureau resolutions recom- 
mend the adoption of a program providing— 

(1) An orderly transition to a system whereby wheat price support levels 
will be related to the average farm market price of wheat during the 3 years 
immediately preceding the year for which the support is to apply. 

(2) Plans for the termination of wheat acreage allotments and marketing 
quotas. 

Adoption of this program would mean a shift, on a gradual basis, 
to the kind of a price support program that would permit market 
prices to play a larger role in helping to guide the production and 
CoS of wheat. 

For the immediate future the Farm Bureau approach would mean 
that support prices on wheat would be lowerec (2) to encourage a 
shift away from wheat production in areas that have high costs or 
good alternatives to wheat and (6) to permit wheat that is surplus 
to milling and export requirements to move into the domestic feed 
market. on an unsubsidized basis as it traditionally did prior to Gov- 
ernment intervention. 
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The issue is not whether surplus wheat should be fed, but whether 
it should be dumped on a subsidized basis into the domestic feed 
market thereby adversely affecting feed grain growers, livestock, 
dairy, and poultry producers. 

The program we are recommending would not force all wheat 
prices to a feed-grain level. The wheat that would move into feed 
use would largely be confined to the types and grades that are least 
in demand for milling and export. Milling quality wheat would con- 
tinue to demand a premium but the price of surplus wheat would be 
based primarily on its value as livestock feed in open competition 
with other feed grains. It is also to be expected that wheat produc- 
tion would be reduced in areas of the country that have good alterna- 
tives and increased in areas that have few alternatives to wheat, This 
would make it possible for the traditional wheatgrowers to recover 
the acreage they have lost under past programs. 

Use of a percentage of the preceding 3-year market average as a 
basis for price supports will relate the support price to conditions in 
a recent period, and prevent disastrous drops in wheat prices while 
necessary adjustments are being made. 

As the new program becomes effective, production and consump- 
tion will be brought into better balance, the surplus can be eliminated 
gradually through the continuation of present disposal programs. 
Meanwhile support prices will become less important and producers 
can begin to look forward to better market prices—particularly for 
high quality milling wheat. 

It is, of course, essential to the success of any program that the 
liquidation of existing CCC stocks be handled in an orderly manner. 
This can be accomplished under existing disposal programs once we 
halt the flow of new surpluses into CCC stocks. 

To help farmers, including wheat farmers, to adjust production to 
current needs we favor a properly designed and administered con- 
servation reserve program which will— 

(1) Place emphasis on the retirement of land that otherwise 
would be devoted to crops; 

(2) Keep land out of production for a long term of years; 

(3) Result in sufficient participation to make a net contribu- 
tion to reducing production ; 

(4) Prohibit harvesting or grazing of land under the program: 

(5) Encourage farmers to put entire farms under the pro- 
grams ; 

(6) Avoid contributing to higher land prices. 

Payments in kind from Commodity Credit Corporation stocks 
should be used to the maximum extent possible in financing such a 
conservation reserve program. 

As a further means of speeding the time when wheat allotments 
and quotas can be terminated, our policy resolutions recommend— 
that the 15-acre and 200-bushel marketing quota exemptions be terminated: 
that workable regulations be developed under which compliance can be shifted 
from a harvested to a seeded-acreage basis in a fair manner; and that market- 
ing quota penalties be based on actual, rather than normal, yields. 

Unlike some other programs now being suggested, these recommen- 
dations give assurance that Government interference with the right of 
the traditional wheat farmers to produce will be removed. 
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If the present program is continued, it will be necessary not only 
to tighten acreage allotments and marketing quotas even more dras- 
tically than suggested above, but also to eliminate the 5 million acre 
minimum national allotment, and reduce wheat acreage until produc- 
tion is brought in line with the volume that can be moved into con- 
sumption and export. The end result of continuing. this approach 
ean be to liquidate the tradtional wheat farmers. 

You will note that we have not filled in all of the details that 
would be necessary to enact our recommendations into law. For ex- 
ample, we have not spelled out the percentage of the average market 
price for the preceding 3 years that should be used as a basis for 
price supports. This is a matter that should be carefully considered 
by the Congress in the light of the support prices that have prevailed 
in recent years and the rather substantial adjustments that are needed 
to solve the wheat problem. 

We will be glad to give the committee such assistance as it may 
desire from time to time in coming to grips with the wheat problem 
on a sound economic basis. 

We do not agree with the administration’s recommendation that 
the Secretary of Agriculture be given discretion for setting price- 
support levels within the range of 75 to 90 percent of 3-year average 
market prices. One of our main objectives in proposing the market 
average approach is to get away from the exercise of discretion by 
any Secretary of Agriculture in setting price-support levels. By 
tying support prices to a congressionally prescribed percentage of 
average market prices in the immediately preceding 3 years, we can 
avoid misusing a backward looking statistical formula which is tied 
to conditions that existed more than 45 years ago. Parity was not 
originally designed to provide a basis for trying to fix farm prices. 
Its original purpose was to provide a device for measuring changes in 
the relationships between the prices farmers receive and the prices 
they pay for a selected group of items. 

In summary: Wheat producers are in serious trouble; controls are 
ineffective; traditional growers are losing their right to produce; the 
answer is not higher Government guarantees, bread taxes, or direct 
payments. There is an urgent need for prompt legislative action to— 

(1) Shift price supports for wheat to a percentage of average 
market prices, with an orderly transition ; 

(2) Encourage market expansion and reduce production incen- 
tives without shifting the burden of adjustment to producers of 
other farm commodities ; and 

(3) Provide for the elimination of marketing quotas and acre- 
age allotments for wheat as rapidly as possible. 

If these recommendations are carried out, they will go a long way 
toward creating conditions which will make it possible for wheat farm- 
ers to earn and get a high per family income in a manner which will 
preserve freedom and eliminate Government regulation of individual 
farming operations. 

This is the end of the statement. 

Exhibit A is the example that I mentioned earlier in the testimony. 

Exhibit B contains the excerpts from resolutions that deal with ad- 
justment programs. 
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And on the last page of this document you have in your hand, is table 
1 which shows the relationship between the various States on the 
wheat allotments and the percentage of change between 1939 and 1959, 
as referred to in the testimony. 

Thank you, Mr. Chairman. 

(Exhibits A, B, and table 1 areas follows :) 


ExHIBIT A 


EXPLANATION oF 1941 AMENDMENT WHICH MAKES IT POSSIBLE FoR PRopUCERS To 
MARKET SUBSTANTIAL AMOUNTS OF WHEAT FROM Excess AcRES WITHOUT 
PENALTY 


Under the original Agricultural Adjustment Act of 1938 farm marketing quotas 
were limited to the larger of the actual or normal production of the farm allot- 
ment plus within-quota wheat carried over fronmr previous years. Under an 
amendment adopted in 1941 the farm marketing quota is now the total produc- 
tion on the farm minus the smaller of the actual or normal production of the 
farm’s excess acres. The following hypothetical example illustrates the effect 
of this change. 

Assume that— 

(a) the farm allotment is 100 acres ; 

(b) the farm allotment is exceeded by 10 acres; 

(c) the farm’s normal yield is 10 bushels per acre ; 
d) the farm’s actual yield is 15 bushels per acre. 

Prior to the 1941 amendment a producer in the circumstances described above 
would have had a quota of 1,500 bushels (100 allotted acres times an actual yield 
of 15 bushels per acre, as his actual yield is higher than his normal), and a farm 
marketing excess of 150 bushels (10 excess acres times an actual yield of 15 
bushels per acre). 

Under the 1941 amendment, which is still in effect, a producer in these circum- 
stances would have a marketing quota of 1,550 bushels and an excess of only 100 
bushels. (His production is 15 bushels per acre on 110 acres, or 1,650 bushels. 
His excess is 10 acres times his normal yield of 10 bushels per acre, or 100 
bushels, since his normal is smaller than his actuals Subtracting his excess of 
100 bushels from his production of 1,650 leaves him with a marketing quota of 
1,550 bushels—50 of which were produced on excess acres, ) 

In actual practice the increase in the farm marketing quota resulting from 
the present method of determining excess production has often been propor- 
tionately much greater than that shown above. 

In some cases we understand that producers have been able to market up to 
several times the normal yield of their excess acres without penalty by resorting 
to irrigation and other production increasing techniques. 





Exnuisit B 


FARM BUREAU POLICIES FOR 1959 DigEcTLY RELATED TO PRICE SUPPORT, PRODUCTION 
ADJUSTMENT, AND PRODUCTION PAYMENT PROGRAMS FOR WHEAT 


SUPPORT AND ADJUSTMENT PROGRAMS 


A major objective of Farm Bureau policy is to create conditions which will 
make it possible for farmers to earn and get a high per family income in a manner 
which will preserve freedom and eliminate Government regulation of individual 
farming operations. 

In previous resolutions we have noted that the problem of maintaining pros- 
perity in agriculture is broad and complex and that it involves many lines of 
action not only in agriculture but also in other fields. 

We believe in the importance of national policies that create a favorable 
climate for individual initiative and enterprise and programs designed to help 
farmers solve their problems through voluntary individual or group action. 

The most serious problem facing farmers today is that production of farm 
products is expanding more rapidly than markets. This problem has been aggra- 
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vated by national policies which have stimulated production without regard to 
market needs. 

Any program which expands agricultural production in the absence of a com- 
parable increase in effective market demand is contrary to the interests of pro- 
ducers and the economy generally. Likewise, programs which encourage ineffi- 
cient production render a disservice to agriculture by contributing to surplus 
accumulation, increasing average production costs, and limiting output per man. 


Production payments 


We consider production payments to be unsound and dangerous to our economic 
and political system. 

Although the fundamentals of this food-and-fiber subsidy plan were decisively 
defeated in the House of Representatives in 1949, agitation for it continues in a 
variety of forms. 

Two of the latest versions of this plan were introduced in the last session of 
Congress. One version completely blanketed all farm production under the 
plan while a second version applied only to the domestically used portions of the 
six basic commodities. 

Regardless of the form in which it is presented, the payment approach would 
stimulate production, depress market prices, and make farmers dependent on 
congressional appropriations for their net farm income and probably a part of 
their costs as well. 

Such a program would be fantastically expensive. It also carries a cheap- 
food philosophy. Socializing the production and distribution of food and fiber, 
by having consumers pay a part of the cost through taxes, rather than pay full 
value at the store, is a trap for farmers. Ultimately, as in other countries that 
have gone down the road to socialism, the payment approach also would be a 
trap for consumers since it would encourage inefficiency and thereby result in 
high real food and fiber costs. 

Payment limitations such as have been applied to practically all other direct 
payment Government programs, including the agricultural conservation pay- 
ments program and the soil bank, would place a ceiling on opportunity and level 
individual farm incomes downward. Inevitably, farm income would be dis- 
tributed on the basis of the politics of equal shares instead of by the market on 
the basis of each individual’s economic contribution to society. 

We vigorously oppose any attempt to adopt production payments as a substitute 
for price supports or as a means of bringing income into agriculture, regardless 
of whether such payments are financed by direct appropriations from the Treas- 
ury or by a tax on the marketing of farm commodities. 

Price support guides 

Experience has clearly shown that programs to fix prices and control produc- 
tion do not insure satisfactory farm income. Farm production cannot be bal- 
anced with effective market demand by legislation as long as increased production 
is being encouraged by guaranteed prices at incentive levels. 

We reaffirm our desire to move as rapidly as possible to programs which will 
more effectively serve the interests of farmers at a greatly reduced cost to the 
taxpayers. 

Where price support and production adjustment programs are used they 
should be designed to facilitate orderly marketing rather than to guarantee 
unrealistic prices. 

With less interference from Government, the marketing system will be freer 
to operate effectively and efficiently. This will encourage the expansion of 
market outlets and the production of quality products in line with market 
demand. Thus we can better meet competition at home and abroad and grad- 
ually eliminate Government regulation of individual farming operations. 

Where special export pricing is necessary to regain or maintain foreign 
markets we should return to a one-price system as rapidly as possible. 

Individual commodity programs must be in harmony with the interest of agri- 
culture generally; however, these programs must also recognize the inherent 
differences among the various farm commodities. 

Price support levels should take account of competitive conditions, supply 
and demand, and market trends. They should not be based on arbitrary formulas 
nor left completely to the discretion of the Secretary of Agriculture. Neither 
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should levels of support be automatically increased when supplies have been 
reduced. In such cases, increases in acreage should have priority over increases 
in.support prices. 


Surplus disposal and market expansion 


In order to improve farm income, we must expand markets both at home and 
abroad, dispose of existing surpluses, and take steps to avoid the creation of new 
surpluses in the future. 

Every means should be used to eliminate the excessive accumulation of 
surplus agricultural production, to substantially reduce the use of public funds 
to increase the productive capacity of the Nation’s farms and ranches, to restore 
the farmer’s freedom to grow crops he chooses, to allow prices to respond to 
supply and demand, and to reduce costs of these programs to taxpayers. 

Various programs are in operation to expedite the disposal of surplus farm 
commodities and improve our position in export markets. In order to aid in 
eliminating the surplus problem, we believe that Public Law 480 and the policy 
of pricing surplus products competitively in world trade should be continued 
temporarily ; however, the Government should withdraw from direct participa- 
tion in the marketing of farm products. Where export subsidies are made 
necessary by price supports, Government assistance should be designed to en- 
courage private traders to supply export requirements from commercial stocks. 

There is great opportunity to increase the domestic consumption of agricultural 
products through normal channels of trade. This can be done, in part, through 
education and promotion directed toward upgrading the average American diet. 
Farm Bureau should continue to work with producers and the trade in developing 
programs for the promotion and sale of agricultural commodities. 

Measures should be taken to improve grading standards and assure the main- 
tenance of quality standards essential to merchandising an increasing volume 
of quality farm products. 

Provisions of price support and adjustment programs relating to such matters 
as grades, classifications, premiums, and discounts should encourage production 
of the types and qualities of commodities desired by the market and reflect the 
relative values of such commodities. 


Soil bank 


The capacity of our farms and ranches to produce is expanding at a greater 
rate than market demand. This has been going on for a number of years. The 
net effect of many Government programs promoted as devices to reduce pro- 
duction and balance supply with demand actually has been to expand pro- 
duction. 

A satisfactory adjustment of production to market demand for farm products 
is still the major problem of agriculture. 

To help farmers in adjusting production to current needs we favor a properly 
designed and administered conservation reserve program which must (1) place 
emphasis on the retirement of land that otherwise would be devoted to crops, 
(2) keep land out of production for a long term of years, (3) result in sufficient 
participation to make a net contribution to reducing production, (4) prohibit 
harvesting or grazing of land under the program, (5) encourage farmers to 
put entire farms under the program, (6) avoid contributing to higher land 
prices. 

*ayments in kind from Commodity Credit Corporation stocks should be used 
to the maximum extent possible in financing the program. We oppose limitations 
on payments to individuals. 

We urge that the necessary funds be made available so that all farmers 
who have applied may participate in the 1959 conservation reserve on an equitable 
basis. 

Experience with other programs—which were intended to reduce production 
but which were enacted and administered in such a way as to increase produc- 
tion—prompts us to recommend continuation of the conservation reserve pro- 
gram only if the basic principles enumerated above are actually put into operation. 
We will seek adequate appropriations to further accomplish the objectives of 
the program. 
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Acreage allotments 


It is our desire to move in the direction of eliminating Government regulation 
of the right to produce agricultural commodities. In some cases, however, allot- 
ments and quotas will have to be maintained for a transitional period. Where 
this is the case, care must be exercised to protect the rights of individual pro- 
ducers. 

Since the purpose of allotments is to reduce the acreage devoted to specific 
crops, an allotment should be looked upon as a ceiling on acreage rather than 
a requirement to plant. No producer should be forced to plant an allotment in 
order to maintain history. 

We oppose minimum farm allotments. 


Wheat program 


Experience has demonstrated that the present wheat program is completely 
inadequate to deal with the problem of stopping surplus accumulation by bal- 
ancing wheat output and demand. The seriousness of the situation has reached 
such proportions that a decision on the issue of how to correct the problem must 
no longer be postponed. Further increases in the surplus would make the in- 
evitable adjustment more difficult. 

Despite the disposal of huge quantities of wheat abroad, through Public Law 
480 and other subsidy programs, and application of the strictest production con- 
trols permitted by law over the past several years, during which conditions in 
many principal wheat growing areas were frequently subnormal, surpluses have 
continued to mount at an astounding rate. With a 55-million-acre minimum 
national allotment; rapidly increasing yields per acre, particularly in areas 
where moisture is readily available; increasing wheat acreage due to the 15-acre 
exemption; and expiration of the acreage reserve program, continued expansion 
of wheat output is virtually assured as long as the present program remains in 
force. 

On the other hand, markets for wheat are diminishing. Domestic food use of 
wheat per capita has been declining for many years and is now at the lowest level 
in recorded history. The market for wheat as livestock feed, which once took 
sizable portions of the total crop, has been greatly reduced in recent years as 
the price differentials between wheat and other grains used for feed have 
widened. Although large quantities of United States wheat are being shipped 
abroad, the export market for wheat is extremely vulnerable as it is heavily 
dependent on subsidies from the Federal Treasury. 

To avoid further deterioration in the wheat situation, a workable and generally 
acceptable solution to the problem must be developed and activated as quickly 
as possible. A program which meets these qualifications must incorporate pro- 
visions which will encourage market expansion, reduce production incentives, 
minimize economic hardships on wheat growers, and avoid shifting the burden 
of adjustment to producers of other farm commodities. To accomplish these 
objectives, we recommend the adoption of a new wheat program providing— 

(1) an orderly transition to a system whereby wheat price support levels 
will be related to the average farm market price of wheat during the 3 years 
immediately preceding the year for which the support is to apply; and 

(2) plans for the termination of wheat acreage allotments and marketing 
quotas. 

In order to speed the time when allotments and quotas can be terminated, we 
recommend that the 15-acre and 200-bushel marketing quota exemptions be ter- 
minated ; that workable regulations be developed under which compliance can be 
shifted from a harvested to a seeded acreage basis in a fair manner; and that 
marketing quota penalties be based on actual, rather than normal, yields. We 
further recommend that all producers with allotments be permitted to vote in 
any wheat referendum. 

Unlike some other programs currently being suggested, this program gives 
assurance that Government interference with the right of the traditional wheat 
farmer to produce will be removed. 
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TABLE 1.—Changes in State wheat allotments between 1939, the first year in 
which the 55-million-acre allotment was in effect, and 1959 








State (ranked by actual change in allotment 1939 allot- 1959 allot- Actual Percentage 
from 1939 to 1959) ment ment change change 
Acres Acres Acres 

CE ins oabinaetety embed oebsdd ded p <4) iid 1, 314, 022 2, 695, 718 1, 381, 696 105. 2 
a a kd tee asiphtlin ectard 3, 783, 954 4, 874, 312 1, 090, 358 28. 8 
STR TEER RERIE RD ARS Sire ede FOE ES. 3, 414, 642 4, 033, 335 618, 693 18.1 
a a a 3, 684, 863 4, 099, 094 414, 231 11.2 
ER ES a se RSS 1, 681, 159 2, 002, 740 321, 581 19.1 
ey ee ht leees saath 669, 954 981, 724 311, 770 46.5 
a aii ela ae din ctnndpenisienttehl 895, 549 1, 161, 686 266, 137 29.7 
I od a mah piletnp aintainentte 313, 553 476, 822 163, 269 52.1 
MI bs. oi, . dataedat Lu. swt Goi skies 3, 049, 982 3, 204, 664 154, 682 5.1 
a el oe dnt oui Ried 218, 158 322, 145 103, 987 47.7 
re a li i ee a 209, 724 313, 544 103, 820 49. 5 
MIRE abot beet ei cht cece cewance 768, 303 821, 771 53, 468 7.0 
hha ol cb dei endcdbeabide 74 29, 440 29, 366 39, 683. 8 
IID... Fat dievicckunenbettieencedsdicuppl 110, 846 139, 266 28, 420 25.6 
Alabama.---..- sacle daelickio daha idhives Pues dean aaa orcad 4, 734 30, 138 25, 404 536. 6 
ee ane tik abe eumanaihe 46, 924 53, 534 6, 610 14.1 
Et aOE ao Ed badd sinlen nbibecde 104 1 §27 423 406. 7 
Oe ne ee eee 11, 968 1 12, 378 410 3.4 
Ce a ak ge abendin 4, 387 1 1, 458 —2, 929 — 66.8 
IR AaE AL LL eek ee chil A ulacucdcecbnd 30, 545 1 23, 708 —6, 846 —22.4 
rs bb ie bile op nkddeeedsrundvo<s <Steesesk 65, 115 53, 232 —11, 883 —18.2 
Georgia. _.......- i ill la NR ee 123, 630 110, 513 —13, 117 —10.6 
ae acai 302, 818 289, 527 —13, 291 —4.4 
Delaware ___-.---..-. Lil cdthienatetencdntdnas J 68, 405 35, 814 —32, 591 —47.6 
Rs Ss hin eahciacanig Ab sudses sider de- ens 90, 203 51, 603 —38, 600 —42.8 
6 Matera ehh dee 363, 117 296, 356 —66, 761 —18.4 
RE IR ee et a deen an 115, 312 39, 874 —75, 438 —65. 4 
eee tosh es oly putied alld. 1, 654, 847 1, 559, 396 —95, 451 —5.8 
RD Feds sdecks Dt akdicnisdcasmincenowns 337, 534 216, 924 — 120, 610 —35.7 
a ae al 337, 139 198, 181 — 138, 958 —41.2 
NGS Duct ea Otc anankbugimaeaacenana 350, 926 185, 359 — 165, 567 —47.2 
PINS | ddcbbobinaddichcheudiosndebbnsae 772, 659 582, 204 — 190, 455 —24.6 
a ae lh al tinal os xk 626, 306 434, 441 —191, 865 —30.6 
a i e | 482,719 259, 999 — 222, 720 —46.1 
EE SION ia Sd nnidineecet intédetelawccce ot | 2, 943, 821 2, 718, 228 —225, 593 —7.7 
RE Leia eed es ee eh is ‘ 389, 177 153, 900 —235, 277 —60.5 
a al all a late aR Me 1, 481, 810 1, 156, 565 —325, 245 —21.9 
TE se od he nbn oda niioahbategshaieey 1, 789, 192 1, 422, 658 — 366, 534 —20.5 
URIS, aitccatidunnswecpsechtids bwckslskewen 1, 705, 277 1, 330, 083 —375, 194 —22.0 
a panenqumthidis 11, 067, 349 10, 573, 510 — 493, 839 —4.5 
a eeeitiien 1, 418, 702 718, 733 — 699, 969 —49.3 
Roe Pia tckcly cei teccespecehaee | 8,3 300, 488 : 7, 259,722 | —1,040, 766 —12.5 

RO NOG ais ccktss wiiscridedinieh bodies 55, ( 000, 000 | 2 55, 000, 000. 0 0 











! Noncommercial area. States in the noncommercial area with allotments in 1959 which did not have 
allotments in 1939 are: Louisiana, 14,367; Florida, 3,961; Connecticut, 567; Massachusetts, 709; New Hamp- 
shire, 67; and Rhode Island, 503. 


2 Includes national reserve of 55,000 acres and the 6 noncommercial States listed in footnote 1. 


Mr. Avsert. We thank you, Mr. Marshall, for your contribution 
nd recommendations with respect to a very difficult problem. 

I do not like to lead off myself, but since I have to leave early I 
would like to ask a few questions. 

You have criticized the so-called domestic parity plan as being a 
three-price system. I agree that that is what it is, in the form in 
which the bill has been presented this year. If you have a bushel 
allotment you will have to have acreage allotments also, or you will 
wind up with the three- pricesystem. Isn’t that right? 

Mr. Marsnaty. That is right. You will have to arrive at acres in 
order to arrive at the bushel in order to get the history of the man’s 
operation. 

Mr. Ausert. Otherwise, you will have a situation in which wheat 
for bread is going to cost $2.36 a bushel. At the same time anywhere 
from 200. to 600 million bushels of wheat which is unsu ported and 
which moves in competition with the feed market at a a $1.25 a 
bushel less will be grown and on the market. If you take that posi- 
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tion, to that extent I agree with you that we are going to wind up 
with a situation where we have millions of bushels of cheap wheat 
floating around, while the price of flour is going up. I wonder 
whether we get public support for that kind of a pro ; what do 
you think? Do you think we can get public support for that? 

Mr. Marsnatt. I don’t think so. 

Mr. Apert. For a situation where as much as 600 million bushels 
of wheat are available at $1.25 a bushel, let us say, while $2.36 per 
bushel wheat goes into bread. 

Mr. Marsnai. That is the point we mentioned. We do not think 
that is acceptable. 

Mr. Avsert. I think the point is perfectly well taken with respect 
to that particular objection to that program. I think that if the 
committee reports a Sonate arity program, we will have to work 
out a different approach from that. 

You mention certain reforms which you think should take place. 
I don’t know whether I follow you or not. 

You want to get away from fixed price supports. You want to let 
everybody vote. You want to let the 15-acre man vote. 

Do you think that the farmers, if you let all of them vote, would 
accept a big reduction in price while at the same time accepting cuts 
in acreage, particularly, with reference to the 15-acre farms? 

Mr. MarsHatu. Price supports would be lowered. Also we recom- 
mend elimination of the 15-acre minimum. 

The figures that I used in my statement indicate the shift that has 
occurred since the 15-acre minimum was placed into being in the 
first place and the increased number of bushels that you can produce 
from 15 acres plus a great many more people using it, with the net 
result that the relationship of the 15 acres to the tota] production is 
entirely changed over what it was when first instituted. 

Mr. Avsert. Do you think this man who has received this bonanza 
and who has been told of the political situation in reference to this 
matter is going to give it up? I don’t think he will give it up. I 
think that is the biggest problem we have in trying to adjust the 
situation. We do not have the votes in the House of Representatives 
to eliminate the 15-acre exemption, in my opinion. 

Mr. MarsHatu. One of the ways to deal with this situation is to 
get away from the allotments entirely. However, the 15-acre exemp- 
tion is providing considerable part of the problem at the present time. 

Mr. Chairman, I have a farm in western Nebraska with considerable 
acreage in it, 500 acres of wheat now. It is a fair-sized farm. 

In the eastern part of the State where I live—I live on the farm— 
IT have 15 acres. And no allotment. So Iam using both ends of this 
deal. 

I know that many of my neighbors realize they ought not to be 
raising wheat. Ifthe price goes down further than it is but not much 
further, they will discontinue using the 15-acre exemption because to 
continue would be economically unsound. 

At the present time my cost of production figures on my western 
Nebraska land are so much less than they are on these 15 acres in 
eastern Nebraska, a drop in price will still let me operate in western 
Nebraska, but will take me and my neighbors out of production in 
the eastern part of the State. 








194 WHEAT 


Mr. Atsert. Do you think your neighbors in eastern Nebraska will 
vote for that overall program? Do you think they will? 

Mr. Marswaut. I think so. 

Mr. Avzert. Do youthink they would? 

Mr. MarsuHatt. I think the majority of them will vote for an overall 
program to allow additional freedom, because some day, unless we do, 
the 15-acre minimum will have to be reduced just like the minimum 
allotment was in tobacco. They will lose it, anyway, eventually, in 
the long-term approach. 

Mr. Avpert. There will be a transition period. We had 1,200 
million bushels of wheat after the last crop and will have more at the 
end of this crop. The Government has purchased that wheat on the 
basis of price supports of a minimum of 75 percent of parity. The 
Government has a huge investment. It stands to lose if the price of 
wheat goes down. Additional wheat farmers stand to.lose income if 
you lower the support price unless you increase their production. And 
if you increase their production you jeopardize the Government’s 
investments. 

If you give farmers more freedom you will get more production in 
the first year ; isn’t that right ? 

Mr. Marsa. Not necessarily. If the price is not an incentive. 

Mr. Avsert. If you don’t have a fair support price, it seems to me 
that the farmers are not going to keep their incomes up. That is one 
of the things we must watch in making this transition. We have got 
to do it in a manner, it seems to me, that will not take the full brunt 
of the adjustment out of the hides of the wheat farmers. 

Mr. MarsnHatt. Mr. Chairman, the situation in most of the 15-acre 
areas is that these people have alternatives that they can use their 15 
acres for, whereas in the traditional wheat areas, the wheat is the only 
crop the man can plant. 

There is some summer fallow country where you cannot raise prac- 
tically anything but wheat in much of that area. 

This fellow who has no alternative is losing his right to produce. 
There isn’t any question about it. He has been losing it over many 
years. And consequently, the problem as we see it is the fact that 
we have heavy surpluses as you indicated, but one of the things we 
have to do in an effort to alleviate this is to provide some sort of 
a program that will eliminate the input into it, that is, the addi- 
tions to this surplus, so that we begin to work on a disposal of the 
existing surpluses. In order to make this change there will have to 
be some shifts in production some place in order to accomplish it, 
because if we keep on going the way we are, eventually, the traditional 
wheatgrower who has no alternative will be forced out by Govern- 
ment restrictions. 

Mr. Axpert. I would like to ask frankly what you think about 
this: changing the minimum allotment to 50 million acres and getting 
some adjustment out of the 15-acre provision and using a bushel allot- 
ment, which the Department has recommended, and — get rid of 
the surplus and keep the support level high during that period, so 
that the farmers will not lose money. What would you think of 
such an approach along with an expansion of the conservation re- 
serve? 
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Mr. Marsa. In the first place, ¢ ing to bushel allotments is 
another way of arriving at production. You have to use history and 
back and use some of the same factors in arriving at it, anyway. 
This is an approach to a control program. The control program 
has not worked in the past because we have not made it stringent 
enough to cause it to work. This means Government compulsion. 
That is the only way controls will really work, if we are going to 
establish them by this route, whether it be acres or bushels. 

In the case of price support, if the price support is high enough, 
it provides an incentive. I would like to say my records indicate— 
and this is not just a single year but over a period of years—in re- 
cent years my average price of production on my land in western 
Nebraska—and I have 160 acres of rented -land that I rent for the 
express ora of determining the cost of producing a bushel of 
wheat—lI hire all of the work done and I pay rent on it at the cur- 
rent rate on in that area—and my cost of production for the past 
number of years averages between 85 and 88 cents per bushel. This 
is in the low-cost area. 

. e my eastern Nebraska place it will run about $1.48 to $1.50 a 
ushel. 

If the price support goes down to this point where it ceases to be 
economically feasible, I will quit planting 15 acres and plant soybeans 
or something else because I can plant other crops. Or I will plant 
alfalfa and increase the cattle on the place. 

On my western Nebraska farm I have no alternatives. I cannot 
raise anything else out there but wheat and do it satisfactorily. Once 
in a while you hit the jackpot out west. 

Mr. Avsert. If you limited it to bushel allotments you could actual- 
ly pull down the surplus and the incentive would not mean much if 
you went to the bushel allotment basis; isn’t that right ? 

Mr. Marsuatu. I think it might be done if the Government used 
more force. You can, also, do it by enforcing with teeth the other 
type of reduction. 

r. Avpert. Yes. 

Mr. Marsuatt. Which we have never done. 

Mr. Ausert. Tightening up during the transition period ? 

Mr. Marsuaty. We are in favor of getting away from marketing 
quotas, allotments, the quickest way possible. 

Mr. Atsert. Do you favor doing that while the Government has 
280 million bushels on hand ? 

Mr. MarsHatu. We realize there has to be a transition period. It 
would not be possible to do what is needed all at once or suddenly. 

Mr. Atzert. With respect to the method of supporting prices on the 
basis of a percentage of 3 marketing years, someone has presented 
the committee a chart showing that gradually it would ome a 
meaningless support. 

Would you favor also putting a floor on the basis of parity under 
these supports, so that they would not keep going down ? 

Mr. Marsuauu. If you will check the statistics—and we can provide 
them, I don’t have them at the moment but we have them—and use 
this figure based on the market over a long period of years, clear back 
before you had the Government programs that actually fixed prices, 
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you will find that this can go either up or down, oni on the 
supply and demand. Basing supports on a percentage of 3-year 
average market prices does not tend to become meaningless so far as 
price support is concerned. It ties it to a factor that you cannot 
overlook in the economy. That is the effect of the market and the 
movement of this wheat into the market. 

Mr. Arsert. Would you favor the reinstatement of the acreage 
reserve ¢ 

Mr. Marsnati. No; wedo not. We favor. 

Mr. Apert. What about payment-in-kind ; would you favor that ? 

Mr. Marsnaui. We recommend this in the conservation reserve. 

Mr. Atpsert. But you would not recommend a payment-in-kind 
acreage reserve provision ¢ 

Mr. Marsmay. Acreage reserve soon will go out of the picture be- 
cause it was not activated this year. 

Mr. Argert. I mean we are talking about making a new law. Would 
you favor enactment of an acreage reserve payment-in-kind law? 

Mr. MarsHau. We favor the longer term program. 

Mr. Axzsert. Do you say you favor the payment-in-kind—you do 
favor that? 

Mr. Marsway. Yes, sir; that is right. 

Mr. Avzert. Do you think that would be objected to by producers of 
other crops? 

Mr. Marsnatt. I don’t think so. They might. I couldn’t say for 
the producers of other crops but I would see no reason why it could 
not be done without serious objection from producers of other crops. 

Mr. Axusert. Would you say whether any limitations should be 
placed on any one individual ? 

Mr. Marswatt. No. 

Mr. Avsert. Would you say whether you would favor a limitation 
on the number of 15-acre exemptions—if we retain the 15-acre pr~- 
vision that would be available to any one person ? 

Mr. MarsHary. You mean 4 

Mr. Ausert. Would you say we should make it impossible for one 
individual to rent a number of farms and planting 15 acres on each? 

Mr. MarsHauu. We are opposed to the pyramiding of these 15 acres 
because they were originally proposed for the one farmer. He was 
supposed to have this right. The bunching of these defeats the 
original purpose of the exemption. 

Mr. Auzert. Would you favor making it impossible to have the 
15-acre exemption on any new farm ? 

Mr. MarsHatu. We favor the elimination of the 15-acre exemption. 

Mr. Ausert. Do you favor giving those growers an allotment based 
upon the history, or what ? 

Mr. Marsa. Yes; if they have got history they should have an 
allotment of some kind, whatever the history indicates. 

Mr. Atsert. Do you favor doing away with the 30-acre limitation 
on production of wheat for feed ? 

Mr. MarsHati. No. Our resolution favors permitting production 
of wheat for feed as long as it is fed on the farm where produced and 
the price is not supported. If you eliminate the acreage allotment, 
then this all becomes elementary. During this transition period we 
don’t have all of the details worked out, Mr. Chairman. If this com- 
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mittee is ready and willing to go to work on this problem we will 
furnish you with the best research information that we can possibly 
provide through our office to assist in finding answers for some of these 
problems that we don’t have specifies for today. | 

Mr, Agerr. We appreciate that. Are there any other questions! 

Mr. Bexcuer. I have a few. Of course, as I told somebody the 
other day, this subcommittee is a very small part of the 436 Members 
of Congress. Regardless of what we might decide in the wheat pro- 
gram, in other words, whatever the Farm Bureau or the country, 
or the wheat producer or anybody else thinks, will have to be sold, at 
least, to a majority of the Members of the House and Members of the 
Senate, and we will have to get the President to sign the bill. We 
will have to do that, first. 

Do you feel that there is any possibility whatsoever of getting 
enough votes to eliminate the 15-acre minimum ? 

Mr. Marsuau. Well, I doubt it, if that is all that is done. But we 
will continue to try to solve this problem. 

Mr. Bevcuer. Well, then, what is the use of discussing it ? 

Mr. Marsna.t. It is one of the problems involved in this whole 
business. The point we are trying to make is that we get into this 
kind of trouble because the exemption has been expanded. I testified 
in this same room before the Agricultural Committee a number of 
years ago against raising it to 25 acres. The House refused to raise 
it at that time. 

Mr. Bercurr. Well, there are a lot of things that would be de- 
sirable but we are still faced with the realistic facts that we have to 
sell the House in a sense. But with that in mind has your American 
Farm Bureau Federation made an attempt to educate your members 
on these programs ¢ 

Mr. MarsHatu. Yes. 

Mr. Bevcuer. I would dislike to differ with you—you have not 
done a good job in my area of educating the Farm Bureau members 
because I sent out a questionnaire and not many indicated that. 

Mr. Marsnaru. I would like to defer to Mr. Munn on this proposi- 
tion. But the question is not educational. You get some different 
reactions from a questionnaire than you would if you go out with a 
complete explanation of what is involved. We have done that in our 
State. We have gone to the wheat people. We have a method where- 
by we separate those whose principal interest is wheat from the rest of 
our members. We keep them constantly informed as to what is goin 
on in this particular field, with regard to the market, legislation, an 
so forth. Gur people have that information. 

I can assure you that they know quite a little bit about the problem 
in Nebraska. 

Mr. Bevcuer. I think the wheat farmers in my area know a lot 
about the problems, because almost every questionnaire has a letter 
written on the back of it, and in about every instance they point out all 
of the evils that have been pointed out this morning. But the thing 
we are confronted with is how to cure those evils. 

I know the 15-acre minimum is there. Every member of this com- 
mittee does. We will readily agree. We think it was a horrible mis- 
take to put that in the law in 1939. But it isin there. We are faced 
with that question. 
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oe are faced with a lot of other facts when we attempt to cure these 
evils. 

And I am wondering if you put out any kind of a vote to the farmer 
which would mean a cut in price supports and a cut in acreage allot- 
ments, and ask for a referendum on that, if you would get a majority 
vote. 

Mr. Munn. Congressman Belcher, I don’t know about your ques- 
tion there. I don’t know what it comprised. 

Frankly, I haven’t seen one of them and I don’t know who it went 
to; whether it went to all the constituents or whether it went to some 
specific segment of the wheatgrowers or not. 

I do know there was a questionnaire circulated in our area that went 
only to the boards of directors of the incorporated elevators. _ 

Mr. Betcuer. Mine went to every boxholder in the counties in which 
wheat was raised, to every rural box. 

That wouldn’t catch all the wheat farmers and not every one that 
received the questionnaire would necessarily be a wheat farmer, but 
you take the western six counties in my district as you well know, a 
large majority of them would be wheat producers; wouldn’t they? 

Mr. Munn. It is quite possible we missed ours because of some 
circumstance in the family in the last couple of months. Not too long 
ago we did have a series of meetings all over the State on a support 

rogram, based on the average of the most recent 3-year market price. 
Ve got considerable favorable comments on it. So far as the multiple- 
price system is concerned, it has been dying down in our area for years. 

At the last annual meeting of the Oklahoma Farm Bureau, the 
wheat people were as well represented in that particular meeting as 
any place because that is where the majority of our membership is, 
and the majority of delegates come from those areas. 

Certainly they were very anxious to get completely out from under 
marketing quotas, controls, and price supports as quickly as possible, 
realizing that you couldn’t do it immediately; there would have to 
be some transitional program. 

Mr. Bevcuer. As I understand the suggestion that you are making, 
at least in the beginning it would reduce acreage allotments and 
price supports both if you’d knock out the 55 million minimum which 
I think you do suggest. 

That would mean that there would be a reduction in acreage al- 
lotted. If you go to 90 percent of the average market price of the 
past 3 years, that would be a reduction in support price. Then I am 
wondering if you had a referendum in Alfalfa County do you think it 
would carry. 

Mr. Munn. Not both at the same time. However, I think it would 
depend entirely on what the prospect was to the producer. I think 
if there was an indication that they were going to be able to dispose 
of some of the surplus eventually and maybe not too eventually but 
fairly quickly get out from under marketing quotas and controls, that 
they would. 

They are becoming more and more concerned as to how long they 
are going to be able to produce wheat under this thing at any price. 

Mr. Betcuer. You haven’t answered my question. Do you think it 
would carry in Alfalfa County today with the education you have 
given the farmers of that county ? 
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Mr. Munn. Not necessarily the education we have given: because 
there probably has been some education given by some other people, 
but I think if they could visualize they were working out from under 
this situation that they are in now, that they would vote that way ; yes. 

Mr. Betcuer. Well, let me put it this way: Do you think they will 
realize that when they go to vote? 

Mr. Munn. Well, that depends entirely on when it is and how much 
acreage. 

Se Bitesiiiees I am taking your suggestion on just what has been 
presented here today, which would amount to a reduction in allot- 
ment and price support for the first year at least. 

Do you feel they would vote for that ? 

Mr. MarsHauu. Mr. Congressman, in the first place our recommen- 
dations are not that we have both at once. 

The question you are asking isn’t a part of our presentation that 
we have both of these at once because we make it clear that we ought 
to have a transitional period and that the method you use to arrive at 
this must be considered very seriously. 

We make this clear in the testimony too, but to do both of them at 
once is not what we have been recommending in this testimony. 

Mr. Betcuer. Then you are not recommending a referendum ? 

Mr. MarsHau. No, there will bea referendum this year. 

Mr. Bevcuer. But I mean if we adopted the program which you 
suggest, that we put out a referendum and put it in the form of a 
referendum so that they could either vote for this program or some 
other program—what do you suggest that we submit? 

Mr. Marsua.t. I think the problem is sufficiently serious that those 
people who have the responsibility of providing the necessary machin- 
ery to get out of this position need to take the responsibility and write 
the legislation that will accomplish it. 

Mr. Beicuer. Well, don’t you feel that in representing a district 
such as I do of wheat farmers that I should pay attention to what 
those wheat farmers think of the programs I am going to vote for? 

Mr. Marsnwatt. | think this: I think definitely so, but by the same 
token, it is necessary that those wheat farmers have possession of the 
facts. 

A Congressman or the president of a farm bureau makes up his 
mind on these problems based on the facts involved. The facts are 
not always agreeable, but it doesn’t do any good to ignore them. It 
doesn’t change them. 

So they ought to have all of these facts at their fingertips and be 
able to make an intelligent decision. 

Too often we have a general vote and there is not enough educa- 
tional work done prior to the vote for an intelligeat decision by the 
people who are sincerely See answer the problem, even though 
it is unpleasant at the moment but needs answering on the basis of 
long-term interest. 

Now this forces the cutting of the minimum, the 55 million, because 
we just know such an allotment will produce more wheat than we can 
use. This isn’t a pleasant thought. 

We also know support prices at the present time provide profitable 
prices for some people ool this encourages production. 
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I would like to have Mr. Liese tell you just briefly what has hap- 

nded in his area. He is in an area of Idaho which has gone into 
irrigation. Reclamation has expanded considerably in his area and 
this gets back to the combination of the problems—price, rate of 
production, and number of acres on which production is achieved. 

Mr. Bevcuer. Understand, I don’t mean for 1 minute to imply 
that I am arguing with your program. 

Mr. Marsuatt. Yes. 

Mr. Bexicuer. I am discussing the possibility of enacting any kind 
of wheat legislation. I have done the same thing with every group 
that has come before us because you folks out there with 1,600,000 
members, that is about 3,200,000 voters it would simplify the job of 
this committee if you could come in with more than 50 percent agreed 
on one specific program. 

I submitted four programs and then asked them to make suggestions 
all over the back of the page and they did and I don’t believe there 
is 25 percent of them that agreed on any one program. 

When a great organization like the American Farm Bureau Fed- 
eration which I think is one of the very finest, can’t come in here 
with but a small percent of your organization backing your own pro- 
gram, it makes the task of this committee very difficult. 

Mr. MarsHaty. Well, Congressman, you are familiar with how we 
operate. The way we arrive at our policies and resolutions is through 
consideration of recommendations from my State and every other State 
in the United States at our annual convention. The certain objec- 
tives are set forth which the membership wants to achieve. Through 
compromises the resolutions are written and adopted by majority 
action of the elected representatives of the Farm Bureau people out 
in the States. 

Now I don’t know how to get it any more democratic or more rep- 
resentative than this. Nobody ever contends that every one of our 
wheat men or every one of our corn men, or any other commodity 
would agree on any one specific thing. 

If they did unanimously agree it wouldn’t be on anything very im- 
portant. We do arrive at a majority decision. We reconsider each 
year and these reconsiderations have brought some change. 

The board of directors is charged with the responsibility of attempt- 
ing to set up some method whereby we can achieve the objectives de- 
sired by the members. This we attempt to do. In this particular 
instance we are offering all of the assistance we possibly can on tech- 
nical ideas and research work, and doing everything we can do to 
try to arrive at an answer. At this moment you can’t spell out 
everything because we don’t know where we are in regard to what 
the committee proposes to do in developing the legislation, and so 
forth. 

I could give you one example. With respect to the percentage of 
the average market price which should be used requires obukaian of 


what will be done about using seeded acres or harvested acres because 
this has quite a little effect on it. 

We have to know when we write it that either we can or cannot 
eliminate the 15-acre deal. We have to take such facts into considera- 
tion when deciding what percentage to use. 

That is the reason it is so difficult to arrive at a percentage and 
get specific, but we would like to work with you in getting specific 
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after you have decided the direction that you want to go after|review- 
all the testimony. 

r. BELCHER. Well, of course, I know this committee will cer- 
tainly appreciate the assistance and your counsel because. you repter 
sent a large segment of agriculture, but I have always had the feeling 
that you could do as much good by educating your farmers as educat- 
ing this committee because if you get your farmers thoroughly 
educated, it will be a pretty simple job to educate the committee. 

Mr. Marsuaut. Well, we have been working at it in Nebraska. 
We have been working full time there. Very frankly, in the area in 
which I come from—and I spent 25 years in western Nebraska within 
8 miles of the Colorado border—in that area I hear less talk about a 
multiple-price system than I do here in Washington. 

Mr. Bevcuer. Well, I really think that that is true of every farm 
program that has ever been presented to this committee. 

I find that there is more support for all these programs in this 
committee room than I can ever find when I go out among the farmers, 
and the only funny part of it is that it is those fellows who sent 
me up here, and if 1 don’t represent their desires and their wishes they 
will pull me back home and I won’t be here and won’t be any good to 
you fellows or anybody else. 

Mr. Marsuatu. You have the same problem we have. 

Mr. Betcuer. And I will say that the gentleman on your right, 
Mr. Munn, the president of the Oklahoma Farm Bureau has been 
doing a fine job of educating the farmers down there and you have 
a very fine organization, but that is your problem. 

We have to get enough people settled on one program. Then 
everybody points out all the evils. But we have to get them all 
settled on one program that we can put into effect, starting as of now. 

Too many of these suggested programs are going to take effect 
5 and 6 years from now, after we go through the transitional period 
but the point is we have to start the transitional period. 

Mr. MarsHauu. Well, we realize this is a difficult trip, too. We have 
been telling our people of the difficulty. We have had this average 
market price program for 2 years and the support for it this past year 
was stronger than it was the year previous. 

Mr. Bevcuer. Let me ask about two more questions and then I am 
going to stop. 

We hear a lot of discussion about payment in kind. Well, I think 
that sounds good but I wonder, from a practical standpoint, if you 
actually gain anything if a farmer is entitled to so many dol- 
lars conservation reserve payments, if instead of giving him that, we 
give him 1,000 bushels of wheat. That doesn’t dispose of the wheat. 
That doesn’t consume the wheat. You merely transfer the ownership 
from the Commodity Credit Corporation to the farmer, who in turn 
has to sell it right back on the same market; that the Commodity Credit 
Corporation would have to sell it on if they hadn’t transferred it to the 
farmer. 

Isn’t it a matter of shifting ownership around instead of disposing 
of the wheat? 

Mr. Marsnaut. If a farmer had 100 acres of wheat and he agreed to 
take wheat out of a bin someplace rather than produce it and sell it on 
the open market, he has taken 100 acres of heat out of production. 

Mr. Bevcuer. If you take it out and pay him for it, you do the 
same thing. 
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Mr. MarsHauty. With the exception of the fact that you have made 
him a cash payment and still have your bin full of wheat. 

Mr. Bevcuer. All right, if you give him the wheat, what is he 
going to do with it? 

Mr. MarsHat. He is going to sell it and it will be gone. 

Mr. Betcuer. The Commodity Credit Corporation can sell it just 
as easily as he can. 

Mr. Aupert (presiding). Will the gentleman yield ? 

There are more restrictions on the Commodity Credit Corporation 
selling wheat than on the farmer. 

Mr. Bertcuer. That can be true, but every time you dump a bushel 
of wheat on the market you depress the market. I don’t care whether 
the Commodity Credit Corporation sells it or the farmer sells it. 

What you have to do to get rid of wheat is consume it or export 
it, and the shifting of the ownership from the Commodity Credit 
Corporation to the farmer or from the farmer to the elevator, as long 
as it isn’t consumed or shipped out of the United States, it is still a 
drug on the market. 

Mr. Marsmat. It is still a drug on the market if it stays in the 
Commodity Credit bin. The idea of not producing wheat and making 
a payment in kind is simply to take land out of production and elimi- 
nate 1 year’s crop. 

Mr. Betcuer. Well, if you put him in the conservation reserve and 
pay him $13 an acre, aren’t you doing the same thing? You accom- 
plish the same thing as far as production is concerned. 

Mr. MarsHauu. You have to tax somebody to get the money to pay 
him the $13 and the Commodity Credit already has this wheat with 
which to pay him. 

Mr. Bevcuer. That is true, but you turn right around if you keep 
price supports and buy that many bushels right back into the Com- 
modity Credit Corporation. 

Mr. Marsuauz. That is what we are talking about. We have to 
stop the inflow of excess wheat. 

We can eliminate the surplus that we have on hand by an orderly 
schedule. We must establish a method of disposal can slow down 
the input in this situation. 

Mr. Bevcuer. The only way you can do that is to stop producing 
the wheat, isn’t it ? 

Mr. Marsuatz. Partially. 

Mr. Bexicuer. That is the only way to stop it, to stop producing 
wheat. As long as you are producing, it is going to get into circulation 
somewhere, either in the Commodity Credit Corporation or on the 
market. 

In order to balance the consumption we have to produce less for the 
market. 

Mr. Marsuauu. Or develop more markets for it. 

Mr. Bevcuer. Or sell more wheat. 

Mr. MarswHau. That is right. 

Mr. Betcuer. You say we are selling all we can and consuming all 
wecan. The only way we can balance the thing in your suggestion is 
to reduce the production ? 

Mr. Marsuatyi. No; we do not say we are selling all we can. We 
think we can probably sell a little more wheat. 
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Mr. Bevcuer. For feed? 

Mr. Marsuauu. Some for feed, yes. There was more wheat used 
for feed prior to the present program, 

Now, I am going to defer to Mr. Hill from the corn area. 

Mr. Betcuer. How about your statement that you didn’t have any 
hopes of exporting any more now / 

Mr. MarsHauu. We didn’t say that. We can’t answer the whole pro- 
gram with supports alone, but we are sure that you can sell more wheat, 
and we used to sell wheat for feed before we ever had a Government 

program. 
Mr. Bevcuer. That is all, thank you. 

Mr. Aubert (presiding). Mr. Breeding? 

Mr. Breepine. Mr. Marshall, I enjoyed your remarks very much 
and agree with some of them, but it seems to me that the whole thing 
I got out of your testimony this morning is the fact that the only way 
to solve this problem is to have cheaper prices for wheat. 

Isn’t that more or less the theory of your program, that we have 
to have less price for wheat or cheaper prices ? 

You probably know that I have been a farmer all my life, and L 
know when a farmer votes for any kind of program, he generally votes 
with his pocketbook in mind. 

Mr. Marsuauy. Well, the situation facing wheat at the moment is 
that the price supports are such, and they have been for a number of 
years, that they stimulate the production of wheat. 

Consequently, you can’t ignore this fact when you are attempting to 
find answers for the overburdening surplus. 

Now, with respect to surplus production we have another factor, 
that is technological improvement. Using the same guidepost that we 
started out with, 55 million acres and the 15-acre exemption, these have 
changed entirely the amount of their contribution to the surplus. You 
can get farmers to produce anything when you make it profitable for 
them to produce. 

The cost of production is not the same in all areas of the United 
States. The Great Plains area has had a tendency to have an increased 
cost of production, but not a corresponding increase in production, 

‘The production of wheat in Kansas, western Nebraska, and this area, 
our yields have not increased like they have in the Corn Belt and in the 
Pacific Northwest. The average increase has been less, but our cost of 
production has been going up. 

These other areas had an increased cost of production but their per 
unit production has been going up at a faster rate which makes a dif- 
ferent relationship between these two than what we had in 1939 or 
1941. 

Mr. Breepine. As you picture it, the only way to get the 15-acre 
man out of business is to have a lower net income for his wheat in 
order to get him to raising something else ? 

Mr. Marsua. Get him to raise something else. 

Mr. Breepine. And you think the shift would put wheat acres back 
into the regular wheat-growing area ? 

Mr. Marsa. I think so because the market demands a high qual- 
ity wheat for milling, a lot of it, and this will cause some of this 
shift back. 
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This does not mean that the other kinds of wheat aren’t desirable 
because they use large quantities of them also. That is some of the Red 
Winter and White wheat. They are both good wheats, but at the 
present time we have got things out of balance, as was indicated in 
the figures here. 

We have this hard Red Winter that is participating in 47 percent 
of the domestic food market. 

Mr. Breepine. What kind of a price for wheat would you have to- 
day under your pro plan ? 

Mr. MarsHau. This would have to depend, as the point I made 
awhile ago in talking to Congressman Belcher, on the fact that we 
would need to know what steps we were going to take on these other 
contributing factors before you could arrive at a proper percentage of 
the average market price. 

Now, if you were to take 90 percent of the present prior 3-year aver- 
age market price, it would be higher than price supports are now. 

Mr. Woottey. It would be 100 percent. 

Mr. Marsuatt. I beg your pardon—100 percent is $1.87, and then 
you start at that point down and arrive at whatever you want. 

This 100 percent would be higher than the price support is at the 
moment. 

Mr. Breeprne. In order to stop wheat production on this 15-acre 
farm, would you have to get the price of wheat down to the feed level ? 

Mr. MarsHatu. Not in my community. 

Mr. Hut. I don’t believe you would have to go down that low be- 
cause many of the 15-acre producers are the high-cost-production men. 
What was it—I believe $1.40 is his cost compared to eighty-something 
on out in your area, Charlie. 

Mr. Marsnauu. It runs in northern Indiana and southern Michigan 
up to $1.77, the top. 

Mr. Breeptnc. Under this program, wouldn’t you have an ex- 
tremely lot of land in the conservation reserve program; a great 
deal more than we have today ? 

Mr. Marsnuatz. Well, I think this would be a good idea. You 
would have to have some more. 

Mr. Breepinc. What would happen to your little communities in 
western Nebraska where they depend on the wheat income ? 

If they put all of this land into conservation reserve, wouldn’t that 
hurt the economy of the little towns? 

Mr. Marsnaty. I don’t think so. Under the proposed legislation, 
this 20. or 50 percent that is supposed to go in comes out of the base. 
This would be the net result on my farm. I will take this 160 acres 
that I am farming, this rented quarter and that quarter has a fallow 
rotation—half wheat one year and half summer-fallow and wheat 
the next. 

This gives you a 75-acre base and I have a 50-acre allotment on it. 
Under this proposal we have now that you put 20 to 50 percent of your 
base into the conservation reserve, 50 percent of my base would be 75 
acres, you see. So I could put in 35 acres in the conservation reserve. 
I could plant 50 acres of wheat, put 35 acres into the conservation re- 
serve, and then summer-fallow on the balance and have plenty to put 
the other half back into wheat again the next year and draw the pay- 
ment. for the land taken out of production and not reduce at all from 
my allotment. 
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Mr. Breepine. I believe that is all. Thank you, Mr. Chairman. 

Mr. Ausert (presiding). I hope the committee will excuse: me. I 
have to leave. Mr. Bass will take the chair and when the committee 
adjourns today it will adjourn to meet again on Friday, March 20, at 
10 o’clock to hear the Kansas Wheat Commission and soft-wheat 
millers. 

Thank you. 

Mr. Breepine. I would like to ask one more question. 

This transitional period you spoke of, how long do you think it 
would be? Would it be a couple of years ? 

Mr. MarsHatu. It depends on how fast you ee it up. I think it 
would probably be 3 or 5 years maybe. But it depends on how fast it 
gears up. 

This is one of the details that has to be worked out. 

Mr. Breeprnc. Would we still have acreage allotments and market 
quotas while we are in transition ¢ 

Mr. Marsuatu. You can’t do away with them all of a sudden. 
This would just create chaos, but we ought to be working in the direc- 
tion to eliminate them as quickly as possible. 

Mr. Breepine. We presently have a $5,000 ceiling on conservation- 
acreage payments. 

Are you in favor of continuing these at the present level or increas- 
ing them ¢ 

Mr. MarsuHa.u. This limitation of payment we are opposed to. We 
think the objective is to remove ground from production and that we 
ought to get it out of production as quickly as possible. 

Payment limitation tends to go toward the objective of equal distri- 
bution of the money rather than the objective which was determined 
in the first place, which was supposed to take land out of production. 

Mr. Breepine. I am glad to hear you say that because there has 
been considerable talk in regard to limitations of payments. 

Mr. MarsHauu. We are opposed to that. 

Mr. Bass (presiding). Mr. Smith ¢ 

Mr. Smiru. Mr. Marshall, I want to make a statement. 

In your testimony awhile ago you said that the present Farm 
Bureau president or Member of Congress makes up his mind upon cer- 
tain facts. 

Now throughout your statement this morning you have used the 
words “bread taxes” and anybody who wrote that statement and uses 
the words “bread tax” had just two ideas in mind: He either doesn’t 
know what goes into the cost of bread or uses it to prejudice the Con- 
gress against this particular idea. 

I can’t conceive a group of farmers coming into this Congress and 
saying this is a bread tax when everybody knows that it isn’t. You 
know very well, Mr. Marshall, that if you gave the wheat away you 
would still have a 20-cent loaf of bread. 

I just can’t understand why anybody would use the term. It sounds 
like it was written down in the Department of Agriculture with the 
blessing of Ezra Taft Benson. 

That is all, Mr. Chairman. 

Mr. Bass. Any further questions? 

Mr. Marsuauv. I think the tax is on wheat and flour is made from 
wheat and bread is made from the flour. 
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Mr. Hm. Mr. Chairman, could I go back to the point Mr. Breed- 
ing made a moment ago about the 15-acre effect and also the effect on 
these little communities ¢ 

Mr. Bass. Yes. 

Mr. Hix. It seems to me that the most disastrous effect on the 
small towns and small communities is through a very restrictive pro- 
gram where you continually, year after year, cut the acreage. 

It would seem to me that that hurts the machinery companies and 
merchants and the towns, and that is the way we are going to have 
to go if we go the control route, maybe to a 35 million minimum 
allotment. 

That is the thing that will really hurt these little towns in the 
long run. 

Mr. Breepine. If we continue to reduce acreage and put it in the 
soil bank, certainly it will have a tendency to dry up these little 
towns. It will ruin the machinery companies, drugstores, and what 
have you in every small town. 

Mr. Bass (presiding). Since we have a very short time, let’s con- 
tinue with the questions. 

Mr. Short ¢ 

Mr. Suort. We have had a great deal of testimony here in the last 
several days, as you are well aware. Certainly, most of the informa- 
tion that is brought before the committee indicates that we are in a 
very impossible situation. At least that is my impression of it. 
Everyone is searching for a solution. No one has quite come up 
with a constructive proposal as to what could be an answer to this 
problem which is, essentially, I would say producing more than we 
can find a market for at a satisfactory price. 

I am wondering if you gentlemen have any ideas on how far away 
from the point where the American public, other than people in agri- 
culture, are going to demand that there be an abandonment perhaps 
of nearly all of these farm programs? 

You hear continually the comment that the Government is carrying 
on a ridiculous program in an attempt to try and stabilize the income 
of a certain segment of our national population and yet, the attempts 
seem to be futile in arriving at the intended and hoped for objective. 

Aren’t we perhaps closer than we sometimes realize in coming to 
the point where we are going to have to take some very serious con- 
sideration or give some very serious consideration to the premise of 
perhaps giving attention to a proposal that for instance the existing 
wheat legislation be abandoned entirely and the wheat farmer, along 
with a lot of other farmers, perhaps get completely away from any 
attempt on the part of the Government to stabilize that interest ? 

Our efforts in the direction of stabilizing the farmers’ income have 
led to some undesirable side effects. As we have attempted to stabilize 
one group of farmers, the attempt has had an adverse effect on a 
neighboring group. 

For instance, when you start stabilizing the price of wheat you start 
affecting the corn producer, the feed producer. 

In your opinion, aren’t we coming to the point where we are going 
to give some pretty serious consideration to taking that rather final 
step perhaps in getting the Government out of the business of stabiliz- 
ing any farm commodity ? 
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Mr. MarsHatu. This is basically the reason for us having the reso- 
lution that we have, that is the farmers themselves want to get away 
from allotments on wheat and corn. These are the two crops in our 
area that are principally affected in Nebraska. 

I would like to call on Mr. Liese to comment on this particular point. 
He is the vice president of the Idaho Farm Bureau, and I would like 
to have him comment on that. 

Mr. Lirsr. Mr. Chairman and Mr. Short. You were speaking of 
programs that are ridiculous. The particular area that I live in, in 
the State of Idaho, Congress has been very liberal in giving us recla- 
mation projects out there and we find that these projects are coming 
in direct competition with historical producers. 

We have one county where we have approximately 10,000 acres in 
the conservation reserve. 

I can tarvel 12 miles where approximately 20,000 acres are put un- 
der reclamation and we are faced with the possibility of another 25,000 
coming into production in approximately 2 years. 

As far as supports are concerned, we find that there are very few 
commodities that are under support and that a minority of people re- 
ceive the biggest percentage of these moneys. 

In looking at some of our counties that are historical wheat pro- 
ducing counties we find that their acreage has been reduced consider- 
ably. They have no alternatives. 

I would like to refer to one county—Caribou County—where their 
acreage has been reduced from 61,000 acres to 31,000. Their increase 
in yield was only 7 bushels per acre but one of the counties that Con- 
gress has so generously provided funds to put in reclamation projects, 
the acreage has increased from 9,200 acres to 30,300. 

Mr. Suorr. Are you talking about wheat ? 

Mr. Lrese. 9,200 acres to 30,300 acres in wheat. The increase in yield 
was from 22.1 to 57.4. 

Now these are the things that we are confronted with in that area 
and it is creating serious problems to the entire Pacific Northwest. 

The counties and the areas that are historical wheat. producing areas 
are losing their history to this type of an operation. 

“Mr. Suorr. That would have been prevented with the elimination 
of the 15-acre exemption and also further prevented if wheat histories 
had been frozen so that any new land that was brought into produc- 
tion could not immediately go into the wheat producing business with 
the 15-acre exemption allowed. 

Mr. Liese. That is correct. 

Mr. Suorr. This points to me in the direction that if you are go- 
ing to have a price support program, you absolutely must have very 
strict controls of production. 

The thing that has wrecked the present program to me has been 
two loopholes in the law which enabled the small farmer, through 
the 15-acre exemption, to increase production and the overseeding pro- 
vision, the penalties of which were not strict enough to discourage 
people from overseeding and, of course, another ridiculous provision 
in the law enabled a person to increase his wheat base by overseeding 
and paying the penalty. 

Mr. Betcuer. Will the gentleman yield? 
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You made the distinction of the small farmer. <A lot of these 15- 
acre boys are not small farmers. They are just small wheat farmers. 

A lot of them are very prosperous farmers that have planted 15 
acres of wheat. I think we ought to make that distinction. 

Mr. Suort. I think that is a very important point that my col- 
league has there. We are prone to assume that in dealing with these 
15-acre people, that we are dealing entirely with very small farmers 
who, after all, are the objective of this whole program. 

A good deal of the objective at least is to take care of the small 
farmer and certainly as Mr. Belcher points out, just because a “see 
happens to have a small wheat farm doesn’t necessarily mean he is a 
smail farmer. 

That premise in the whole law has been taken advantage of to the 
nth degree and is one of the biggest reasons why the program hasn’t 
worked. 

Mr. Bass. Mr. Latta? 

Mr. Larra. I would like to say, Mr. Chairman, that I enjoyed 
listening to Mr. Marshall’s statement. 

I think it comes a little closer to my thinking on this problem than 
any testimony we have had before this committee to date. 

I am particularly pleased that we have an Ohioan in the audience 
today, Mr. Stanfield, who represents the Ohio Federation very well in 
our State. Mr. Marshall, I want to say that I agree with you to a 
point. 

When you come to your position on the 15-acre minimum, that is 
where we cease to agree. 

I think that if I agreed with you, there would be somebody else 
sitting here in my place. 

We have many small farmers in my district and I just can’t agree 
with the position of the two gentlemen who spoke prior to me on this 
subject. 

I don’t feel that a big farmer would take equipment and pile it 
around on 15 acres of wheat. I also don’t agree with the contention 
of the 15-acre minimum being eliminated because it doesn’t quite agree 
with the facts. 

The Department of Agriculture presented this committee with a 
wheat survey chart, of which you probably have a copy. We have ex- 
amined the front sheet of that survey and we find that the Soft Red 
Winter wheat which is grown in preponderance east of the Missis- 
sippi River has not been in great supply and has.not been contribut- 
ing to the surplus of wheat. 

We also find that we have a preponderance of these small 15-acre 
farmers east of the Mississippi iter so we can’t quite go along and 
say these fellows have been contributing to the overall surplus of 
wheat. 

Now, if I am wrong I want that corrected. I want the facts. 

Mr. Bexcuer. As long as you want to be corrected, let’s correct. it. 

There were 300 million bushels testified to by the Department of 
Agriculture that has come about as the result of the 15 minimum acres 
gadget in the law. 

Mr. Larra. At that point, Mr. Belcher was speaking about the 
overall wheat situation which I don’t think we can do. 

I think when we look at the overall surplus, that is one thing, but 
if we are going to examine the problem, that is another thing. 
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Certainly, I don’t think we ought to say td these neope who are 
producing a variety of wheat which is in short supply and in demand, 
that we ought to further curta?] that type of wheat production. 

Mr. Betcuer. I will also correct. you by saying that a small per- 
cent of your 15 acres are: the boys who are raising that type of wheat. 

Not a single one of them in Oklahoma are raising that type of 
wheat and yet, they have contributed to the 300 million bushel excess. 

Mr. Larra. At this point, I don’t want to engage in any argument 
with the gentleman because his thinking on the problem is entirely 
different from mine. 

Mr. Bevcurr. And that is why we don’t have a wheat program. 

Mr. Bass. Mrs. May ¢ 

Mrs. May. I have no questions. 

Mr. Marswaiy. I would like to call on Mer. Liese again on that 
subject. 

Mr. Liesr. With respect to raising quality wheat, I could refer 
to my own operation. 

On a dry farm allotment of 680 acres where we produced approxi- 
mately 18 bushels per acre, the loan value was $1.54. 

We disposed of this Hard Winter wheat just shortly ago and where 
there was 12,240 bushels for $1.82. 

On 120 acres of irrigated land which produces Soft White wheat, 
it produced 72 bushels to the acre or 8,640 bushels. That wheat will 
be turned into the Government when I get back home. 

There is the difference between the quality product. 

Mr. Larra. I don’t get the connection on what you are inserting 
in the record and what you are talking about. 

Mr. Liese. Because on the irrigated land I can produce the type 
of wheat that isn’t the milling quality that—— 

Mr. Larra. I am talking about soft wheat which is not in great 
supply. 

Mr: Liese. I am speaking of wheat to the extent of its usefulness. 

Mr. Bass. We are going to have to move right along, gentlemen. 

Let me ask you one question : I did not get here in time to hear your 
full testimony. I assume that you have recommended production 
controls in the wheat program. 

Mr. Marsnaty. No, we are recommending a number of changes 
which would take a considerable time to go back over. 

Mr. Bass. Do you recommend production controls ? 

Mr. Marsuaru. We say that if we are not going to shift into a new 
program based on market prices we have to have production controls 
that will really work. 

Mr. Bass. Do you recommend unit production or acreage control 
rather? 

Mr. Marsuauu. This isn’t in our testimony. 

Mr. Bass. Nothing in your testimony at all? 

Mr. Marsnau. No. 

Mr. Bass. If you were going to recommend a program of control, 
production control, would you say acreage control or unit control? 

Mr. MarsHauu. Well, that doesn’t make any difference. You have 
to go to the same place anyway. 

Mr. Bass. Wouldn’t make any difference ? 

Mr. Marsnatt. It is still Goverment operation of the business. 


Mr. Bass. Mr. Heimburger has some questions, I believe. 
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Mr. Hermpurcer. Mr. Chairman, you have asked one of my ques- 
tions and I would like to get a little more positive answer, if we can 
on this question. 

Will the Farm Bureau support bushelage controls rather than 
acreage controls if that appears to fit into the type of program which 
is developed ? 

Mr. Wootitey. The American Farm Bureau Federation has never 
favored bushelage control. 

We have discussed it a number of times and there are a lot of 
reasons why bushelage controls are not sound. For instance, such 
an approach would penalize people that are trying to increase their 
production by greater efficiency. 

Mr. Heimpurcer. Excuse me for cutting you off, Frank, but you 
have answered the question which is that you do not favor bushel con- 
trols and that is all we have time to go into now. 

Mr. Bass. Let me make one comment there. He said you are going 
to penalize the people who want to increase their production. They 
are the ones who are throwing the program out of balance. 

Mr. Woottey. On an efficiency basis, but if you are going to penal- 
ize efficiency you are going to penalize the very fundamental things 
that made this country what it is. 

Mr. Hermeureer. Let’s not go into it now, Frank. We can get into 
it later. I want to be sure where you people stand. 

Mr. Woottey. Weare not in favor of it. 

Mr. Hermpurcer. One other area I would like to explore briefly is 
this: You described in your statement why the Secretary did not put 
into effect the two-price system for rice, so perhaps you can tell us 
also why the Secretary is advocating doing away with the 30-acre 
limitation on the production of wheat for feed on the farm at a time 
when everyone wants to cut production and how you folks feel about 
this. 

I notice it was not mentioned in your statement at all. 

Mr. Wootiry. The Secretary is recommending what ? 

Mr. Hetmpurcer. Recommending doing away with the 30-acre lim- 
itation on the feed wheat exemption. 

Mr. Woottey. Our resolution on the feed wheat was we should 
permit farmers to produce what they want to in the way of wheat, 
without getting permission from the Federal Government if it is 
consumed on the farm for food, feed, or seed, where it is produced. 

Mr. Hermpurcer. Then you agree with the Secretary’s recommen- 
dation that the 30-acre limitation should be removed ? 

Mr. Woottey. I think the Secretary agrees with our recommenda- 
tion. We made the recommendation first. 

Mr. Hermpurcer. Well, I don’t want to take the time, Mr. Chairman, 
for the gentleman to explain this now but I would be interested in 
hearing you justify that kind of a recommendation at the same time 
you are justifying cutting down on the 15-acre exemption and other- 
wise tightening up the acreage restrictions. 

Mr. Wooutey. We think as long as the wheat is produced without 
subsidy, it is perfectly all right. The basic statement presented here 
this morning is predicated on the proposition that there is nothing 
wrong with feeding wheat, as such. 

The question is whether or not you are going to feed wheat that is 
subsidized. That is the point. 
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Mr. Hetmpurcer. If you can grow any wheat in the United States 
that is not subsidized indirectly oe the price-support mechanism, then 
I would be glad to segregate that. 

Mr. Chairman, just one more observation here. 

The Farm Bureau has presented a very well thought-out proposal, 
but as far as I am concerned it is about like the suggestion that Will 
Rogers had for ending the submarine menace in the First World War. 
His answer was to drain the Atlantic. But, he said, I am a thinker. 
I am not a technician. How to drain the Atlantic is up to you tech- 
nicians, and that is exactly what we have here, Mr. Chairman, a very 
complicated problem with a well thought out proposal but with no 
specific suggestions as to how it is to be arrived at. 

I think the Farm Bureau is aware that the subcommittee is trying 
to get out a bill by the Ist of May at the very latest, and in all 
friendliness, Mr. Chairman, I would suggest to them that if they 
believe that the legal staff of this committee can draft a bill represent- 
ing their points of view at the request of the subcommittee, then they 
are mistaken. 

There isn’t enough specific information in here to do it, and I am 
leading up to the suggestion that some of the very able lawyers who 
are on the staff of the Farm Bureau should put together a bill and 
bring it up here for our consideration, embodying their recommen- 
dations. 

Mr. Bass (presiding). I think his suggestion is very good. If the 
Farm Bureau has a wheat program that they would recommend, it 
would be helpful to the committee if they would put it in the form of 
a legislative draft so it could be discussed and acted on. 

Mr. Woouttey. Mr. Marshall has made clear that we are trying to 
base price support on the market rather than on the present system 
of price support. Any new program should be realistic in relation- 
ship to the cost of production of wheat which is not the case now. 

The reason why our recommendations are not more specific goes to 
the proposition of what the committee intends to do with respect to 
a number of tough questions? If the committee will go along with 
respect to the number of these propositions and be tough with respect 
to them, then our recommendation would be one thing. 

If, however, the committee is not going to tighten up on a lot of 
things, then our recommendation would be entirely different. Also, 
what we are saying is we will be happy to sit down with the counsel 
for the committee, be happy to sit down with members of the commit- 
tee and talk about it. However, it is idle for anybody to start talking 
about solving this problem if the main consideration is going to be 
how you can continue to pay out Government money on the basis of 
one vote, one dollar. 

lf that is to be the basis, then we have one problem but if we are go- 
ing to try to figure out a way to cut off the governmental stimulus to 
the uneconomic production of wheat, that is an entirely different 
proposition. 

Mr. Bass. Let me suggest that if the Farm Bureau is recommend- 
ing these changes, I know in the past you have brought legislative 
drafts to the committee, and if you are recommending these changes, 
and since you have made a complete study of these recommendations, 
that you follow through with the counsel’s suggestion and submit to us 
a legislative draft that could be considered by the committee. 
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Mr. Hermpvurcer. As I see it, Mr. Chairman, it is these details of 
tightening up that I was referring to. 

It is going to be relatively simple to write into the legislation the 
level of the 3-year average at which we are going to support prices. 

I am sure we can do that in a few minutes, but the drafting of how 
you are going to tighten up on the 15-acre people, and what you are 
going to do about the other loopholes and looseness in the law is an- 
other problem. 

That is the sort of thing which you recommend but offer no specific 
answer to, Frank. 

Mr. Wootiey. We can convert all of our specific recommendations 
to legislative language. 

Mr. Hermpurcer. It would be very helpful in getting legislation 
out if you will dothat for us. 

Mr. Bass. Gentlemen, we have already gone past our deadline and 
we don’t have permission to sit this afternoon. 

So without any further discussion, the committee will stand ad- 
journed until 10 o’clock Friday, March 20. 

(Whereupon, the subcommittee recessed, to reconvene again at 10 
a.m., March 20, 1959.) 
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WHEAT PRICE SUPPORT AND MARKETING QUOTAS 


FRIDAY, MARCH 20, 1959 


Hovss or REPRESENTATIVES, 
ComMopiry SUBCOMMITTEE ON WHEAT 
OF THE COMMITTEE ON AGRICULTURE, 
. Washington, D.C. 

The subcommittee met, pursuant to recess, at 10 a.m., in room 1310, 
New House Office Building, Hon. Carl Albert (chairman of the sub- 
committee) presiding. 

Present: Representatives Albert, Jones of Missouri, Breeding, 
Belcher, Smith of Kansas, Short, and Latta. 

Also present : Representative Quie. 

Christine 8S. Gallagher, clerk; John J. Heimburger, counsel. 

Mr. Atzert. The subcommittee will please come to order. 

We are continuing our wheat hearings this morning by hearing 
from representatives of the National Soft Wheat Millers Association, 
the Kansas Wheat Commission, and the Nebraska Wheat Growers 
Association. 

We would appreciate your expediting the statements as much as 
possible so that we can get through before the House convenes. 

Mr. Lester L. Mort. Mr. Grave is going to testify for the Wheat 
Commission on this grain problem. So you will only have two wit- 
nesses actually. I will not testify. 

Mr. Apert. Will the representatives of the National Soft Wheat 
Millers Association come forward ¢ 

Would you gentlemen identify yourselves ? 

‘Mr. Hurrman. My name is Mr. Huffman. I am secretary of the 
association. This is Mr. Skidmore who is chairman of our grain com- 
mittee and president of J. Allen Smith Co. of Knoxville, Tenn. He 
has the prepared statement which we would like to present. Mr. 
Knappen is also a member of our grain committee and is here to 
answer questions. 

Mr. Atserr. You may proceed in such order as you desire. 

Your statement may be inserted in full or you may read it or pro- 
ceed as you desire. 


STATEMENT OF JAMES E. SKIDMORE, CHAIRMAN, GRAIN COM- 
MITTEE, AND PRESIDENT, J. ALLEN SMITH & CO., KNOXVILLE, 
TENN. ; ACCOMPANIED BY C. B. KNAPPEN, JR., VICE PRESIDENT, 
KNAPPEN MILLING CO., AUGUSTA, MICH., AND MEMBER, GRAIN 
COMMITTEE; AND RONDAL M. HUFFMAN, SECRETARY, NATIONAL 
SOFT WHEAT MILLERS ASSOCIATION, CHICAGO, ILL. 


Mr. Sxiwmore. Mr. Chairman, I will pes emacs the introduction 
Mr, Huffman has made. I am chairman of the grain committee of 
the National Soft Wheat Millers Association, president of J. Allen 
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Smith & Co. of Knoxville, Tenn., which handles both hard and soft 
wheat. I have been a member of the Chicago Board of Trade for 
many years and have bought wheat for many years throughout the 
whole eastern and central territory. And I mention this merely for 
identification with some of the problems in the area we are going to 
address our comments to. 

We are here to speak specifically to the question of amending agri- 
cultural legislation programs and the right of small farmers to plant 
up to the limited acres of wheat exempt from quota limitations. We 
have prepared a brief, copies of which you have, and I would like 
to read part of it and insert parts in the record. I would like to begin 
on the first page of this brief. 

The National Soft Wheat Millers’ Association is a trade association 
of the soft wheat milling industry, with headquarters in Chicago, IIL, 
and having 120 members located in the States east of the Missouri- 
Mississippi Rivers. Members of the association represent approxi- 
mately 70 percent of the commercial soft wheat milling capacity in 
this area. 

The purpose of this statement is to present to the committee in- 
formation on soft wheat production, supplies, and usage which the 
National Soft Wheat Millers’ Association strongly feels should be 
considered in the drafting of any new legislation affecting wheat. 

Flour made from soft wheat is used both in the home and in com- 
mercial bakeries. It is particularly suitable for use in chemically 
leavened (as opposed to yeast leavened) products, such as cakes, 
crackers, biscuits, cookies, pastries, and doughnuts. Long experience 
has proved that only soft wheat flour produces these baked goods in 
commercially acceptable form and it is thus essential that our wheat 
production include an adequate supply of soft wheat. 

Soft wheat is of two types: Soft Red and Soft White. At least 
some Soft Red wheat is grown in all States east of the Missouri- 
Mississippi River, the 10 principal producers in 1958 being Ohio, In- 
diana, Missouri, Pennsylvania, Illinois, North Carolina, Michigan, 
Virginia, Kentucky, and Tennessee. Eastern production of Soft 
White wheat is practically restricted to Michigan and New York. 

Historically the production of soft wheat in the eastern part of the 
United States has been concentrated in the above-mentioned States. 
While over a period of years other varieties have developed a foothold 
in limited sections of this area, for example, north central and north- 
west Indiana, and throughout much of Missouri a decade ago, wheat 
production has generally adhered to the pure soft wheat types and 
has veered back to that following each of these unfortunate invasions 
of other varieties. It would seem reasonable, therefore, to assume 
that the maintenance of soft wheat production in this area represents 
proof by action that soft wheats are best suited to the climatic condi- 
tions of this area and that the demand for wheats containing the 
qualities inherent in the soft wheat varieties have made continuing 
outlets available to wheat producers in this soft wheat area. 

For some purposes flours made from Red and White wheats may 
be used interchangeably, although it is necessary to make considerable 
adjustment in recipes and formulas. Normally, Soft White wheat 
flour is used primarily for cookies, pastries, and similar products 
where its characteristically low protein and low viscosity are especially 
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valuable. Soft Red wheat is more widely used and it is with this 
type that this statement is primarily concerned. ‘ti 

In order to include all of the States in which substantial quantities 
of Soft Red wheat are grown, it is necessary to consider the producing 
area as the territory east of the Missouri-Mississippi Rivers plus the 
States of Missouri, Arkansas, and Louisiana. For purposes of sim- 
plification, this general territory will be referred to as the soft wheat 
area in the following discussion, although both Illinois and Missouri 
produce considerable Hard Winter wheat and Wisconsin’s limited 
production is mostly Spring wheat. Michigan and New York, as 
noted earlier, are primarily White wheat States. 

That wheat production has proved to be an important source of 
revenue to a very large number of farmers throughout this soft wheat 
area is graphically evidenced by the fact that statistics point to the 
assumption that production of wheat on small-unit farms has grown 
during recent years. In table I it is noted that out of a total of 
1,718,215 farms in the United States raising wheat, 63 percent, or 
1,078,543 farms, were located in the soft wheat area embraced in the 
States listed in table III. In other words, 63 percent of the total 
farms in the United States, representing production of wheat, were 
located in the soft wheat area and were presumably producers of 
soft wheat, compared to the wheat farms in the hard wheat area 
representing but 23 percent of the total, in the spring wheat area 10 
percent of the total and in the western White area but 4 percent of 
the total. Obviously, any change in legislation which seriously 
reduces or changes the right of the small-unit farmer to continue 
production of wheat on the level of his current or recent practices, 
will seriously affect the farmers of the soft wheat area, numerically 
the majority of the wheat farmers in the United States. 

It has been inferred that production costwise and performancewise 
on these small units represented marginal or high-cost farming. 
Study belies this assumption. Some of the highest yields in bushels 
per acre in recent crops have been recorded from farms in the heart 
of this soft wheat area, in which apparently over 60 percent of the 
total production has been raised on farm units of 15 acres or less 
(see table IT). 

Recognizing further that wheat serves a valuable place in the regu- 
lar crop rotation of farms in these areas, it is also questionable whether 
the actual out-of-pocket cost for the production of these small farming 
units can be extravagant or out of line when it is compared with the 
out-of-pocket cost of wheat farming in the western large farm areas. 

Whenever wheat stocks are discussed there seems to be an assump- 
tion that all wheat is in tremendous surplus in the United States. 
Actually this is not true of soft wheat and it is particularly not true 
of Soft Red wheat. Indeed, not only is there no surplus of Soft Red 
wheat but on some occasions during the past 2 years, an actual 
shortage has existed. 

I would like to add this word that that is an actual shortage. I 
don’t believe that at the close of last year the Department of Agricul- 
ture and the Commodity Credit Corporation administration had a 
bushel of the disposable red wheat available that they could sell to 
mills or for export. So it is an actual shortage and not just a lockup 
shortage in the free market. 
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In the closing months of the 1957-58 crop year officials of the De- 
partment of Agriculture recognized the seriousness of the supply 
situation and applied restrictions on Soft Red wheat exports under 
Public Law 480. Notwithstanding this, many soft wheat mills early 
began to curtain operations and a number, having exhausted their 
supplies, were forced to shut down until the new harvest. 

On my left is Mr. Knappen. We have over the years bought some 
flour from him rather periodically. The last 60 days Mr. Knappen 
did not sell us flour that we seriously needed because he could not 
buy the wheat tocoverthesale. Is that correct ¢ 

Mr. Knapren. That is right. 

Mr. Sxipmore. Proof of the actual shortage of soft wheat supplies 
was further confirmed in the early months of this crop year by the 
urgent demand that prevailed for early run new wheat at extrava- 
gantly high prices compared to later values. This most unusual 
situation was caused solely by the fact that there was for practical 
purposes no carryover of Soft Red wheat from the 1957-58 crop 
and that there was a real shortage of this type wheat. 

In table IV we have set forth a comparison of the production, 
supplies, and carryover statistics based on U.S. Department of Agri- 
culture records, (1) An average for the 10-year period from 1948 
to 1957, (2) for the 1957 crop year, and (3) the projected estimate for 
the current 1958-59 crop. All of these are broken down by wheat 
classes. From these figures it can be noted that during the average 
10-year period of 1948 to 1957 the carryover of Soft Red wheat 
averaged only 28 million bushels as compared to the total for all 
wheat during this period of 679 million. The production of soft 
wheat during this 10-year period averaged 17 percent of the total 
wheat production but the carryover of soft wheat during this period 
averaged only 4 percent of the national carryover. In 1957, the sup- 
ply of Soft Red Winter wheat for practical purposes was completely 
absorbed in the fulfillment of domestic and export requirements for 
that year. At the end of 1957-58 crop year the USDA statistics 
indicate a carryover of but 6 million bushels, which carryover repre- 
sented only 3.6 percent of the total supply that had been available 
during that crop from current production and carryover from the 
previous year. Actually, this carryover of 6 million bushels repre- 
sented less than 1 percent of the carryover of wheat of all types at the 
close of this crop year. 

I would like to add one or two comments there. This 6 million 
bushels is on paper but I can certify from my own experience that 
we could not find literally a carload of wheat in the last 30 days of 
the last crop year of the soft wheat variety in our territory. ; 

Actually, 6 million bushels of wheat compares to a monthly ab- 
sorption for domestic purposes without provision for export of 
around 12 million bushels of Soft Red Winter wheat. And, there- 
fore, I think that rather graphically illustrates that our carryover 
even on paper, which was hard to identify or find, amounted to but 
about 2 weeks’ domestic supplies for the country. And we submit 
ns fact that we consider that is below a safe level to be public wel- 

are. 

There is no surplus of soft wheat in the eastern part of the United 
States at the present time and any move stimulated by Government 
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rules or regulations which results in either a substantial increase in 
the anticipated level of exports of Soft Red Winter wheat or a de- 
crease in permissible acres for production can easily lead to serious 
danger to the commercial and private users of soft:wheat flours by 
creating an actual shortage of supplies for proven domestic needs and 
could, in effect, represent the development of shortage by legisla- 
tion rather than a liquidation or surplus. 

Farmers in the soft wheat area plant wheat for two principal rea- 
sons: (1) to provide one of the necessary elements in a regular crop 
rotation schedule, and (2) to provide a readily marketable cash crop. 
If the present general exemption from quota restrictions which is ex- 
tended to small farms for a limited acreage is removed, the burden of 
the change will fall largely on farmers in the soft wheat area, where 
production will be drastically reduced. These farmers represent 
numerically the majority of the wheat farmers of our country and as 
their production is decreased, serious damage will be done to all ele- 
ments comprising the soft wheat flour industry, farmers, millers, con- 
sumers, and commercial processors of baked goods. The full signifi- 
cance of this becomes obvious when we recognize that in 1957 non- 
complying farmers with allotments of 15 acres or less in the soft 
wheat area produced 72 million bushels more wheat than would have 
been raised on their allotted acreage, notwithstanding that we ended 
up with a carryover of but 2 weeks of domestic requirements. Even 
if all this production were eliminated, there would be but little effect 
on the total wheat surplus because it represents such a small percent- 
age of the total and actually, by type, is not a surplus and is in actual 
current demand. 

Historically, soft wheat has always been grown to be used. For the 
10-year period 1948 to 1957, production of Soft Red wheat averaged 
185 million bushels per year. During this same period domestic 
usage accounted for 141 million bushels and exports for an average of 
45 million bushels. In other words, annual usage completely ab- 
sorbed average annual production. Full significance of this close 
balance between requirements and production is indicated by the trend 
in recent years which saw annual carryover decline from the average 
level of 28 million bushels during the 10-year period 1948 to 1957 to 
a low of 6 million at the end of the 1957-58 crop year, as I said, a level 
far too low for the public welfare. 

Additional evidence that soft wheat is grown to be used comes from 
the fact that through the years relatively little of the annual soft 
wheat crop has gone into the price support program. The total 1958 
crop in the soft wheat area, including some wheat of other classes, 
amounted to 291 million bushels. Only 9 percent of this had been put 
under support by January 31, 1959. In contrast, about 52 percent 
of the wheat grown in the hard wheat area, about 39 percent of that 
grown in the spring wheat area, and about 37 percent of that grown 
in the western white area had been placed under price support by 
that same date. Once again this demonstrates that the soft wheat 
farmer grows his wheat for a cash crop, and the carryover figures 
through the years prove that the soft wheat milling industry and the 
export trade have provided an adequate market for the volume which 
has been produced. 
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If we accept historical usage and disappearance of Soft Red Winter 
wheat as reasonable for the present and for the future, it seems fair 
to assume that we must expect to provide a pool of acreage for the 
production of Soft Red wheats that will assure an annual production 
of a minimum of 180 to 190 million bushels, if we are to provide for 
proven minimum requirements each year. In addition, in the next 
vear or two it is obvious that we must produce in excess of current 
requirements some reasonable amount to rebuild our carryover to a 
safer level as a backlog against crop failure or poor yield. To pro- 
duce 180 to 190 million bushels of soft wheat, in our opinion, will 
require continued production of this type wheat on the many small 
farms which have in recent years contributed over 60 percent of the 
annual soft wheat production in the eastern soft wheat area. If in 
1957-58 provision had not been made by allotment for the equivalent 
of the acres planted in units of 15 acres or less in this soft wheat area, 
and thus eliminated the less than 15-acre exemption, we could have 
had an actual shortage of soft wheat, as compared to proven need, of 
around 66 million bushels instead of a nominal carr yover of 6 billion 
bushels. 

We, therefore, in the interest of consumers and commercial bakers, 
who have historically used soft wheat flours for their end products in 
the production of cakes, cookies, crackers, and pastries, also for the 
milling industry which is dependent upon an adequate supply of soft 
wheat from this area, urgently petition that small farmers continue 
to be given the privilege of planting and harvesting wheat on small 
unit farms, which at present are identified as units of 15 acres or less, 
exempt from acreage controls, where, in the judgment of the individual 
farmer, it is economically sound and where, as in the case of Soft Red 
Winter wheat, it is obvious that production from these small units is 
necessary if enough total wheat. of that type is to be produced to cover 
the historical needs of consumers and users of that type of wheat. 

The Agriculture Adjustment Act of 1938 identified 15 acres as the 
level below which wheat could be planted on individual farm units 
exempt from the restrictions of acreage allotment. We do not pretend 
to know whether the level of 15 acres is too high or too low, but for the 
reasons set forth herein, and on the basis ‘of the USDA statistics 
quoted, it appears obvious that soft wheat must be produced on more 
acres than have been allotted to wheat production in this area if the 
production of this type wheat is to be maintained at a level which will 
satisfactorily cover proven, historical needs requiring flours of the 
type milled from soft wheats. 

The record shows that in recent years over 60 percent of the soft 
winter wheat crop has been produced on farm units of less than 15 
acres. We feel any change which will preclude continuation of wheat 
farming on these small farms will force ch: anges in the habits on the 
part of many consumers throughout this soft wheat area and bring 
damage to farmers who have been dependent upon the planting and 
harvesting of wheat for a cash crop. Such a change would also cause 
substantial damage to millers and processors who have historically 
provided outlets to absorb completely the average annual production 
of soft wheats without cumulative buildup of carryover as a surplus. 

We feel it is most important that the privilege to plant wheat. on 
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these small farms throughout this area be continued, or that provision 
be made to include an adequate allotment for the same farmers, if we 
are to continue to raise a volume of soft wheat adequate to supply the 
demand which historical records indicate is needed to cover annual 
domestic and export needs for soft wheats and for products produced 
therefrom. 

(The summary and tables are as follows :) 


SUMMARY AND CONCLUSIONS 


Soft wheat is grown generally in the area east of the Missouri-Mississippi 
River and in Missouri, Arkansas, and Louisiana. Flour made from it fills a 
well-defined need and there is no satisfactory substitute. 

Soft wheat is grown on many small farms, mostly in small plots.. About 63 
percent of the wheat farms of the country are located in the Soft wheat area 
and well over 60 percent of the Soft wheat crop is grown on farms with allot- 
ments of 15 acres or less. These farmers need to raise wheat for crop rotation 
and for an important cash crop. 

Soft wheat has not contributed to our overall wheat surplus. Rather, produc- 
tion and usage are closely in balance and as recently as the last months of the 
1957-58 crop year we actually experienced a shortage of Soft wheat. The Soft 
Red wheat crop for 1958 was estimated at 197 million bushels and the total] 
supply for the year 1958-59 at 203 million. Nearly all of this will be used, 
domestically and in exports, leaving a carryover of but 16 million, or only about 
1 month’s average usage. 

We will need a continued annual production of at least 180 to 190 million 
bushels of Soft Red wheat, most of which must come from small farm units 
in the Soft wheat area. It is essential, therefore, that this type of production 
not be further restricted. Presently the exemption from marketing quotas of 
farms with allotments of 15 acres or less enables us to produce enough Soft 
wheat for our needs, but even so, we have not been able to accumulate an ade- 
quate annual carryover. New wheat legislation should certainly continue this 
exemption or provide in some other manner an adequate acreage allotment 
for small wheat farms in order to assure enough Soft wheat production to 
fill our proven requirements. 


TaBLe I.—Number of farms reporting wheat, 1957 


Number Percent of 
United States 
gg Ea a a Se LA on nnd cities a~ tat 1, 078, 543 63 
Be WUINOS DOU 6 ic nc Sida ddsn n-ne Bienen scan dtl wcae4-Sieilecnchen 395, 460 23 
8 eee seniietionrwamubnelgia intindweenrernmeenapginineitaiena ead 177, 157 10 
ee ae ee Se ee eee ae \ 4 


Re UNNUN: sada Uccustoascauendapindoacannaee an dsaae Deacon amae 1, 718, 215 100 


38449-- 59——15 
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TABLE II.—AU farms with allotments of 15 acres or less (commercial States 



































only), 1957 
Percent pro- 

Estimated | Total wheat | duced on 

Soft wheat area Number preduction | production | farms with 

farms (thousand (thousand allotments 

bushels) bushels) of 15 acres 

or less 
EE a ed cee ASCE hh esti eneen 17, 373 4, 992 8, 085 61.7 
EE POI on ctctn cnn ee ainens do baghtndab iat 2, 284 624 1,475 42.3 
I iced rtecamebsblanésouwe shane 52, 229 10, 437 14, 248 73.3 
ete Le Wu cteaseeb bh -nehb~ treo dia eie gpd 89, 035 19, 489 32, 890 59.3 
a ee en ie mmetaes 68, 326 19, 005 32, 666 58.2 
RR Ut Soe tet ate anes Scam budinkine cated 80, 983 19, 657 36, 477 53.9 
NN oon. pe cnncncrenescenthhdedi debby 67, 897 19, 947 28, 739 69. 4 
ND gs tnd gphse odd qacisenndoups agg piece sew 5, 438 907 1,377 65.9 
attrac enti eee ewnentens 91, 996 24, 807 37, 789 65.6 
Delaware ------ sou2 bade 711 154 24.1 
piarieree i sy. 2 a a Sy ses 6, 737 1, 280 3, 397 37.7 
I cn cntat ta Ai ok dan chaye nmi ayt~ bentyl 27, 278 3, 590 4, 731 75.9 
aoe he ddowadwetbannabbaeensetion 2, 974 338 55.5 
i cats 47, 951 6,114 6, 916 88.4 
Geuiy tiene. o5). . tke cb. acs 24, 695 3, 239 3, 510 92.3 
NINE, nei tenis ere ein app pee <etqveas pee iat 11, 961 1, 547 1, 848 83.7 
ee cen daieme cape tae 12, 743 2, 266 3, 958 57.3 
ee ei Lt Md 18, 083 2, 580 3, 485 74.0 
OES oa is da hk enh b= bb di bt we bib w nh 13, 884 3, 129 3, 260 96.0 
ee Shae etek wie 642, 528 144, 102 226, 098 63.7 
NaeMARM AN ou oct edie 104, 766 22, 064 310, 985 7.1 
Spring OO ES a a ee ee 26, 893 5, 323 257, 030 21 
nce ceca waleccenbaiaeumene 25, 579 9, 438 146, 380 6.4 
Tet BinteReics 3 - eisd 5-65. era janes 799, 766 180, 927 940, 493 19.2 
TaBLe III.—Wheat placed under support 
{Thousands of bushels] 
1957 crop 1958 crop 
ET | * 
Under Percent Under Percent 
Produc- support under Produc- support under 
tion Feb. 15, support tion Jan. 31, support 
1958 | 1959 
me PT 27 : ieseeanornne a 

OE See 233, 265 14, 199 | 6.1 290, 794 | 25, 590 8.8 
Hard wheat area-.---.-...--.-.-- 311, 080 102, 311 32.9 686, 558 358, 665 52.2 
Spring wheat area-.-_-...--..-- 257, 030 98, 308 38. 2 327, 877 127, 501 38.9 
Western White area_--_-.-.-.-.- 149, 288 40, 071 26. 8 155, 103 56, 827 36.7 
United States........-.. 950, 663 254, 889 | 26. 8 | 1, 460, 332 568, 583 38.9 





Note.—Soft wheat area: New York, New jar Pennsylvania, Ohio, Indiana, [linois, Michigan, 
Wisconsin, Missouri, Delaware, Maryland, Virginia, West Virginia, North Carolina, South Carolina, 
Georgia, Kentucky, Tennessee, Alabama, Mississippi, Arkansas, Louisiana. Hard wheat area: Nebraska, 
Kansas, Oklahoma, Texas, Wyoming, Colorado, Utah, New Mexico, Iowa. Spring wheat area: Minne- 
sota, North Dakota, South Dakota, Montana. Western White area: Idaho, Washington, Oregon, Cali- 
fornia, Arizona, Nevada. 


P 


i 


5: ee ae ements 





rene 
renee 


i i i 





wowtons 


COMTI HR OOK ACKH OW 


| - &oeoge 5 Fe? -- 


oo 
~ 


to | mem ll - 


ere 


SRN ge rs ee ee 


$e cums 


a RSE 


WHEAT 221 


TasLe 1V.—Estimated supply and distribution of wheat by classes, year 
beginning July 1 























{Million bushels) 
Stocks, | Produc- Domestic} COarry- 
July 1 tion Imports | Supply | Exports | disap- over 
All wheat: 
Average 1948-57_.......-..-. 610 1,075 11 1, 696 378 679 
WOOT wesc cbbbideiciladiaidn 909 1 ll 1, 871 406 881 
Estimate 1958.............. 881 1, 462 9 2 454 1, 283 
Soft Red Winter: 
Average 1948-57 __.......... 29 ISB. fb. .wopsscss 214 45 238 
sn eee 10 I® |..ct-abae 169 30 6 
Estimate 1958. ............- 6 OD) |niisis eda 203 6 16 
Hard Red Winter: : 
Average 1948-57__.........- 381 OB fisiu des 884 200 431 
ARSE ee Peer eee 648 496 teocdssepek 1,073 219 614 
Estimate 1958_............- 614 et Eiccaaacne 1, 449 250 946 
Hard Red Spring: 
Average 1948-57 _..........- 131 193 11 335 38 146 
BIE ins sischadhes cohabit chidechentacn desta icici 195 167 1l 373 38 201 
Estimate 1958. _..........-- 201 232 9 442 37 262 
White: 
56 106}. nh os 220 91 59 
42 Dt, Snncniinenicien 202 118 33 
33 STON eis 209 120 38 
13 Se Pecatibecans 43 5 14 
14 Dit dnc cis iinn 5A 1 27 
27 WD lnwtemeeees 49 1 21 








TaBLe V.—Soft wheat area—Noncomplying farms with allotments of 15 acres or 
























less, 1957 
Computed Computed | Excess of 
Allotment —_ allotment | Planted actual actual 
acres yiel production acres product production 
(per acre) | (thousand (tho (thousand 
bushels) bushels) bushels, 
BEG Works - cp ci acct wuss 50,387 33.0 1, 663 112, 787 3, 722 2, 059 
OR ON eae 7,514 29.5 71 15, 505 457 336 
Pennsylvania... ............. ve 157, 383 26.0 4, 092 265, 435 6, 901 2, 809 
he tats dit cddpctiva napeingelonn ey 212 22.0 8, 453 664, 870 14, 627 6, 174 
Dt ccduonaapasceobendeie 247, 488 25. 5 6, 311 611, 384 15, 590 9, 279 
ib pinnate bibvdo diac 249, 091 21.0 5, 231 813, 783 17, 089 11, 858 
EE. .cacucdbesedesentean 243, 909 29.0 7, 073 517, 354 15, 003 7, 930 
Wisconsin ....2.2.22222022222 | ean 25. 5 212 29, 557 754 542 
itt nettteinaMciais Ra | 273, 264 23.0 6, 285 998, 204 22, 961 16, 676 
MONO). occa cece led 1, 581 22.0 35 4, 081 90 55 
IE 6 id ncn nd otapetos 19, 060 21.5 410 37, 435 805 395 
he cots anon adlinaees 57, 631 19.0 1, 095 139, 805 2, 656 1, 561 
West Virginia.................| 5, 055 21.0 106 8, 458 178 72 
North Carolina............-.. 97, 386 19.0 1, 850 261, 059 4, 960 3, 110 
South Cerolina..............-. 40, 297 18.0 725 162, 400 2, 923 2, 198 
OIE 6456054 46h005 -casidue 23, 132 16.5 382 83, 577 1,379 997 
—-,. 2. | 29123 19.5 568 91, 880 1,792 1, 224 
RNIN. oink ted dds 36, 826 17.0 626 119, 2, 024 1, 398 
a a Nil ace iale TE Loom ereneandelbumnsanecnchothdn at alate 
BME 82 ona bade geese liddedawbudaa BO funn s. cdisdenleco bod ethno ligsbiredgana Su bd 64 htaeee 
BERORONS.. deinsicsnsssdinnocser 10, 149 20.0 203 153, 985 3, 080 2, 877 
ee asdaeeaaeen 16, Tae cviwel cid Weeeidesddi Sl SADA ii tileke 
FE diccn donde ciiamnin essen | Te TE Binacsanetoen 45, 391 5, 090, 708 116, 991 71, 600 





1? Noncommercial area. 
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Mr. Sxrpmore. I would like to ask you if you would now turn back 
to the two pages of charts that appear on the second and third pages. 
In summary, I would like to sephanies several points. 

Soft wheat is not in surplus. The figures of the USDA prove that; 
I believe Mr. Benson and associates would agree to that because we 
have pointed it out to them over recent years, and they took steps in 
1958, in the spring, to give recognition to that by their action tem- 
porarily limiting exports. 

Two, small farms identified as 15 acres or less last year in excess of 
the allotted acres produced 71 million bushels of soft wheat which is a 
part of the total available supply from last year’s crop of about 170 or 
180 million. And if this had 2 denied which we can assume would 
have been if that exemption had not been permitted, we definitely 
would have been vartaiely short of enough soft wheat to cover actual 
proven domestic needs last year without even providing anything for 
export. 

limination of these exempt acres, therefore, we feel, unless they 
were replaced by an adequate allotment of acres, would create a serious 
shortage in this area without in any way seriously or substantially 
benefiting the solution of the surplus problem in other areas. 

An analysis of the carryover, as evidenced in our statistical table, 
indicates, as I stated, that 71 million bushels of wheat in the Soft wheat 
area were produced on acres in excess of those allotted in the Hard 
wheat area. There was about 22 million bushels produced on acres 
that were in excess of those allotted in small units. 

We estimate as near as we can figuring from the Department figures 
that are available that in the total of the spring and in the Hard wheat 
area there probably are not more than 18 to 20 million bushels that 
were produced on farms of 15 acres or less in excess of the allotted acres. 
And when we compare this with first, the production of Hard wheat— 
the production of 18 to 20 million bushels compares with the produc- 
tion of 425 million Hard wheat in 1957, and estimated production of 
835 millions in 1958, and a production of 167 million of Spring in 
1957, and an estimated 232 million in 1958. In other words, our point 
is, and we are not in any way belittling the problem in the least, but we 
are trying to point out that the surplus problem and the impact of 
small farm acres in the Soft wheat area is an entirely different situa- 
tion than confronts us in both the Hard wheat or the Spring wheat or, 
in fact, the national pattern. 

If we summarize, as pointed out in table IV, the relation of the 
carryover in terms of the domestic users we come to these rather inter- 
esting relations: in 1957, the Hard wheat carryover, according to the 
Department’s figures, represented 2.56 years of domestic users. 

It is estimated that the carryover this coming July from the 1958-59 
year will represent 3.74 years of domestic users. 

In the Spring wheat area the 1957 carryover amounted to 114 years 
of domestic use for Spring wheat. 

We estimate in 1958 it will amount to 1.83 years of domestic use. 

When we compare this with the carryover in the Soft wheat area I 
think we have iouinat pr of that there is no surplus of Soft wheat 


as at the end of 1957, the carryover of Soft wheat represented by 0.5 
of the domestic users which it has run uniformly over many, many 
years. And weestimate ona slightly larger production for 1958, but it 
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still will represent but 0.2 or literally no more than 1 month's supply 
of domestic users at the end of the current year. 

For these reasons we feel that the small farmer in the eastern Soft 
wheat area has made up the deficit in the acreage needed to produce 
the minimum domestic supply of the Soft wheat. And if that exemp- 
tion is eliminated, and presumably that acreage is denied in the future, 
unless some allocation of acreage is made out of the total pool of acres 
available that we will be proj oe by legislation a serious shortage for 
no net solution of the overall surplus problem. 

That, I think, represents our statement and we would be very happy 
to try to answer any questions. 

Mr. Atserr. Thank you for your statement. You have made a very 
strong argument. I know that we do not want to create a situation 
where we are destroying the outlets for any type of wheat, or any type 
of food, so far as that is concerned. We do not want to change people’s 
habits by legislation. 

But there are some questions, it seems to me, with respect to what 
you have said. You made the point and you repeated it several times 
about the growth in the production of Soft Red Winter wheat. For 
instance, on page 2 you show the number of farms that are growing 
Soft Red Winter wheat. In table I, I note that out of a total of 
1,078,543 farms 63 percent were located in the Soft wheat area. We 
have been led to believe by the Department and others that many 
farmers do grow wheat in these areas because they have an umbrella 
over the price. They also argue that if we eliminate controls the price 
will go down and the 15-acre producers all over the country will find 
it uneconomical to produce wheat. Do you think that is true? 

Mr. Sxipmore. No, I don’t, sir. And for several very good reasons. 

First, wheat was raised in this country extensively, in this general 
area, before wheat production ever became an important factor in the 
West. This country is honeycombed with mills that have historically 
supplied the flour requirements in the older days mostly of family 
flours for the sizable populations in the whole eastern area. 

Wheat is an accessory to a crop-rotation program in this area and 
as proven by these figures here, is typicall wn with the exception 
of certain States that have larger farms—I think Ohio is one of them, 
and Illinois and Indiana the farms average larger—but all through 
the Southeast, the average farm isa very small farm. 

Those people have raised substantially the same acreage of wheat 
through high and low prices. And actually, if anything, there has 
been a trend voluntarily within this exempt area of acreage to a slight 
decline during this last decade, as you might say. It has not been 
sharp but it has been steady. 

And I maintain that that production as evidenced by the fact that 
there is no carryover has gone on year by year to supply an existin 
need and has become an important factor of the cash income to sma 
farmers who use it as a part of a rotation program as well as to 
supply the need for something they can readily sell. 

_ Mr. Atperr. The thing I don’t understand is, if the supply situation 
1s not so good, why is it that the Depazment of Agriculture has not 
recognized this fact? They have made no statement that I recall and 
certainly, no strong argument in favor af exempting this type of 
wheat. In fact, they have come down hey, wanting us to eliminate 
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the 15-acre provision, if we maintain any kind of control program. 

If there is such a vital difference between the uses and the supply 
situation, with regard to this type of wheat, the Department would 
have long since come down and said, “You should have a separate pro- 

for Soft Red wheat,” or set up a special type of allotment. They 
ave not done that. 

Mr. Sxiwmore. Sir, I can’t answer why they haven’t. All I can sur- 
mise is that it is because they must, in the nature of their administra- 
tion, approach this thing from a national standpoint. 

They do recognize this shortage. I do not have the correspondence 
with me but I have written Mr. McLain, Mr. Pollack, and Mr. Palmby 
over the last several years for the Soft Wheat Millers’ Association 
and received their concurrence of the correctness and soundness of the 
points that I have made as representative of the Soft Wheat Millers’ 
Association, that we are in a serious shortage situation. And they 
gave evidence of their recognition of that last year, for a period of 
about 90 days, exempting or withdrawing the eligibility of Soft wheat 
for export under the Public Law 480 regulations. 

Mr. Asert. Is all Soft Red wheat going into milling? 

Mr. Sxipmore. Out of the total of 180 to 190 million bushels in an 
average year there is about 40 million bushels moving in export. That 
moves to countries like India. 

Mr. Ausert. Does it all move into milling wheat or into export? 

Mr. Sxipmore. All into milling wheat or export with the exemption 
of probably a nominal amount that moves to feed purposes as in any 
type of wheat. Obviously, predominantly to the milling trade. 

Mr. Bricuer. They have been growing it for quite some period of 
time. Don’t they have a wheat history if they have been doing this? 

Mr. Sxipmore, Yes, intermittently. But the acreage allotment in 
many cases is less than 15 acres, as evidenced by the fact that produc- 
tion in this area has amounted to approximately 71 million bushels 
in excess of the allotted acres and still produced only a total that was 
approximately equal to the domestic requirements. 

Mr. Beutcuer. In other words, there has been an increase since the 
onigre price went into effect. 

r. Skmipmore. No, sir; there has not. It has been a decrease. Let 
me put it this way. The acreage eligible for quota, many of which 
were on units of less than 15 acres, has steadily worked down, but the 
total production of soft wheat has not come down as fast as the reduc- 
tion in acreage because there has been a considerable volume raised on 
acres in excess of the allotments but under 15 acres. 

Mr. Avsert. In so many words, you say in the first sentence of the 
last paragraph on page 2, and this bears out the thing that I spoke of: 
That wheat production has proved to be an important source of revenue to a 
very large number of farmers throughout this soft wheat area is graphically 
evidenced by the fact that statistics point to the assumption that production of 
wheat on small-unit farms has grown during recent years. 

Mr. Sxipmore. In the case of farms in excess of 15 acres the pro- 
duction of those has come down consistent with the pattern of the 
lower acres that have been permitted from year to year. Part of that 
acreage has been offset by a gradual increase in the planting of acre- 
age in excess of the allotted acreage but on units of less than 15 acres. 

Mr. Arzert. That is right. 
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Mr. Sxiwmorg. The total production has come down on soft wheat. 
The allotted acreage production has come down quite sharply. Part 
of that has been offset by a tendency to plant more, less than 15-acre 
lots, but in excess of the allotted acreage. It is a very confusing 
situation. 

Mr. Arzert. It is not very confusing, either. I will tell you what 
happened. Every time you take an acre out of production by pro- 
hibiting a farmer who has been raising wheat from planting that acre, 
that acre is taken up and planted by somebody else under the exemp- 
tion. That is what has been happening all over the country ever since 
the support price went into effect. It is going on right in your lo- 
cality. The farmer who has been raising 25 acres is cut down to 17, 
then the fellow that is under the 15-acre exemption increases his acres 
to take up the gap that has been brought about by the reduction of 
the other fellow. And you just meet yourself coming back. You take 
an acre away from one fellow and permit another one to plant it. 

Mr. Sxipmore. If I may say so, that isn’t exactly the situation that 
applies here, sir, for this reason. The Department’s own figures indi- 
cate that there is only approximately 18 to 20 million bushels of wheat 
in the whole spring and hard wheat winter area that has been produced 
in the last year or two on acreage of farms under 15 acres, but in excess 
of allotted acreage. And when you compare that to the production of 
some 600 million bushels it is chickenfeed. It is practically nothing. 
So there has not been a surplus developed in the so-called present sur- 
plus areas as the result of planting on units of 15 acres or less. The 
Department figures prove that. 

On the other hiasidl: in response to a proven demand as evidenced by 
the fact there has been no carryover, actually a dangerously low carry- 
over in the soft wheat area and the fact that the farms in that area by 
nature are small unit farms, particularly in the south or southeast— 
Pennsylvania, New York, which do not aggregate big State totals, but 
in individual counties they represent lots of farmers—has gradually 
come up to make up the deficit that has actually existed in the pro- 
duction. 

That gets back to the point that I touched on in my summary, sir. 
We maintain, we have no quarrel—we are hard wheat millers, too— 
we maintain no quarrel with this surplus—we are just as anxious to see 
a way found to satisfy a solution of this as you gentlemen are, but 
we maintain that the elimination of the 15 acres will not solve the 
surplus problem because the acres that would be withdrawn from pro- 
duction and the production that would be reduced, in the so-called 
surplus areas, would be infinitesimal, it would be a drop in the bucket 
against either the annual production or the accumulated surplus. But 
if we deny that privilege in the area where it is largely used, which 
is the eastern soft wheat area. it will deliberately create a serious 
shortage compared to what is already a proven domestic need. And 
we feel that it will not result in an inverse ratio with any relief by 
substitution of other types, because the demand for the soft wheat 
flours have historically, in high prices and low prices, stuck to soft 
wheat varieties. 

I can definitely testify that people have gone and used soft wheat 
flours at a range of cost of them all the way from a discount below 
hard wheat to a very serious premium over them in cost. But they 
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have needed the inherent qualities of soft wheat. And if we elimi- 
nate this production we will create a serious shortage in the soft wheat 
area for no appreciable relief in the hard wheat area. 

Mr. Bevcuer. You are interested in the bushel shortage; you said 
there is only about 16 or 18 million bushels raised on the 15-acre mini- 
mum farms, 

Mr. Sxipmore. In the hard wheat area. 

Mr. Bevcuer. In the hard wheat? 

Mr. Sxipmore. Yes. 

Mr. Betcnuer. About 290 million bushels have been produced as 
the result of the 15-acre minimum that is now in storage somewhere. 
That approximately is all hard wheat. We have about 800 million 
of the 1,440 million bushels in storage now that has somewhere been 
produced. 

Mr. Acserr. The figure has been given as 600 million as the amount 
of surplus that has been contributed by the 15-acre farmers. 

Mr. Sxrpmore. I don’t have the source of those figures but I can’t 
believe that is a correct appraisal. 

Mr. Avsert. You drive around over the United States, you can 
believe that. 

Mr. Sxipmore. I grant you, sir, that there is a surplus, but our 
point that we are trying to make is that surplus did not come from 
acres planted in excess of 15 acres beyond the allotment substantially 
im the hard wheat area. And even though the production from those 
acres in the soft wheat area have been substantial, we have no sur- 
pluses. And, therefore, it has not created a problem. 

Mr. Bevcuer. I might go along with you that the 15-acre minimum 
has not produced a surplus as far as soft wheat is concerned. 

Mr. Larra. That is the only argument I am making. 

Mr. Bretcuer. When you start arguing to me that it has not pro- 
duced any surplus so far as the overall picture is concerned, I don’t 
believe you have looked at the figures. 

Mr. Sxipmore. I am assuming that the Department figures are cor- 
rect and we have quoted them. 

Mr. Bevcuer. That is about 600 million bushels, if their figures 
are correct. 

Mr. Sxipmore. That has not come off of the production of 15 acres 
or less, sir. 

Mr. Bercuer. It did. 

Mr. Sxmmore. According to the Department’s figures in the hard 
winter wheat area that makes up nine States in the southwest in- 
cluding Kansas, Oklahoma, Nebraska, and so forth, there presum- 
ably were only 22,064,000 bushels planted on farms of less than 15 
acres in 1957. And we estimate of that there was only about 16 mil- 
lion bushels that was produced on acres in excess of the allotted 
acreage on small farms. 

In the spring wheat area it is a small part of that. We have 
lumped together, sir, our estimate that there was a total of 27 million 
bushels raised on farms of 15 acres or less in the total of the hard and 
the spring wheat areas. And of that total there was 18 to 20 million 
at on acres that were in excess of the allotment, on 15 acres or 

ess. 

Conversely against that in the soft wheat area there was 71 million 
bushels raised, on small farms of 15 acres or less, but on acreage that 
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was in excess of the allotted acreage on those small farms. But with 
this 71 million bushels, plus all of the soft wheat that goes to make 
up this something better than 200 million bushels produced, on al- 
lotted acreage, you still come up with a total supply that after you 
have fed the people that use soft wheat flours and export it, you have 
no surplus. As compared to that, this 22 million in the hard wheat 
area and 5 million in the spring wheat area, on both allotted acreage 
and excess acreage, if you eliminate the whole thing, 26 million 
bushels, you would only eliminate about 3 percent of last year’s crop. 

Mr. Axrzert. Are you opposed to the elimination of the 15-acre 
exemption ? 

Mr. Sxipmorz. I don’t see how you can eliminate it in one area and 
not elsewhere; therefore, I feel it should be continued. 

Mr. Apert. It should be retained in the law? 

Mr. Sxipmore. Yes, because the relief that would come from elimi- 
nating it in the hard wheat area would be infinitesimal. 

Mr. Atpert. You say it has no impact on the hard wheat area? 

Mr. Sxipmore. No. 

Mr. Arsert. And they need it in the soft? 

Mr. Sxipmore. Positively. 

Mr. ALBerT. Would you be in favor of a separate program for given 
types of wheat ? 

Mr. Sxipmore. If it could be administered. The facts that we pre- 
sented here should be given consideration, probably. We say if con- 
sistent with the program you must eliminate the 15-acre program, 
then you must give consideration—if you are going to take care of the 
requirements of these eastern farmers and eastern users, you must give 
recognition to the need for more adequate allotment of acres. 

Mr. Axsert. You say there should be no program for soft wheat 
strictly on production. 

Mr. Sxipmore. I don’t see how you can feasibly break that down 
from either a political or equitable point of view but I do say that if 
we are going to change certain things in here, we cannot see that you 
will accomplish anything towards the solution of the surplus by elimi- 
nating the 15-acre exemption, and you will, if you do it, create a serious 
problem in the soft wheat area. 

Mr. Apert. I am not talking about the 15-acre provision. As I 
see it, it is under attack from the Farm Bureau Federation and in all 
of the bills that have been presented. I recognize that politically it 
would be the hardest thing in the whole program to change. 

Mr. Sxrpmorr. If I may make this statement, I have written letters 
repeatedly, as I have read the press, the comments that have come out 
of the Department and various other places, that very definitely em- 
phasized that this talking of a wheat surplus does not take into con- 
sideration the facts of the case as evidenced by people who throw 
all wheat together and talk about surplus. And we have tried to 
answer repeatedly the situation that came back about the inference 
that in a State like Ohio, that raises a very large amount of wheat, 
that you have a surplus and yet there are millers in the State of Ohio 
that could not sell flour last year because they could not buy wheat. 

And we feel that the facts of the case, as we brought out in this brief, 
prove that we do not have a surplus situation in soft wheat and, there- 
fore, if you treat the soft wheat situation as a part of a national pat- 
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tern, you are going to create a serious damage in this area without any 
appreciable relief to the national picture. 

Mr. Jones. Just one question on table II. The thing that always 
gets me confused is the fact that we have wheat allotments and we, 
also, have wheat plantings by those who either have a small allotment 
or who have no allotment and who can still plant 15 acres. Your table 
IT says all farms of allotments of 15 acres or less. Under the number 
of farms, does that include farms that have planted 15 acres or less 
where the allotment might be 2 or 3 acres or no allotment at all ? 

Mr. Hurrman. May I answer that question / 

Mr. Jones. Yes. 

Mr. Hurrman. I compiled these tables. And I think maybe I can 
help. That is table II at the end of the statement ? 

Mr. Jones. Yes, sir. 

Mr. Hurrman. Those figures came from a publication of the De- 
partment of Agriculture called “Commodity Service CSS, Wheat 
Estimated 1957 Performance of Small Wheat Farms With Allotments 
of 15 Acres or Less.” 

Mr. Jones. Does that figure include that, in other words, in Mis- 
souri it says the number of farms is 19,996. Does that mean every 
farm that will be planting wheat, is that correct ? 

Mr. Hurrman. Well, we start with 15 acres or less. 

Mr. Jones. I am asking if that includes all farmers who will be 
planting 15 acres or less, Not necessarily farms with allotments, is 
that ri ae 

Mr. Hurrman. All I can say to that is that the table is headed 
“On Small Wheat Farms with Allotments of 15 Acres or Less.” I 
presume they mean from that that it is farms that have allotments of 
some size. Perhaps, one or two acres. I don’t know. 

Mr. Hermevurcer. In the Department’s use of this figure I think 
they include farms with zero allotments. 

r. Atpert. We are going to have just a few more minutes, I 
don’t want to cut anybody off but I don’t want to cut other people 
off, either. Mr. Latta has been trying to ask a question for a long 
time. 

Mr. Larra. I will try to get back to this question, that the De- 
partment recognized that there was not any surplus. I have here a 
pamphlet that the Department put out which indicates that about 
1956 we started out with substantially no carryover. As to the chair- 
man’s question whether the Department was advised about the carry- 
over, I think this indicates that in the February 1959 report this table 
shows as to that fact that there has not been any carryover. I think 
in view of this, this gentleman’s testimony is supported by the facts. 
There ought to be somebody from the Department to try to justify 
this. 

Mr. Suirn. Isn’t it true that the farmers in Illinois and Indiana 
and Ohio are going to get very preferential treatment to ship their 
wheat, flour and wheat, to European markets by reason of the new 
seaway ¢ 

Mr. Sxipwore. I don’t think I am in a position to answer that 
question at the present time. I don’t see how they would have any 
in relationship to their origin cost, they would have any more favor- 
able rates than the farmers in the West. 
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Mr. Smarn. What is the price of a bushel of wheat in Willard, 
Ohio, this morning ? 

Mr. Sxipmore. I couldn’t quote you that offhand but I would 
say it is about probably $2 a bushel. 

Mr. Smiru. What is it at Buffalo? , 

Mr. Sxipmore. I couldn’t answer that offhand, sir. 

Mr. Smirn. Out home it is $1.68, this morning. We have got to 
consider that in this situation. I feel they are goimg to get better 
preferential treatment on the bushel of wheat than we are in the 
West. I see the figures of a 25-percent reduction of freight rates from 
Chicago to Europe. 

Mr. Sxrpmore. This gentleman here is from Michigan. Iwould 
like to have him just speak to that question that you raised, if I may. 

Mr. Knapren. Your question, as I understand it, sir, was the effect 
or the projected effect of the St. Lawrence Seaway on this area that 
we are talking about. 

Mr. Smiru. Yes. 

Mr. Knappen. The soft wheat area. It is my opinion, and I think 
shared by Mr. Skidmore and Mr. Huffman and others in the soft 
wheat area, that the St. Lawrence Seaway, where it will affect the 
routing of wheat in that area, it will not affect the amount which 
is exported either as wheat or products, because our position in the 
total world export trade on white wheat is just so much. Certain 
countries will take our wheat, certainly countries are not interested in 
soft wheat. They want hard or some other variety. 

The seaway may affect where that is exported—it may affect to 
some extent the amount which is bid for that wheat; but it certainly 
cannot affect their demand for it. If they want it they are going to 
get it. Ifthey don’t want it they will not want it at all. 

And where it comes from, whether Buffalo or Toledo or Baltimore 
or Norfolk, won’t change the position on that, I don’t believe, 

Mr. Smiru. When we ship a bushel of wheat over to Rotterdam it 
will be 60 cents a bushel from Chicago or Milwaukee where it will be 
40 cents. If that isn’t ppntenendial trentenett I don’t know what 
preferential treatment is. 

Mr. Sxipmore. Kansas wheat can be loaded at Chicago at that same 
rate, the same as the Lllinois rate can be raised. 

Mr. Smirn. We have a freight rate from out there to Chicago— 
that is the point. It is 21 cents, I think, to Chicago. We have got 25 
to 30 cents a bushel freight. 

Mr. Breepinc. Your name is Mr. Skidmore? 

Mr. Sxipmore. Yes, sir. 

Mr. Brespine. I would like to ask you this question. I want,to use 

two States for example. I want to use Kansas and Missouri. As to 
— Kansas, why do they grow the hard wheat? Can you tell me 
why ? 
_ Mr. Sxipmore. First of all, the opportunity to produce soft wheat 
into flour in the Kansas City area has dwindled over the years. You 
had the Miller Independents which was the last and, also, one up at 
St. Joe that specialized in milling soft wheat flours. And they have 
gradually gone out of production. 

Mr. Breepine. The production of soft wheat has been discouraged, 
has it not, and it has encouraged the production of hard ? 
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Mr. Sxipmore. I would say the demand for soft was discouraged be- 
cause there was not the outlet to absorb or Actually, 
Missouri, for a long period of time, developed a type of wheat that 
was not desirable for soft wheat people. That has veered very defi- 
nitely in recent years, particularly in the eastern part of it, to soft 
wheat types. The demands of the market and the improvement has 
been to refine wheats of either soft or red wheat to fewer types and to 
more definite, either hard or soft wheat. I think that has been going 
on in Kansas, and in an aggressive way. I know it has been going on 
in Missouri and over in Indiana and Illinois, through wheat improve- 
ment work in those States. 

Mr. Atsertr. Any further questions? 

Mr. Latra. To follow up Mr. Breeding’s question, isn’t it also a 
fact that there is a greater yield from the hard—that is a reason they 
have gone to that in those areas ? 

Mr. Sxipmore. In that area out there, that is probably correct, where 
there is relatively low level of moisture. 'The soft wheats seem to find 
themselves most favored in the areas where there is adequate moisture. 

Mr. Breeprne. I used to farm in eastern Kansas and also produced 
hard wheat. It is all because of the poor markets or discouragement 
in the milling trade of soft wheat because they have gone to hard 
wheat ? 

Mr. Sxmaore. One of the most important factors, if I may make 
this further statement, gets into the deliverability of wheat as wheat. 
In the Southwest you can only deliver hard so far as Kansas City 
markets are concerned. In Chicago you can deliver soft wheat. To 
a great extent it has influenced a type of wheat from the standpoint 
of having a broad impact on the future markets for delivery or as a 
basis for the movement of wheat. 

Mr. Larra. I have one further question. 

I have a question which comes to mind from this “Wheat Situation” 
pamphlet put out by the Department. It shows, on page 11, that the 
estimated carryover for July 1, 1959, of Soft Red Winter wheat is 
16 million bushels. That is the estimate. I would like to ask you 
how long that supply would last. 

Mr. Sxmmore. Domestic consumption besides export is somewhere 
between 140 million and 150 million bushels a year. That is the 
proven need over the years. You divide that by 12, it comes up to 
about 12 million bushels a month; 16 million bushels is just a little 
more than a month. We hope we will have 16 million bushels. We 
are scared to death we will not have 16 million bushels. And I have 
already written Mr. McLain in the last 30 days of our concern on that 
and received his ackledgement of the basis for that concern. 

ee That would be affected by the export markets, would 
it not? 

Mr. Sxipmore. If you take in the export markets it would not be a 
month’s supply. Your total deliveries are about 180 to 190 million 
which would be 15 million a month; approximately a month’s supply. 

Mr. Huffman had one point he would like to make. Other than 
that I think our testimony is completed, sir. 

Mr. Hurrman. May I have just a minute? I would like to address 
myself to this point. I disliked to but it has been raised several 
times. The question was raised about the position of the Department 
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of Agriculture, the position they are taking with respect to the wheat 
raised on the excess acreage on the smal! loos I think this might 
be an answer. Iam not sure. 

Our figures indicate that there was around 72 million bushels of 
soft wheat raised on that excess acreage in 1957. Approximately 20 
million raised in the Hard Spring wheat. And that is close to 100 
million. 

The figures are an accumulative proposition over a period of several 


ears. 

; If we took 100 million a year, for, say 4 years, you would build up 
to 400 million. It is easy to progress from that point to saying we 
have a total surplus of maybe a billion bushels, we have produced 
400 million in excess of quota. Therefore, this 400 million is part of 
that, part of the total of a billion, But that isn’t true. 

Seventy million of that each year was soft wheat which was used. 
If it were surplus it would be in storage somewhere. It isn’t in 
storage. 

Mr. Atzert. Do you think we would be justified in limiting the 
number to those farmers who plant 15 acres ? 

Mr. Hurrman. I would like to give some thought to that. I could 
give an offhand answer. So far as our requirements are concerned, 
I think that might satisfy. I am not sure. 

Mr. Atzert. Mr. Heimburger has a question. I am going to limit 
these questions because we have to. 

Mr. Heresurcer. Mr. Skidmore, I want to direct your attention 
to the bottom paragraph on page 5 of your statement. You have 
used figures there on production of soft wheat, and it seems to me 
that these figures just cannot possibly be correct. You have testified 
that practically all of the soft wheat which is consumed in the United 
States is used for milling purposes. 

Mr. Sxipmore. And export. 

Mr. Hermpureer. I said which is consumed in the United States—— 

Mr. Sxipmore. Yes. 

Mr. Hetmpvrcer. Is used for milling purposes. 

Mr. Sxipmore. Yes. 

Mr. Hermpurcer. And your figures show that the consumption and 
the production now in the soft wheat area, actually balance. 

As I am sure you know, many of the farmers in Virginia and on 
south and perhaps north—I am not so familiar with that—who grow 
wheat, grow it in rotation with corn and hay. Just for an example, 
I have a farm up here in Loudoun County. Almost every farmer 
up there grows wheat. Practically none of them ever take it to the 
elevator. They all have some kind of livestock and have grinding 
facilities on their own farms and grind it for feed. I am sure that 
that practice is general enough throughout the soft wheat area that 
these production figures just cannot be right. The production of 
soft wheat cannot be equivalent to its use for milling and for export. 
A great deal more than that is produced. I am not challenging 
you. I am challenging the figures that you have obtained from the 
Department of Agriculture, apparently. 

Mr. Sxipmore. That situation has gone along for years. We know 
there is always a certain amount consumed for feed. A lot of wheat 
was used for feed. The feed consumption might be higher than 
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o_o but I cannot conceive that a farmer that would raise wheat 
would feed it at the same time that he could buy corn for what he 
could buy it through all of this area, and many other feed grains in 
our local area. Merely as an example I will cite the farmer I visited 
only last Saturday who indicated that his production of wheat last 
year produced about $100 more on his 12-acre production to him 
than he got for his allotment of tobacco and, therefore, it was a cash 
crop to him and I cannot conceive that he would grind it up and 
feed it when he could have many other substitutes for feeding purposes 
and very far less cost. 

Mr. Hermpurerr. I wish you would check the production figures. 

Mr. Sxipmore. We will. 

Mr. Auserr. You can furnish any additional information on that 
that you may have. The committee is very grateful for your con- 
tribution, and your statement. 

Mr. Sxiwmore. We thank you for the opportunity of appearing. 

Mr. Aupert. We have other people who have come here, and we 
want to hear them. 

Will the representative of the Kansas Wheat Commission come 
ae Are the Kansas Wheat Commission and wheatgrowers 
together 

r. Graper. They are together in the testimony. I am repre- 
senting both groups at this time. 

Mr. Axsert. We have two distinguished members of this com- 
mittee from Kansas, one of them has been called to the phone, Mr. 
Smith, but Mr. Breeding is here. 

Mr. Breepine. Mr. Graber is a longtime personal friend of mine. 
And we are glad to have him here. 

Mr. Ausert. We are glad to have him, too. We appreciate the fine 
work that your Congressmen on this committee have been doing. 

You may proceed. 


STATEMENT OF W. W. GRABER, ADMINISTRATOR, KANSAS WHEAT 
CORP., HUTCHINSON, KANS. 


Mr. Grazer. The Kansas and Nebraska Wheat Commissions, in co- 
operation with the Foreign Agricultural Service of the U.S. Depart- 
ment of Agriculture, have made surveys into foreign areas to study the 
potential of the U.S. wheat market in these areas, as well as to find 
what the problems are of U.S. shipments abroad. 

The decline of U.S. sales in cash markets, compared to the gains 
in sales of Canadian wheat, greatly alarms us. 

Regardless of what people say about the quality of U.S. wheat ship- 
ments being good or bad, the final success or failure of our marketing 
system is reflected by buyers drifting away from U.S. markets or con- 
tinuing to buy from us. 

The enclosed report of the International Wheat Council showing 
wheat and flour transactions in the crop year 1958-59—through Feb- 
ruary 13, 1959—very clearly demonstrates our loss of markets. We 
feel that ignoring the complaints of foreign buyers does not solve our 
problems, and that we have lost cash markets because of shipments of 
poor quality wheat. 
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Grain grading standards were raised a few years ago, but we failed 
to increase our personnel to take care of added responsibility and the 
increased shipments of grain cereals. | 

The following information, obtained from the USDA, Department 
of Grain Inspection, directed by Mr. Bert Whitlock, clearly shows the 
need for increased eee and for added help: 

In 1937 we exported 150 million bushels of grains. We had 420 in- 
spectors, each completing 8,200 inspections. In 1957 we exported 840 
million bushels of grains. We employed 630 inspectors, each com- 
pleting 4,800 inspections, showing several factors that were not shown 
in 1937. Our exports have increased 6 times, and our personnel at 
points of inspection only 50 percent. 

I feel that it is in fact important that we increase our personnel at 
these points of export because of the load to take care of this terrific 
increase in export of cereal grains cannot be carried by these few in- 
spectors that we had here in 1937. We are trying to continue on that 
same basis practically, and it is an impossibility to carry out these in- 
spections as they should be. 

I would also like to point out at this point that I am not critcizing 
our Department of Inspection as such. I think they are doing a mar- 
velous job, almost a miraculous job when you consider the fact that 
they are doing six times as much inspecting with the same personnel, 
nearly. 

I irish to present the following information of evidence of justifi- 
able dissatisfaction with U.S. wheat among foreign buyers: 

1. International Wheat Council Report, 1958-59. 

2. Report of agricultural attachés conference, 1958, in Paris. 

3. Letter from Cabell Shull, assistant agricultural attaché to Eng- 
land, concerning wheat shipments to Great Britain. 

. Dr. John Shellenberger letter on Austrian complaints. 

. Letter, Pfalziche Milling Co., Mannheim, Germany. 

. Report of European survey team 1957. 

. Survey of quality of European wheat imports 1954-56. 
. Reports of British buyers. 

. Letter from Joseph Rank Milling Co. 

Now on this first sheet you will notice the shipment to five Euro- 
pean countries from 1951 through 1956. The United States in 1951- 
52 exported to Belgium—these are metric tons—390,799 metric tons. 

In 1952-53 we dropped 108,410. In 1955-56 to 190,426, and on the 
International Wheat Council report in the first 6 months of this fiscal 
year, Belgium bought 14,014.6 metric tons of American wheat and 
37.4 tons of Canadian wheat. 

Showing the Canadian situation through this same period, the 
Canadians have, in 1951-52, shipped 466,000 tons. 

In 1952-53, they shipped 393,000, and in 1955-56, 409,927 metric 
tons. You can see that our exports to this Belgium market, which is 
a cash market, has decreased over this period of time. Canada’s have 
increased. 

We will take Western Germany. In 1951-52, the United States 
sold them 1,454,692 metric tons of wheat; in 1952-53, 618,747; and 
in 1955-56, 450,419 metric tons of wheat. 

Canada has increased its exports during this same period from 
240,000 in 1951, 553,000 in 1952 and 790,000 in 1955-56. 
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-. Now looking at the first 6 months of this present fiscal year, West 
Germany has purchased 379,000 tons of American wheat, and they 
have purch 638,000 tons of Canadian. In the Netherlands, the 
United States in. 1951-52 exported 445,000 tons; 1952-53, 307,228 
tons; in 1955-56, 632,240 tons. 

The Canadians have maintained the steady market in the Nether- 
lands over this period of time, but during the first 6 months of this 
fiscal year the Netherlands have bought 104,000 tons of American 
wheat, and they have bought 152,000 tons of Canadian wheat. 
Norway, another cash market—the United States has declined from 
130,000 to 87,000 in that 3-year period. The Canadians have declined 
slightly from 124,000 to 106,000. 

'N orway’s purchases for this fiscal year, up to the 13th of February, 
are 56,000 tons of American wheat and 79,000 tons of Canadian wheat. 
_ In Switzerland, in 1951-52, we sold them 105,000 tons of wheat, 
The following year that dropped to 9,000. In 1955-56, to 45,000. 
Canadian exports to Switzerland have increased from. 165,000 to 
257,000. Then they dropped back to 158,000. 

To show you what Switzerland has done in the last 6 months, they 
have purchased no U.S. wheat but they have purchased 105,000 tons 
of Canadian wheat. 

I think this clearly shows the trend away from the U.S. purchases, 

I would like to call your attention to the report of agricultural at- 
tachés conference held in Paris in the fall of 1958. I would like to 
call your attention to two specific reports of agricultural attachés, 

The first is from the United Kingdom, Robert N. Anderson. He 
was perturbed over recent 80,000 tons not meeting protein specifica- 
tions. “We need help or we lose our market for wheat.” 

Let us now go to point No. 4, Austria. This is information that was 
directed then to our office in Rotterdam, Holland, of the Great. Plains 
Wheat Market Development Association. In Austria, they said: 

Will be glad to have you come and see what we can work out. Austria will 


import about 150,000 tons this year—Canadian—Hard Red wheat in bad pub- 
licity now. Will supply you all information that I can. 


Irving R. Hedges, agricultural attaché says: 


U.S. wheat is in bad publicity. We are using Canadian wheat. Samples from 
United States of America recently did not prove out. Come and maybe we can 
help the situation somewhat. It will be a hard nut to crack. 


Next I would like to read a letter from S. Cabell Shull, assistant 
agricultural attaché, written May 8, 1958 to Raymond Vickery, Direc- 
tor, Foreign Agricultural Services, Grain and Feed Division: 


Dear Mr. Vickery: Messrs. R. R. Thom, of Joseph Rank, and F. A. Bristow, 
of Spillers, made strong representations today in my office concerning the failure 
of recent cargoes of American wheat to comply with protein certificate. The 
four cargoes involved all originated in the gulf and protein certificates were 
issued by Fort Worth Grain & Cotton Exchange with the documents signed by a 
Mr. Harold Osborne. This was not the first complaint we have received with 
Fort Worth certificates as in January Cranfield Bros. registered a complaint 
against a shipment from the gulf certified 14 percent protein by the afore- 
mentioned exchange. 

The situation is serious and both milling firms have found it necessary to 
substitute other wheat for American wheat in recent blends. Both millers 
categorically state that if the May 15 contracted parcels fail to meet certificate 
specifications that they will be constrained to transfer business elsewhere. This 
would involve possibly 50,000 tons a month. As the attached letter indicates, 
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they have been extremely pleased with the U.S. analysis of grain..and are 
tolerant of reasonable variation from the 14 percent standard but not successive 
eargoes of less than 18 percent protein. 

We have received complaints before on other commodities and we have done 
our best to mollify the complainant. In this instance the quantity of wheat in- 
volved is sufficient that strong action on the part of the United States is neces- 
sary. We realize that the Fort Worth Grain & Corn Exchange is a private 
agency which may free them from governmental investigation, but certainly 
within the authority of the Government it behooves it to probe the matter as 
thoroughly as possible. Ina previous letter Mr. Barr, of the Inspection Service, 
unofficially said that perhaps the U.S. Government would be willing to issue 
protein certificates. The representatives of Rank and Spillers feel. that perhaps 
this might be a solution in the gulf area if that could be arranged. 

This letter, I realize, states the case rather, strongly, but I am only attempting 
to convey the strong and forceful representation that was made to this office 
today. , 


I might mention these two companies stopped purchases of wheat 
entirely by the Ist of August 1958, 


The next statement or thing I would like to present isa letter from 
Dr. John Shellenberger, which he sent to Raymond Vickery, head of 
the Grain and Food Division, FAS. He says: 


There are still disturbances in Austria over the quality of U.S. wheat imports: 
At present the dissatisfaction is centered on Spring wheat imports, and I.am 


trying to determine wherein the trouble lies and will keep you informed of 
developments. 


There are problems concerning wheat shipments. I would like to 
next point out or call your attention to a letter from the Weizen Muhle 
mill in Mannheim, Germany, to our director, Mr. Harvey Bross, who 


represents the Great Plains Wheat Marketing Organizations there. 
In this letter he says: 


The Association of German Industrial Mills, Bonn, gave us your address as 
the European representative of the European office of the Great Plains Wheat 
Growers of the United States of America. 

We have been using foreign wheats for well over five decades, amongst other 
United States of America wheat—we use more imported United States of 
America wheat than wheat from other foreign countries. Importing during so 
many years enabled us to get a certain insight into the various kinds and types 
of wheat and so we have been able to compose our purchases from abroad in 
accordance with our needs. 

This letter will serve especially to draw your attention to the very varying 
quality, during the last 6 months, of the No. 2 North Spring wheat or No. 2 Dark 
North Spring wheat that we received. 

Our researchers tell us that cargoes from Albany have fallen behind noticeably 
in quality whereas cargoes from gulf ports (Galveston-Houston) were much 
better. 

In our opinion, the North Spring wheat being a so-called Summer wheat, should 
represent a quality that would be approximately the same as the Canadian 
wheat. Especially cargoes from Albany were disappointing in this respect, and 
so we felt obliged to inform our various importers that we wanted them to get 
cargoes from other ports instead of from Albany. 

We also went into some research for the germinative force (viability) with 
regard to one very markedly inferior parcel. This was a parcel that arrived 
per SS Birkenstein, which had loaded No. 2 Dark North Spring wheat in 
Albany. Unloading and transfer took place in Bremen on the 2d of January 
1959. 

The research as to germinative force which took place within 8 days after 
receipt of the parcel, showed up following values: 26 percent fully developed 
leaf and root-germinative force; 14 percent poorly developed leaf- and root-germ- 
inative force; 39 percent beginning of germination; 21 percent no germination 
at all. 

If, as proven by the results of our test, this wheat contains 60 percent granules 
which are not at all or only very weekly viable—germinative—then this would 

38449—59—_—_16 
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be, in our opinion, proof that we got a rélatively old parcel of wheat, maybe 
3 years old. 

We know that the quality certificate for the receipt of the cargo is binding 
with respect to quality, so that we would not get a hearing in this respect in 
case we should decide to put in a formal protest—claim. 

However, we consider it not only advisable but really imperative to point out 
such deviations from required quality because there is undoubtedly danger that 
an everincreasing amount of companies, using American wheat, will become 
unfavorably influenced by receiving such inferior cargoes and that therefore 
goodwill may be lost and changes to do business will decrease. 

We sincerely hope that by addressing this problem to you, we will be heard 
and that you will be able to follow up such complaints and get to the source 
of the trouble and also that you will be able to find out for yourself the correct- 
ness of our complaint. Once you have found the source, we feel confident that 
you will find ways and means to prevent that such inferior parcels will be loaded 
and exported in future. 


Then he concludes his letter, and I would like to go on to the next 
portion, which is a survey. I would at this time call your attention 
to the second important paragraph. On this survey team were Mr. 
Carl Bruns, Chappell, Dr. Lester, Dr. Shellenberger, and myself. 

In the last paragraph of the second paragraph of this report it is 


We were saddened and chagrined to find the U.S. Hard Winter wheat not 
being used because even though it met U.S. grain standards, it did not meet 
with the approval and requirements of our European customers. Briefly, in 
this day of strong competition between nations exporting wheat, the European 
buyer does not feel obligated ot purchase a product of doubtful quality whose 
true indentity is covered by loosely drawn grain standards. 

Next, I would like to call your attention to—— 

Mr. ERT. Would you like to have all of these exhibits put in the 
record ? 

Mr. Grazer. Yes. : 

Mr. AvBert. Without objection, they will be inserted as a part of 
the record. 

Mr. Graser. Thank you. 

(The exhibits referred to are as follows :) 


[FAS-M-22, July 1957] 


World exports by countries of origin and destination, U.S. Department of Agri- 
culture—Comparison of United States and Canadian wheat and flour exports 
to European markets (metric tons) 

















BELGIUM 
| 1951-52 1952-53 1955-56 

United States... 221.22... eee ee-----| 390,799 108, 410 190, 426 
CRI eatin bien doh 6 5d 8nd shagsle AtLabts: | 466, 563 393, 051 409, 927 

WEST GERMANY 
Tes eee ee a | 1, 454, 692 | 618, 747 450, 419 
Sisto se eee 240, 552 | 553, 545 790, 350 

NETHERLANDS 
PebeeMetees -6u5- Lease eels. cece] 445,000 307,228 632, 240 


Canada... --- - athbivbabeodss : 282, 824 | 273, 111 | 240, 194 
| 











WHEAT 237 


World exports by countries of origin and destination, U.S. Department of Agri- 
culture—Comparison of United States and Canadian wheat and flour exports 
to European markets (metric tons)—Continued 














NORWAY 
1951-52 1952-53 1955-56 
United States._....--------+---4++4. he paeb dee sb seen abe 130, 654 91,221 87,133 
CE ile hen ae br keh oherertie-tienhetinectniventnsts 124, 767 90, 949 106, 364 
SWITZERLAND 
Wee Cam i 888 ALi cheaudeccscesd 145, 606 9, 412 45, 822 
ORR din ccndies conte oneduahintpgipninngevnididinindenee imngte 165, 383 257, 692 185, 440 











[From the Northwestern Miller, February 24, 1959} 


International Wheat Council, cumulative transactions in wheat and flour 
recorded in the crop year 1958-59 through Feb. 13, 1959 


(1,000 metric tons in wheat equivalent) 



















United States Australia Com- 

Importing countries bined 
Wheat- 

Wheat | Flour | Wheat} Flour Flour 

A UIIE . . 2 owen gon ce nn lapemapaseloceceveslooncosoel squapwucioncaeetocsiet agen th sau hala 
Deeten 4.2. . Sod. S552 14.6 $6 FT Tia sk. 276.8 
6p ctekdtes ose cul ageeetane To@ lessxacuctigpdvicgolssechens)bhennnal qlee 7.0 
BrRGEE cee eves paren <-e- ales ornagacle= <p 4aelodarheecheteagnelhasd4--dhlevebeset-edmegienntaslasaetbbese 
AA St RS ee .2 dg RR 27.7 
OQumpé...joci. bis. di2. 122.8 O80 Fes casi el. 177.5 
pe es 22.7 2 -abadinle~smqeplcevs--ushy (7 /leege-saa Jee OIG 28.4 
Dominican Republic. -..- 1.0 Ti Ab oie emneiaetinwsnechal 17.9 
Ecuador. __._..- Sie Re Paces Lalvocecsenfegtacspel | |. B® Malieds del~) Gibaeseaen 3.4 
Bewrt.. tow divee ws diads cli else. a dl lal . 1  SRT R A sd iene 
El Salvador.............- -3 BAS bioydosd-ael-deaeichl--nsamdel 21.1 
Germany 3. sak SE ieee Te leccencenl, 4 i topo cocked ae 31, 266.0 
Qeesme ls. Sl lio. t2.3 PI Satck dalée cackec|sadescenlacocavedslescesscuheeeeinecneenameaiaedtonmels 
Guatemala ‘ 12.7 We Sid adewecnbaiuae 28.1 
Re oe adcwbanwas 12.6 ©) = |... ewwetuewem nnhosuee-s 12.7 
ils nds Adiceniynseeie 2.4 BF Toiecatcanbsdbenncs . 4.7 
BONE, » vainieacasesccascclainan ok dun egetadewnsoseuet~ dail. ‘ ; .2 
India - - er Evid ane bal. Nionisisectal Bie Riccuutinaune 163. 8 
Indonesia... ...-...- buwee eb sab eee kbens hi 13.9 
Bremen... 2c cbse dzid OO ek JcaLvca 68.9 i s0L.1.. § Seeteen tee 2152.8 
ae 56.3.1. <onasitteanet) i <etand GO to keaend 48.9 
pa LE eb a ond a Jano anechs onhamtatiinnacde sna aniaaehaloaaiaaaaleel 
SOMME bn cece cb 5k oe 483. 1 “3 3 | See ES ink okies 947.8 
A tadtvcain chins , eS a en est. cil 61.3 
id a EE nal scare eaniamared a ty tl 4 sa otleditiweble 
Liberia - - - .. Udi seeds Serle od oa ide tate baie ca ee ees 6 .6 
Wem. Si. 5 id dwachnbSleeadgbedeldek bb bibs - ae ldadeuanou~psedib eb adiiuds J-Udd see cudocedbuasdhes mares 
Netherlands. ._......_.. 104.7 @.8 i... .-+.~ 72.9 330. 5 
oo REE, RES awe 124.9 ) Y vee Glee vs 1.1 126.0 
Nicaragua ........... cu MST OO aL 9.7 9.7 
NOCWOW. bine - nse cewscu- 56. 2 OBS fsciscs J.C 20k 12.2} 4149.1 
Panama. -. Socata aie 2.2 B.S boc tethtencoess 14.7 16.9 
Peeireek suo tebe oe ace aces .4 ale .4 .4 
Philippines... _._.........| 8.6} 107.6 56.7 165. 3 
Portugal... “e | 13.3 11.9 1.0 28.2 2 68.1 
Saudi Arabia...._.._.. (4) ae 7 1.7 
Spain a2 asa “onsen «ca oi cai co ng elite iy lig cs tells on oi hatin aia inteaeiarel al 
Owrieoarenes i... iG hee i A jdda ti oP ge PF Be eee ene 105. 4 
South Africa._....__. _ oe sce §- | (ARE F.3 2c ERS elas 150.0 
Vatican City. _. By  abeaeed 19 e Bln ee = PP REE SSS eT Se aencen 
Venezuela. ______. ; 23.7 Geet Bh c.dericetiewie 400 ; , . ‘ 78.7 
Yugoslavia. ............- PLLA ON eh Edad tteod.s LIL clued bes oka Be Eotats ean Stee 
Totals......._____.| 1,387.5 386. 9 | 284.9 534.8 | 4, 282.4 








1 Less than .100. 

? Sales made by France. 

8 Includes 189,100 metric tons wheat from France and 20,100 metric tons wheat from Sweden, 
4 Includes 600 metric tons wheat from France and 700 metric tons wheat from Sweden. 
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ATTACHE ‘CONFERENCE, PARIS, SEPTEMBER 10-12, 1958 
ATTACHE, CONTACTS, AND REPORTS 





1. United Kingdom: Robert N. Anderson: Very perturbed over recent 
80,000 tons not meeting protein specifications. Need help or we lose our market 
for wheat. Broiler industry will develop the most that will mean more market 
for feed grains. 

2. Finland (Sweden): Harold C. Larsen: I want assistance soon as possible 
for Finland. Imports of wheat from Soviet of poor quality and limited. 

3. Netherlands: Robert H. Reed, attaché: United States has a good market 
here now. Thinks we need to work—but quietly—very touchy market situation. 

4. Austria: Einar Jensen, attaché: Will be glad to have you come and see what 
we can work out. Austria will import about 150,000 tons this year—Canadian— 
Hard Red wheat in bad publicity now. Will supply you all information that 
I can. 

5. Germany: Phil 8. Eckert, attaché: Come any time after October 1. 

6. Belgium (Luxembourg) : John I. Kross, attaché: Come before November 1. 
Leaving for USDA, Washington, D.C., end of tour of duty here. 

7. Portugal: Herbert Ferguson, attaché: Will not be in Portugal in Novem- 
ber; otherwise is anxious to work out a program—as follow up on Portugal 


teams to United States. Port elevator at Lisbon is under construction—Public 
Law 480 assistance. 


COUNTRY CONTACTS NOT URGENT Now 


8. Greece: Edward J. Bell, attaché: Both expecting soft wheat this year. Do 
not need flour. Glad to have you come. 

9. Italy : Clayton E. Whipple, attaché: One or two times a year to cantact trade. 
Maybe there is something we are missing. 

“Good Will”: Hoping that feed grain program—could divert from wheat to 
livestock program. 

10. Switzerland: Irwin R. Hedges, attaché: U.S. wheat in bad publicity and 
using Canadian wheat-—samples from United States recently did not prove 
out. Come when you can—maybe we can back it some way. It will be a 
hard nut to crack. 

11. Spain: John S. Burgess, Jr., attaché: Expecting both Durum and soft wheat 
now. Inflation quite a problem. Glad to have you come and analyze the situa- 


tion. No hurry now. (I do not want to be responsible for disturbing things at 
this time. ) 


U.S. DEPARTMENT OF AGRICULTURE, 
FOREIGN AGRICULTURAL SERVICE, 
OFFICE OF AGRICULTURAL ATTACHE, 
AMERICAN EMBASSY, 1 GROSVENOR SQUARE, LONDON, W. 1, 
May 8, 1958. 

Dear Mr. Vickery: Messrs. R. R. Thom of Joseph Rank and F. A. Bristow of 
Spillers made strong representations today in my office concerning the failure of 
recent cargoes of American wheat to comply with protein certificate. The four 
cargoes involved all originated in the gulf and protein certificates were issued 
by Fort Worth Grain & Cotton Exchange with the documents signed by a Mr. 
Harold Osborne. This was not the first complaint we have received with Fort 
Worth certificates as in January Cranfield Bros. registered a complaint against 
a shipment from the gulf certified 14 percent protein by the aforementioned 
exchange. 

The situation is serious and both milling firms have found it necessary to 
substitute other wheat for American wheat in recent blends. Both millers 
categorically state that if the May 15 contracted parcels fail to meet certificates 
specifications that they will be constrained to transfer business elsewhere. This 
would involve possibly 50,000 tons a month. As the attached letter indicates, 
they had been extremely pleased with the U.S. analysis of grain and are tolerant 
of reasonable variations from the 14-percent standard but not successive cargoes 
of less than 13 percent protein. 

We have received complaints before on other commodities and we have done 
our best to mollify the complainant. In this instance the quantity of wheat 
involved is sufficient that strong action on the part of the United States is neces- 
sary. We realized that the Fort Worth Grain & Corn Exchange is a private 
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agency which may free them from governmental investigation, but certainly 
within the authority of the Government it behooves it to probe the matter as 
thoroughly as possible. In a previous letter Mr. Barr of the inspection service 
unofficially said that perhaps the U.S. Government would be willing to issue 
protein certificates. The representatives of Rank and Spillers feel that perhaps 
this might be a solution in the gulf area if that could be arranged. 

This letter I realize states the case rather strongly, but I am only attempting 
to convey the strong and forceful representation that was made to this office 
today. 

Yours very truly, 


S. CABELL SHULL, 
Assistant Agricultural Attaché. 


KANSAS STATE COLLEGE, 
DEPARTMENT OF FLOUR AND FEED MILLING INDUSTRIES, 
Manhattan, Kans., January 15, 1959. 
Mr. RAYMOND VICKERY, 
Grain and Feed Division, F.A.S8., U.S. Department of Agriculture, 
Washington, D.C. 

Deak Mr. VicKERY: When I was visiting in the agricultural attaché’s office 
in Vienna in December, I learned that Dr. Richard Huka, who was director of the 
grain purchasing section of the Ministry of Agriculture for the Austrian Govern- 
ment, had died suddenly rather recently. Dr. Huka is the person with whom we 
had to clear all our contracts while in Austria when the wheat team visited that 
country. Also, Dr. Huka was one of the persons who was, a year ago, entertained 
royally on a tour of Canada. 

I cannot.now find among my notes the name. of the person who has replaced 
Dr. Huka at the grain section of the Ministry of Agriculture, but this name can 
be obtained from the agricultural attaché at Vienna. My suggestion is that 
thought be given to inviting this person to the United States, and if this is done 
to give careful consideration to the planning of a suitable itinerary. 

There are still disturbances in Austria over the quality of U.S. wheat imports. 
At present the dissatisfaction is centered on spring wheat imports, and I am try- 
ing to determine wherein the trouble lies and will keep you informed of develop- 
ments. 

Very truly yours, 
J. A. SHELLENBERGER, 
Head of Department. 


[Translation] 


PFALZISCHE MUHLENWERKE, 


Mannheim, February 3, 1959. 
Our ref.: B6/Kn. 


Mr. Harvey BE. Bross, 
Rotterdam, Holland 


Dear Mr. Bross: The Association of German Industrial Mills, Bonn, gave us 
your address as the European representative of the European office of the Great 
Plains Wheat Growers of the United States of America. 

We have been using foreign wheats for well over five decades, amongst other 
U.S. wheat—we use more imported U.S. wheat than wheat from other foreign 
countries. Importing during so many years enabled us to get a certain insight 
into the various kinds and types of wheat and we have been able to compose our 
purchases from abroad in accordance with our needs. 

This letter will serve specially to draw your attention to the very varying 
quality, during the last 6 months, of the No. 2 North Spring wheat or No. 2 Dark 
North Spring wheat that we received. 

Our researchers tell us that cargoes from Albany have fallen behind noticeably 
in quality whereas cargoes from gulf ports (Galveston, Houston) were much 
better. 

In our opinion, the North Spring wheat being a so-called summer wheat, should 
represent a quality that would be approximately the same as the Canadian wheat. 
Especially cargoes from Albany were disappointing in this respect, and so we felt 
obliged to inform our various importers that we wanted them to get cargoes from 
other ports instead of from Albany. 
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We also went into some research for the germinative force (viability) with re 
gard to one very, markedly inferior parcel. This was a parcel that arrived per 
steamship Birkenstein, which had loaded No, 2 Dark North Spring wheat in Al- 
bany. Unloading and transfer took place in Bremen on the 2d of January, 1959, 

The research as to germinative force which took place within 3 days after re- 
ceipt of the parcel, showed up following values: 

26 percent fully developed leaf- and root-germ (inative force). 
14 percent poorly developed leaf- and root-germ (inative force). 
39 percent beginning of germination. 

21 percent no germination at all. 

If, as proven by the results of our test, this wheat contains 60 percent granules 
which are not at all or only very weakly viable (germinative), then this would 
be, in our opinion, proof that we got a relatively old parcel of wheat, maybe 3 
years old. 

We know that the quality certificate for the receipt of the cargo is binding 
with respect to quality, so that we would not get a hearing in this respect in 
case we should decide to put in a formal protest (claim). 

However, we consider it not only advisable but really imperative to point 
out such deviations from required quality because there is undoubtedly danger 
that an ever-increasing amount of companies, using American wheat, will become 
unfavorably influenced by receiving such inferior cargoes and that therefore 
goodwill may be lost and chances to do business will decrease. 

We sincerely hope that by addressing this problem to you, we will be heard and 
that you will be able to follow up such complaints and get to the source of the 
trouble and also that you will be able to find out for yourself the correctness 
of our complaint. Once you have found the source, we feel confident that you 
will find ways and means to prevent that such inferior parcels will be loaded 
and exported in future. 

Should you want it, we hold a sample from this particular parcel for you for 
your own research. Just let us know if you want it. 

We shall be glad if you should haye means to prove this special case and we 
are looking forward, with keen interest, to your reply for which we thank you 
in anticipation. 

Yours very truly, 
PFALZISCHE MU HLEN WERKE 
(Signed : by two members of the management (illegible) ). 


Norre.—Directors : Clemens Auer and Karl J. Maushart; chairman of tue board, 
solicitor and notary public, Prof. Dr. Robert Ellscheid. 


Report BY EvrRopEAN WHEAT Survey TEAM 


(Cooperative Project Between Nebraska and Kansas Wheat Commissions and 
Foreign Agricultural Service—USDA, September 26—November 13, 1957) 


Members of Survey Team: 

Nebraska : Carl Bruns, Chappell, president, Nebraska Wheat Growers Asso- 
ciation. 

Earl Lester, Edison, member of Nebraska Wheat Commission. 

Kansas: Dr. John Shellenberger, chairman, Department of Milling Industry, 
Kansas State College. 

W. W. Graber, administrator, Kansas Wheat Commission (Germany, Switz 
erland, and Italy). 

Foreign Agricultural Service: Arthur Cummings, Grain and Feed Division. 


This project is a cooperative venture between the Nebraska Wheatgrowers’ 
Association, the Kansas Wheat Commission, the Nebraska Wheat Commission, 
and the Foreign Agriculture Service of the U.S. Department of Agriculture. 

The European Wheat Survey Team having visited the countries of Germany, 
Switzerland, Italy, Greece, Austria, Finland, Holland, Belgium, and England 
during a period beginning September 26 and ending November 13, 1957, is well 
aware that the area is large and the problems confronting us are complex. Some 
of the countries visited had too little wheat, others too much unfit for good 
breadmaking. We were encouraged in the knowledge that every country visited 
needs the type of wheat we raise in the Hard Red Winter wheat area to blend 
with their soft wheats. We were saddened and chagrined to find the U.S. 
Hard Winter wheat not being used because even though it met U.S. grain 
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standards, it did not meet with the approval and requirements of our European 
customers. Briefly, in this day of strong competition between nations exporting 
wheat, the European buyer does not feel obligated to purchase a product of 
doubtful quality whose true identity is covered by loosely drawn grain standards, 

We have purposely made our report brief.. Within 30 days a joint meeting of 
the Nebraska Wheat Commission, the Kansas Wheat Commission, and all the 
members participating on the European Wheat Survey Team will be held. At 
this meeting reports of findings in each country visited will be given and the 
Foreign Agriculture Service and any interested members of the U.S. Department 
of Agriculture are invited to be present. 

We recommend and suggest the following: 

(1) That a permanent office be established in Europe whose objective shall 
be to promote Hard Winter Wheat. We did not have time to investigate the 
availability of office space, transportation and housing facilities. Limited obser- 
vation would cause us to favor Rotterdam, because it is one of the world’s major 
ports, centrally located with excellent access to inland waterways. 


Ratings of cargoes of wheat 


Excellent | Very good Good Fairly good Fair Poor 


U.8. wheat: 
Hard Red Winter-.....--- 0 0 y 14 20 2 
Hard Red Spring...---..-- 0 13 3 3 1 1 
Soviet wheat......-...-.- tdi 2 4 13 1 6 0 
Canadian wheat -.._...-.....- 3 35 34 10 4 1 
AEIOIING soak ant tem opideopwinng 0 il 19 20 2 0 





Average of classes of wheat imports by countries sampled in Europe: Canadian, very 
good; Russian, good; Argentine, good; U.S.A., fairly good. 


JoserH RANK, Ltp., 
London, England, February 19, 1959. 
W. GRABER, Esq., 
Kansas Wheat Commission, 
Hutchinson, Kans., U.8.A. 


Dear WALTER: I must apologize for not having replied to your letter of Jan- 
uary 14, earlier, but this was deliberate as I wished to wait until all the necessary 
facts and figures were before me. In the meantime I trust you will have received 
a copy of my letter to Lester Mort. 

You will remember that when I was visiting you in November, my firm bought 
two cargoes of 14 percent Hard Winters on the new Federal B. procedure 
certificate for protein. These vessels have now discharged here and the results 
are I think more encouraging. 

The steamship Sun Valley was loaded at the Sunset elevator, Galveston, 
and the official certificate showed 14 percent protein exactly, Our own figures on 
samples taken at discharge here have shown 14 percent at one port and 13.8 
percent at another port, with the moisture reported at Galveston as 11.4 percent 
and on arrival 11.2 percent. 

The steamship Merlin was loaded at the Cargill elevator, Port Arthur, and the 
official protein certificate showed 14.2 percent protein with a moisture of 11.1 
percent. I only have so far our laboratory report on the first port of discharge 
and this shows 13.9 percent protein and 12.4 percent moisture. 

Considering that these two shipments were made from the two elevators in 
the gulf ports which I favor least, I think they are reasonably satisfactory, 
and I can confirm that the first reaction in our firm is to encourage us to con- 
tinue with further purchases. Since I left the U.S.A. we have bought a further 
part cargo to London which is now discharging, and I will also let you have 
the technical details of this as soon as they reach my desk. 

I was very glad to see that the use of Federal appeal certificates for grading, 
and Federal protein certificates is growing, and I am quite sure that all you can 
do to help your grain inspection department increase its personnel will be well 
worthwhile. You will remember that when I was in Washington, a few minutes 
were devoted to discussing the complaints of English receivers of U.S. Yellow 
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Corn, and I understand that there has been a lengthy correspondence between 
the agricultural attaché’s office here and our corn trade associations on this side. 
There is a committee meeting at the end of this month which I shall probably 
be attending, at which I understand this subject will be discussed further, and 
if I hear of anything of interest I will let you know. 

I should like to draw your attention to the importance of several new factors 
that have arisen in the grain trade consequent upon the opening of the St. 
Lawrence Seaway. In addition to the purchase mentioned above, I have bought 
a small parcel of Hard Winter wheat which will be shipped) at the end of April 
from Duluth directly on an ocean vessel to London. My sellers inform me that 
this Hard Winter wheat was grown in Montana and I must say that it is a far 
superior sample in appearance to anything I have ever been able to buy from 
the gulf ports. It is of interest that I have received further offers from the 
same port for May and June shipment at prices below those for shipment from 
the gulf ports. As I know that one of the problems with which your organiza- 
tions were working was that of interior transport costs, it might be as well to 
study this aspect. It was of interest to me also to see that inasmuch as this 
wheat is presumably shipped from an area in which no milo corn is grown, the 
dockage was made up of rye. 

The St. Lawrence Seaway would seem to give the United States a great 
opportunity for increasing sales of wheat on this side. In addition to the 
Hard Winters mentioned above from Duluth, I have also bought for shipment 
in the same vessel some No. 1 Dark Northern Springs which were considerably 
below Canadian wheats at the time of purchase. Also I note that Red Winters 
from various lake ports, especially Chicago, have been very cheap indeed in 
our market, and fairly sizable sales have been made. 

John and I have to thank you for your most unusual presents. I am afraid 
they never got as far as the Baltic Exchange, as in my family at least, they 
were swooped upon by my children with shrieks of glee and quickly disappeared. 

We are still struggling to get the last few workmen out of the house, but we 
are fairly comfortably settled now and looking forward to seeing many of our 
friends there in the years to come. 

I projected the films of my trip the other day, and am happy to report that I 
have some magnificent shots of the elevators in Hutchinson. My one regret 
is that my attempt to take Carl Bruns wearing his bowler hat in Alliance is a 
failure. 

Please give my regards to your wife and to any of the many friends I made 
while I was in Kansas. 

With kind regards, 

Yours sincerely, 


Bos THom. 


JOSEPH RANK, LTp., 
London, England, March 6, 1959. 
W Graber, Esq., 
Kansas Wheat Commission, 
Hutchinson, Kans., U.S.A. 


Dear WALTER: Further to my letter of February 19, we have now received 
a further shipment of Hard Winter wheat by the steamship Rushpool. This 
vessel loaded 6,000 tons of 14-percent protein wheat at Houston public elevator, 
and the Federal certificate showed 14 percent protein at 11.9 percent moisture. 
Our own laboratory showed for the average of the samples taken at discharge 
14 percent at 11.6 percent moisture, which shows a remarkable degree of similar- 
ity. I had also on board for a special test, 500 tons of 15.5-percent protein 
wheat, and the official certificate for this showed 15.7 percent protein at 11 per- 
cent moisture. Here we found that the wheat varied considerably in the hold 
and various samples drawn during the discharge showed proteins ranging from 
15.2 percent to 15.8 percent, with moisture at 11 percent. On the whole therefore, 
it would appear that the Federal protein certificate is doing the job which we 
wanted. I shall continue to keep you posted on shipments as they come along. 

For your guidance we have bought a further cargo for March shipment from 
the gulf since I last wrote to you, and Spillers yesterday also bought a cargo 
for March-April 10 shipment. 

It is still there at the present moment that, as I mentioned in my last letter, 
Hard Winter wheat for shipment from Duluth for May onwards is cheaper than 
from the gulf ports. 
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I attended a national committee meeting the other day at which the problem 
of U.S. grade certificates referring to the many complaints on deliveries of 
Yellow corn was discussed. Dr. Shull took up this matter with the Inspection 
Service in Washington, but I must say that so far no reply has been received 
which is of any material assistance to receivers here. Dr. Shull has recom- 
mended that buyers ask for Federal appeal grade certificates, but at the same 
time has to admit that if all export shipments from the U.S.A. were requested 
to be on Federal appeal certificates, the Inspection Service could not cope. 

My father has been up in Geneva for several weeks now as one of the British 
delegation to the new International Wheat Agreement conference. He has just 
returned and I have also seen some of the Canadian and Australian delegates, 
and from all accounts it would appear most likely that a new agreement will 
be formed. 

With kind regards. 

Yours sincerely, 


R. R. THom. 


{From the High Plains Journal, of Dodge City, Kans., Nov. 27, 1958] 


Britons TELL or Loss oF WHEAT MARKET THROUGH UNSATISFACTORY U.S. 
CARGOES 


One of the largest wheat importing firms in England has suspended all pur- 
chases of Hard Red Winter wheat from the United States until such time as the 
firm can be certain they will receive the quality for which they are paying, a 
young Englishman told the joint annual meeting of the Kansas Wheat Commis- 
sion and the aKnsas Association of Wheat Growers at Hutchinson, November 18. 

Two English wheat buyers, representing the two largest wheat importing firms 
in the United Kingdom, spoke at the meeting on the quality of U.S. wheat eom- 
pared to wheat from other countries. 

They were Robert R. Thom, of Joseph Rank, Ltd., and J. A. C. Hosegood of 
Spillers, Ltd., both of London, England. 

Thom told the group, “It is of very great interest to us, who in London daily 
buy wheat from many different corners of the globe, to be able to come and see 
one of the most important producing areas of the world at close quarters.” 


NEED STRONG WHEATS 


Explaining the problem, Thom said, “In nearly every country in Europe today,, 
the governments are guaranteeing relatively high prices to their farmers to 
encourage the cultivation of wheat. These European wheats are very weak, al- 
though quite high yielding in flour, and in every country in Europe today one is 
obliged to use them under arrangements which vary from a voluntary commit- 
ment to use about 15 percent in the United Kingdom to compulsion to use 80 
percent in Belgium and Eire. 

“As a result, the European miller cannot afford to buy weak wheats, and tends 
to concentrate on strong wheats for the balance of his grist in order that he may 
produce a flour of adequate quality. 

“For reasons which are probably obvious, the main source of supply to the 
United Kingdom for this higher quality has always been Canada. The Canadian 
Government maintains very high standards of grading indeed, and year in, 
year out, we can be certain that Manitoba wheat will satisfy our technical re- 
quirements. It is probable, therefore, that a very large part of our requirements 
will always be bought from that country. 

“Some years ago, however, there was a new departure in that both ourselves 
(Joseph Rank, Ltd.) and our friends Messrs. Spillers, started to buy your Hard 
Winter wheat on a 14-percent guaranteed basis. Until very recently, my own 
firm was taking a million bushels a month of these wheats, and Messrs. Spillers, 
I should think, very nearly the same quantity. 

“We have, however, both been forced to revise our policy, due to dissatisfaction 
with the quality of the actual deliveries received, and a rise in your price which 
makes your wheat relatively less attractive. 

“For many years now, United Kingdom millers have never bought U.S. wheat 
simply on the basis.of the Government grade certificate. We feel that these 
certificates afford us very few real guarantees, and the main United Kingdom 
buyers acting together have forced exporters to sell to us a sealed sample basis. 
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“I know that in other countries of Europe, where for various reasons, pur- 
chases have been made of your No. 2 U.S. Hard Winter wheat on a certificate 
basis, there have been very serious complaints about the variability of the 
deliveries. 

NOT UP TO GUARANTEES 


“Despite all the extra guarantees which we in England have asked for, we 
have had some deliveries which have failed to come up to the standard which we 
need for our products, particularly in respect to protein. 

“I should emphasize that at the present moment, my own firm has suspended 
all purchases of your winter wheat until such time as we can be certain that we 
shall receive the quality for which we are paying, and for which, indeed, we 
are paying a premium.” 

Thom pointed out the severe grading system of the Canadian Government 
overseen by Government employees from the first country elevator to the last 
export elevator at the seaboard, which insures that all shipments from that 
country conform in every respect to the standards laid down. 

J. A. C. Hosegood, Spillers representative, followed Thom, and presented other 
phases of the wheat-buying problem in England. 

“Your problem over here is doubtless to dispose of your wheat at the best 
possible price,” he told the meeting. “Our problem is to see that our numerous 
mills are kept supplied with the qualities of wheat required to make a blend to 
produce the high grade of flour which is acceptable to consumers in our own 
country.” 

IMPORT 75 PERCENT OF WHEAT 


Hosegood commented on difficulties in the process and said, “In the United 
Kingdom we still are looking to the world at large for 75 percent or more of our 
wheat supplies. 

“Fortunately, from our point of view, we are able to purchase these quantities 
of wheat from any country in the world which has a surplus to sell and is will- 
ing to offer it. It is a highly technical task to discriminate and purchase the 
quality of wheat which is needed for the purposes of blending in our grist to 
produce the right flour, at a competitive price.” 

Describing the problem with wheat imported from the United States, Hose- 
good said, “The company I represent (Spillers, Ltd.) has for some time been 
using American Hard Winter wheat described as 14 percent protein, but we have 
on occasions been extremely disappointed with deliveries, and it is most essen- 
tial to us that such wheat should reach our mills of the quality as described at 
the time of sale. We are still using some of these wheats, but unless we can be 
quite certain that we get exactly what we buy, it is a matter for consideration 
whether we shall continue to do so,” 


QUESTIONS SESSION 


The two men answered a lively burst of questions from the audience concern- 
ing wheat qualities, mixing wheat, grain standards and certificates, as they 
affected the English operations. 

They pointed out that they have no recourse under the grade certificate, even 
if they suspect the shipment of wheat does not come up to standard. And, 
while they have been able to obtain some readjustment, money will not take the 
place of the kind of wheat needed in the mills. 


Mr. Grazer. I would like to call your attention to the “Survey of 
the Quality of European Wheat Imports” which occurred from 1954 
to 1956. Iam sorry, but I have only three copies of this left. I have 
given your secretary one copy and the gentleman over there a copy. 

I would like to call your attention to a statement in the preface on 
page 6, made by Dr. Shellenbarset the second paragraph of which 

us: 

Production for export has now reached such proportions that competition for 
export markets is keener today than at any time in history. Traditionally price 
was virtually the only factor of significance in determining the volume of wheat 
which a nation could dispose of in world markets. A relatively new factor as 
far as wheat export is concerned, that of quality, has entered the picture. It 


was that consideration which prompted this study of the milling and baking 
qualities of the wheat imported by European countries. 
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Now, in the summarization of the ratings of car of wheat, ac- 
cording to this report, the U.S. Hard Red Winter had no cargo that 
rated excellent; none that rated good; none that rated very good; 
none that rated good; 14 rated fairly good; 20 fair; and 2 poor. 

Of the Hard Red Spring wheat they had none that rated excellent; 
13 that rated very good; 9 that rated good; 18 fair, fairly good; 
3 fairly good; 1 fair; and 1 poor. 

The wheat from the Soviet Union that was inspected: 2 excellent; 
4 very good; 13 good; 1 fairly good ; 6 fair, and none poor. 

The Canadian wheat—now this is from his report—these are the 
summaries from his report. 

The Canadian wheat showed 3 excellent; 35 very good; 34 good;. 
10 fairly good ; 4 fair; and 1 poor. 

Argentina showed none excellent; 11 good ; 19 good; 20 fairly good; 
2 fair; and none poor. 

I am convinced that our exports of wheat have no good reputation 
compared with these other unions. 

Then on page 113 he shows an average of classes of wheat imports 
by countries sampled in Europe. He gives us the overall rating. 

Canadian is rated “very good.” 

Russian, “good.” 

Argentine, “good.” 

United States of America, “fairly good.” 

I think this is quite conclusive in determining the quality of wheat 
shipments that have gone to the foreign countries from the United 
States compared to other areas. 

The next thing I would like to bring your attention to is letters 
from the British importers that had stopped purchases of U.S. 
wheat, because they felt they were not receiving the quality of wheat 
for which they were paying. I received this letter from Mr, Thom 
of the Joseph Frank Co. I will point out portions of it, because it is 
too long to read it all. 


The SS Sun Valley was loaded at the Sunset elevator, Galveston, and the 
official certificate showed 14 percent protein exactly. Our own figures on sam- 
ples taken at discharge here have shown 14 percent at one port and 13.8 percent 
at another port, with the moisture reported at Galveston as 11.4 percent and on 
arrival 11.2 percent. 


These are shipments of wheat that were brought under a Federal 
appeal protein certificate. 


Secondly, the second cargo which they bought was on the SS. 
Merlin 


which was loaded at the Cargill Elevator, Port Arthur, and the official protein 
certificate showed 14.2 percent protein with a moisture of 11.1 percent. I 
only have so far our laboratory report on the first port of discharge and this 
shows 13.9 percent protein and 12.4 percent moisture. 

Considering that these two shipments were made from the two elevators 
in the gulf ports which I favor least, I think they are reasonably satisfactory, 
and I can confirm that the first reaction in our firm is to encourage us to 
continue with further purchases. Since I left the United States of America 
we have bought a further part cargo to London which is now discharging, and 
I will also let you have the technical details of this as soon as they reach 
my desk. 

I was very glad to see that the use of Federal appeal certificates for grading, 
and Federal protein certificates is growing, and I am quite sure that all you 
ean do to help your grain inspection department increase its personnel will 
be well worthwhile. You will remember that when I was in Washington a 
few minutes were devoted to discussing the complaints of English receivers 
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of U.S. Yellow corn; and I understand that there has been a lengthy corre- 
spondence between the agricultural attaché’s office here and our corn trade 
associations on this side. There is a committee meeting at the end of this 
month which I shall probably be attending, at which I understand this subject 
will be discussed further, and if I hear of anything of interest I will let you 
know. 


I would like to call your attention to the St. Lawrence Seaway at 
the end. 


The St. Lawrence Seaway would seem to give the United States a great 
opportunity for increasing sales of wheat on this side. In addition to the 
Hard Winters mentioned above from Duluth, I have also bought for shipment in 
the same vessel some No. 1 Dark Northern Springs which were considerably 
below Canadian wheats at the time of purchase. Also I note that Red Winters 
from various lake ports, especially Chicago, have been very cheap indeed in 
our market, and fairly sizable sales have been made. 


I would like to call your attention to the second letter in which 
he points out. the need for personnel at points of inspection, if we 
are to do the type of inspection which we hope to do. 

These are shipments that were satisfactory. 


DEAR WALTER: Further to my letter of the 19th February, we have now re- 
ceived a further shipment of Hard Winter wheat by the SS. Rushpool. This 
vessel loaded 6,000 tons of 14 percent protein wheat at Houston Public Elevator 
and the Federal certificate showed 14 percent protein at 11.9 percent moisture. 
Our own laboratory showed for the average of the samples taken at discharge 
14 percent at 11.6 moisture which shows a remarkable degree of similarity. I 
had also on board for a special test, 500 tons of 15.5 percent protein wheat, 
and the official certificate for this showed 15.7 percent protein at 11 percent 
moisture. Here we found that the wheat varied considerably in the hold 
and various samples drawn during the discharge showed protein ranging 
from 15.2 percent to 15.8 percent with moisture at 11 percent. On the whole 
therefore, it would appear that the Federal protein certificate is doing the job 
which we wanted. I shall continue to keep you posted on shipments as they 
come along. 

For your guidance we have bought a further cargo for March shipment from 
the gulf since I last wrote to you and Spillers yesterday also bought a cargo for 
March 10—April shipment. 

It is still true at the present moment that, as I mentioned in my last letter, 
Hard Winter wheat for shipment from Duluth for May onward is cheaper than 
from the gulf ports. 

I attended a national committee meeting the other day at which the problem 
of U.S. grade certificates referring to the many complaints on deliveries of yellow 
corn was discussed. Dr. Shull took up this matter with the Inspection Service 
in Washington, but I must say that so far no reply has been received which is 
of any material assistance to receivers here. Dr. Shull has recommended that 
buyers ask for Federal appeal grade certificates, but at the same time has to 
admit that if all export shipments from the United States of America were re- 
quested to be on Federal appeal certificates, the Inspection Service could not cope. 

My father has been up in Geneva for several weeks now as one of the British 
delegation to the new International Wheat Agreement Conference. He has just 
returned and I have also seen some of the Canadian and Australian delegates, 
and from all accounts it would appear most likely that a new agreement will be 
formed. 


And TI would also like to call attention to a speech which was made 
at the State association of wheatgrowers held in Hutchinson, Kans., 
which is published in the High Plains Journal of Dodee City, Kans., 
in which they speak of the reason why they stopped purchases of 
wheat. Inthe bottom paragraph it says in bold print: 


Some years ago there was a new departure in that both ourselves (Joseph 
Lant, Ltd.) and our friends Messrs. Spillers, started to buy your Hard Winter 
wheat on a 14 percent guaranteed basis. Until very recently, my own firm was 
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taking a million bushels a month of these wheats and Messrs. Spillers, I should 
think, very nearly the same quantity. 

We have both been forced to revise our policy due to dissatisfaction with the 
quality of the actual deliveries received and a rise in your price which makes 
your wheat relatively less attractive, 

For many years now United Kingdom millers have never bought U.S. wheat 
simply on the basis of the Government grade certificate. We feel that these 
certificates afford us very real guarantees and the main United Kingdom buyers 
acting together have forced exporters to sell to us a sealed sample basis. 

I know that in other countries of Europe where for various reasons purchases 
have been made of your No. 2 U.S. Hard Winter wheat on a certificate basis, there 
have been very serious complaints about the variability of the deliveries. 

Despite all the extra guarantees which we in England have asked for, we have 
had some deliveries which have failed to come up to the standard which we need 
for our products, particularly in respect to protein. 

I should emphasize that at the present moment, my own firm has suspended 
all purchases of your winter wheat until such time as we can be certain that 
we shall receive the quality for which we are paying and for which, indeed, we 


are paying a premium. 

Mr. Hosegood’s testimony, which you have, is very similar to this. 
Since we are running short of time, I will not go into that. 

We feel that there are three possibilities to help solve this problem: 
One is to export all cereal grains that go into export; the second is 
to export all wheat exports alone, which we are concerned with pri- 
marily at this point; and the third is to increase the present inspec- 
tion service to the point where it can adequately take care of the 
demands. 

Naturally, this is going to call for increased appropriations. We 
feel that the greatest possible source of obtaining this revenue would 
be from fees that are collected into the inspection at the present time— 
but which have to be turned over to the U.S. Treasury. 

If these fees could be left in the Department, sufficient help could 
be hired and personnel to carry out these inspections the way they 
should be. 

Another point that we want to call your attention to at this point 
is that on the St. Lawrence Seaway the boats that will be loaded on 
the Canadian side will be inspected by Canadian inspectors. We 
feel that it is very important that any cargoes of wheat representing 
American shipments of wheat should be inspected by U.S. inspectors. 

We feel that we should have U.S. Federal inspectors on all ports 
loading American wheat out, even on the Canadian side. 

This concludes my presentation. 

Mr. AvBert. We thank you, Mr. Graber, for your very interesting 
discussion which, according to my memory, is just about the opposite 
from what Dr. Shellenberger gave us when he was before the com- 
mittee. 

I am sorry I cannot stay here to hear your comments on that. I 
am going to turn the meeting over to Mr. Jones in a minute if he 
does not mind taking the gavel. 

When we adjourn today, we will meet again at 10 o’clock Monday, 
next, to hear witnesses from the Department. 

Are there any questions? 

Mr. Breeprne. Yes, I have some questions. 

Mr. Graber, you were talking about our shipments of wheat falling 


off. In your opinion, why is it falling off? What has caused the 
wheat to fall off? 
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Mr. Graser. Our limited personnel cannot be effective enough to 
do a good job. Furthermore, we have no Federal inspectors on the job 
from Friday evening until Monday morning. 

The people who are gathering samples at that time are approved 
by our Government inspectors, but the: Government inspectors have 
to come back on Monday morning and approve what has gone into 
the boat over that weekend. 

Mr. Breepine. What is happening when these inspectors are not 
there? What is going on? 

Mr. Graser. Grain trade, they hire samplers who sample it at the 
time of loading. I doubt very much, if you people were purchasers 
of wheat, that you would like to buy wheat with that type of inspec- 
tion system. 

Mr. Breeprnc. What are they putting in this wheat that makes it 
undesirable, that is causing our sales to fall off ? 

Mr. Graser. I think definitely that the most cargoes of wheat, as 
Mr. Shellenberger’s report pointed out, are possibly up to standards. 
But there are exceptions. The very vivid incident was when frosted 
Canadian wheat was mixed with good American wheat and it went 
into export and ruined our market in Switzerland. These British buy- 
ers whom I referred to here are men who were buying a million bushels 
of wheat per month from us, and who stopped buying because they 
felt that they were paying for wheat not up to specifications. 

Our agricultural attaché has definitely upheld them in this criticism, 
and I think it is important that: we follew criticisms of this type if we 
intend to stay in the business of marketing wheat to foreign countries. 

Mr. Breeptnc. What is the percentage of tolerance? You are 
allowed to dilute, are you not ! 

Mr. Grazer. On No. 1 wheat I think you are allowed one-half of 
1 percent foreign material. There are 1 percent of related cereal grain 
and 6 percent of vitreous grain and undesirable wheats in the ship- 
ment. That is in the No. 1 grade. 

Mr. Breepine. I noticed in one of your reports here that you did 
say that you were on this study that was made in Europe, along with 
Dr. Shellenberger ? 

Mr. GraBer. Yes, sir. 

Mr. Breepina. Did you know that he was in here about 10 days ago 
and gave testimony here before the committee just the opposite from 
what you said here this morning ? 

Mr. Graser. I understand he was here. 

Mr. Breepinc. Let me read you some of his testimony here. He 
says: 

Much to everyone's surprise, we found that out there were a total of 23 cargoes 
of U.S. wheat which graded differently on reinspection than was evident on the 
ocean bill of lading. And when they were reinspected in Chicago, there were 
only three that graded lower than on the ocean bill of lading, and the other 23 
higher. And there was no evidence as Mr. Cummings pointed out of our cargoes 


being loaded to the maximum with undesirable mixtures, broken kernels, and 
foreign material. 


Mr. Heimburger then asked him: 


I am glad to hear that, personally, because we have had numerous reports that 
that sort of thing was going on. 
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Further in the testimony, Mr. Shellenberger makes this remark. He 
said: 

I don’t mean to be a little facetious; I do not mean it to be that way, in what 
I now say. One of our troubles is that we have had too many people running 
around the world asking, “What is wrong with our wheat?” 

Wheat operators are good horse traders. I have never known one yet that 
said he was satisfied with it if you asked him. A good many of their compleints 
are simply rather traditional procedure of trying to get the best possible price. 

Now that was his testimony here in the committee. Do you agree 
with that testimony ? 

Mr. Grazer. I agree there is horse trading in anything, even in 

litics. ; 

Pe But I definitely think he is underrating the complaints of foreign 
buyers. When you see the trends of the markets in foreign countries, 
declining, there must be justification for these complaints. 

In the conclusions of this survey which Dr. Shellenberger himself 
made, they are not encouraging to shipments of American wheat, as 
you will see by these conclusions here. If you will rate these Ameri- 
can shipments, compared to Canadian shipments, Argentine ship- 
ments, and Soviet Union shipments, we definitely rate at the bottom of 
the ladder in all of these shipments. 

I feel that stronger inspection at the ports where we load these ships 
would definitely strengthen our position with foreign buyers. 

Mr. Breeptna. I notice you said our inspectors are presently really 
overloaded with inspections, much more so than they were just a few 

ears ago. 
5 Mr. Graper. Very definitely. We are asking a man today to make 
4,800 ae per year, against 3,200, 20 years ago. We are asking 
him to show possibly four or five more items on an inspection sheet 
today than we did 20 years ago. 

Mr. Breepine. How many more inspectors do you suggest we need ? 

Mr. Graser. We need at least 75 more inspectors than we have at 
the present time. That is an estimate, of course. I think this infor- 
mation should be gotten from the Department of Inspection con- 
cerning the amount of money that they would need and the amount 
of inspectors. 

Mr. Breeptnc. Has the Department ever indicated to you that they 
would be susceptible to more inspectors, or ever asked for additional 
appropriations for more inspectors ¢ 

r. Grazer. It is unfeasible to ask for additional appropriations. 
They have indicated that they are desperately in need of more help 
at the point of inspection. 

Mr. Breepine. But they refuse to go before the Appropriations 
Committee and ask for more because of the economy of this admin- 
istration presently ? 

Mr. Graper. Yes. 

Mr. Breepine. Just this morning I have a letter on my desk from 
the Department which you talk about and they do not suggest the 
appropriations. 

r. Graper. That is part of the thing that goes on in politics, as 
well as buying wheat. f think they would go along with the idea of 
letting these fees which they collect for fee services at points of in- 
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spection, if those would go into the Department of Inspection and re- 
main there, instead of being turned over to the Treasury, I think the 
program could be sufficiently financed. Those fees at present go into 
the general treasury. 

Mr. Hermpurcer. You mean, Mr. Graber, that there is currently be- 
ing paid in fees for export inspection, more than is being appropriated 
back out of the Treasury to carry on the work? 

Mr. Graser. Yes; it does not nearly pay for the cost of inspection. 

Mr. Hermpurcer. Then, actually, the exporters are paying for some- 
thing they are not getting; aren’t they? They are paying for an in- 
spection for which they are not getting dollar per dollar back ? 

Mr. Grazer. That is my feeling; yes. 

Mr. Breeprne. I would like to ask one more question: What is in 
this foreign wheat? You have seen it going over there. 

Mr. Grazer. I have four samples of wheat that we picked up in 
Western Europe and in South America: Two samples of No. 1 and two 
samples of No. 2. I would like to have you gentlemen look at this, 
and in your opinion, if it looks like wheat that is raised in the United 
States before it goes into export, if you would be satisfied buying it. 

Mr. Jones. While they are examining that, I would like to ask you 
a question., However, this inspection, would that have to reveal the 
protein content ? 

Mr. Grazer. Any buyer who has specified protein content, was sup- 
posed to get it, yes, but the protein analysis was made by private iced 

Mr. Jones. That is what I am getting at. Now, isn’t some of the 
difficulty—I am not trying to defend the Department but to get the 
facts here—isn’t some of this trouble with the private trade and also 
with the opposition of the private trade to raising the standards on 
waeeh we are selling this wheat? Doesn’t that come into the picture, 
also ? 

Mr. Graser. I think there is a problem there; yes. 

Mr. Jonzs. I know I had an experience in some of these foreign 
countries, and I remember, I think it was about 1955 we were in South 
America and we saw some cargoes of wheat there. We had the com- 
plaint that the foreign matter in that wheat, that our tolerances, we 
allowed more under our standards here in the United States than they 
did,say, from Canada. Now wasthat true? 

Mr. Graser. That is true. 

Mr. Jones. Now, whoshould correct that ? 

Mr. Graper. Your grain-grading standards would have to be 
changed to make that correction. 

Mr. Jones. They would have to be changed by the Department ? 

Mr. Graper. Yes. 

Mr. Jones. And one of the reasons—I have had a little experience 
with this and I have been on both sides of it and naturally, I am going 
to do what my producers and the people in my territory want—but 
at times I have been inclined to think that we have put too much pres- 
sure on the Department to prevent them from putting into effect 
standards that would help us in our foreign markets. 

Do you agree with that ? 

Mr. Graser. I will agree with that; yes, sir. 
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Mr. Jones. Well, now, I find myself in a rather peculiar position, 
trying to defend the Department up here; I am usually on the other 
side, but I want to be fair about this thing. 

You have said that there is a question of more inspectors. Now, 
if we do not make changes in sthnards, will increasing of the number 
of inspectors accomplish the full job? 

Mr. Graser. It will accomplish a portion of it. 

Furthermore, the Department of Inspection is now issuing a Fed- 
eral appeals certificate where the buyer can specify protein. In this 
Faery appeal certificate there must be Government inspection con- 
stautly during the loading of this ship. 

If all countries would start buying on a Federal a “ney certificate 
basis, we could not possibly keep up with the deaeeet or inspection. 

Mr. Jones. Just one more thing: I think that one thing that we 
are going to have to do—and we will have the Department up here, 
I think, Monday, and we will go into some of these things that you 
have called to our attention, and also we have another hearing relative 
to storage. , 

Now, one of the complaints here was the fact that some of this 
wheat that was taken overseas had evidently been in storage, I believe 
he indicated, for 3 years or more. 

Now, does that length of storage, in itself, discount the value of the 
wheat ? 

Mr. Grazer. I doubt very seriously that it does. We recently had 
an experiment conducted in wheat that was 33 years in storage; then 
it was milled, and the flour was very nearly the same quality as newly 
ground wheat. 

Mr. Jonegs. So, it is not the length of time it is in storage but the 
conditions under which it is stored that would have the effect; is that 
correct ? 

Mr. Graber. That is correct. 

Mr. Jones. Mr. Smith, do you have a question ? 

Mr. Smirn. As a matter of fact, Mr. Graber, we have wheat all 
over the western part of Kansas that has been in storage 6 or 7 years 
and is just as aad for milling wheat as the day it was when put there. 

Mr. Grazer. That is right. 

Mr. Smiru. Now, where did this milo wheat sample come from? 

Mr. Graser. In our grading standards. They are allowed 1 per- 
cent of any related Cena: It can be milo. 

Mr. Smirn. Now, you know that was not an accident? 

Mr. Graser, I said it was an accident? 

a Smiru. No. I say you do not believe it was an accident, do 
you 

Mr. Graser. Oh, no, certainly not. 

Mr. Smiru. From the price of milo and the price of wheat, we have 
a right to draw our conclusions from that, don’t we? 

Mr. Graser. Definitely. 

Mr. Smiru. Mr. Graber, isn’t it a fact that even with great power 
of the Government trying to run our business, that. the consumer is 
generally the one who determines the price as to quality? 

Mr, Grazer. Right. 

Mr. Smiru. Now, if the Government is going to get its hands into 
all of these programs, it is very essential that the Government, itself, 
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try to guarantee the quality of the product. Competition also does 
determine the price of a quality when you let it work freely. But, 
if the Government is going to do all of this, we have to guarantee that 
quality or we are going out of business. 

Now, does the Canadian Government sell, by bulk or by sacks? 

Mr. Graser. Bulk, primarily. Some goes by sack to countries 
where it does not have unloading facilities, where it must go by sack. 

Mr. Smiru. Then the sampling does not enter into this? 

Mr. Graper. True. 

Mr. Suir. Isn’t it true that the handling of wheat by these con- 
veyor belts, half and three-quarters of a mile long, that it is much 
more difficult to inspect wheat than it used to be when we had not 
quite so much finesse in the way we do things? 

Mr. Graper. I would question that. 1 think if we staff ourselves 
with enough personnel we can inspect it just as well. I think modern 
means of gathering samples, some automatic samplers, could remedy 
that situation very quickly. In any event, in my opinion we have not 
kept pace in our inspection with the terrific increase in volume, which 
was clearly pointed out by the number of inspectors and the amount 
of grain we are moving today compared to 20 years ago. 

Mr. Suiru. That is all. 

Mr. Jones. Mr. Breeding, did you have another question ? 

Mr. Breeprne. No. Go ahead. 

Mr. Jones. Mr. Short? 

Mr. Suort. There is just one phase of this thing that I was inter- 
ested in. It related a little bit to what Mr. Smith was mentioning, if 
the delivery of this wheat, as to quality, rested with a commercial 
concern whose future business was dependent on maintaining a cer- 
tain quality, it seems to me there would not be any question about 
them keeping the quality up as high as it was necessary to retain 
their business. In the picture here comes the fact that this wheat 
that is changing hands and is being exported is wheat that has been 
in the Government’s hands in some category or other, in storage and is 
now being furnished to these foreign countries without any proper 
competitive aspects of buying. Isn’t that true? 

Mr. Graper. I think maybe to some extent. It could be true. 

Mr. Snort. I just cannot conceive, sir, of a private grain dealer 
knowingly detracting from the value of the product that he furnishes, 
oo he kiiows that it is going to detract from his business in the 

uture. 

Mr. Surrn. I want to make this observation: To me it is just as 
clear a picture as that picture back there on the wall. These ex- 
porters, when they sell this wheat, and we all deal with exporters, 
private individuals in selling their wheat, when anything goes wrong 
with the wheat they say, “The Government, it is the Government 
wheat, and that is why we cannot control it.” 

That is what is going on, and you know it is what is going on. They 
always come back oe lay it on the Government, as to the quality 
of this wheat. 

Mr. Jones. Mr. Breeding? 

Mr. Breeprne. Following up on Mr. Short’s statement there: This 
mixture is not by a grain dealer locally; where does it take place? 

Mr. Grazer. At the points where we load the ships, in my opinion. 
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Mr. Breeping. Now, after it goes off the farm of the grain dealer 
we have circumstances there that we have to meet, and then we have 
pollution to the point of 1 or 2 percent, we are docked at the farm, 
at the elevator; most all of that that goes into the elevator from our 
country is clean No. 1 wheat. It Would be clean, would not have milo, 
oats, or barley in it, would it ? 

Mr. Graver. It would not have that or any related cereal grain, 
because they would condemn it and make you take it home for live- 
stock feed or dock you so severely you would hate to sell it on the 
market. 

Mr. Breepina. If we clean up our export markets, do you think we 
would again get this business that we have lost ? 

Mr. Grazer. We had these two British millers in the United States 
and had them lined up on buying wheat under a Federal appeal 
certificate, and they could specify anything they wanted in this cer- 
tificate, they are back in the business of buying wheat. They bought 
a million bushels in January and another in February. 

Mr. Breepine. Hasn’t that been true, that exporters of other coun- 
tries have had no chance to appeal to the country, and anybody in this 
country, when they get inferior wheat? Wasn’t it because of this, 
and principally your effort, that created this Federal appeal 
certificate ? 

Mr. Graper. Yes, sir. 

Mr. Jonrs. Do you have another question, Mr. Heimburger? 

Mr. Hermpurcer. Yes, sir. 

I would like to go a little further into the matter that Mr. Breed- 
ing discussed a moment ago. 

r. Graber, since you have been testifying I have read over Dr. 
Shellenberger’s testimony about four of five times, and each time I 
read it, I become more puzzled. 

Now, Dr. Shellenberger ee here on February 26, he hap- 
pened to be in the room at the time this subject was brought up by 
the chairman, and the distinct impression he gave the committee, at 
that time, was that this problem was of very minimal character, that 
it probably did not exist at all; the whole matter of poor quality ex- 
ports that you have testified about here today. 

Did Dr. Shellenberger concur in the report that you made, that 
you have printed there? 

Mr. Grazer. In this report on the survey ? 

Mr. Hermpourcer. Yes, sir. 

Mr. Graper. Yes, sir. 

Mr. Hermeurcer. He did not express a minority opinion or any- 
thing of that nature ? 

Mr. Graser. No. 

Mr. Hermecurcer. Well, now, Mr. Chairman, I would like to read 
about two pages from the transcript of the hearing on February 26 
and get Mr. Graber’s comment on it. 

Following some questions the chairman had asked, I asked Mr. 
Cummings, from the Department of Agriculture, this question: 

“But, isn’t it possible that some of the disappointment foreign buy- 
ers have expressed over American wheat stems from the fact that they 
may look at a sample of wheat in Kansas City or Minneapolis, of a 
certain grade, and decide to buy this wheat, it looks pretty good. 
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Then when they get it in their country, delivered to them, it is at the 
very minimum for that particular grade because the wheat has been 
slugged when it gets to the seaport by the exporting company by ad- 
ding to it trash and extraneous matter right up to the maximum al- 
lowance for the grade?” 

He said : “That could be possible.” 

I said : “Do you think it might have happened ?” 

He said: “I never saw anything like that. But in our report, I 
think we took samples of about 40-some cargoes, maybe more than that 
one ig and in analyzing this—and this is a book that was published 
by the Kansas Experimental Station, and Dr. Shellenberger who did 
this work in here in the room—and it shows that the samples that were 
taken in about four or five ports in Europe of American wheat, that 
was just the ordinary run of wheat, shows that our grades did not hit 
the top. It was about the average middle way. 

“T believe Dr. Shellenberger can enlighten you more on that be- 
cause he was the man over there helping to obtain the samples.” 

“He sampled 42 cargoes?” I asked. 

He said: “Not 42 American cargoes. Do you remember how many, 
Doctor” turning to Dr. Shellenberger. 

Then Dr. Shellenberger said, “We sampled about 400 cargoes sam- 
ples of wheat from all over the world.” 

I said, “Mr. Chairman, may we have him relate to us what his 
experience was and the quality of American wheat ?” 

{ then asked Dr. Shellenberger : 

“Since this question has been brought up, can you tell us very 
briefly what your experience was in comparing the grade of Amer!- 
can wheat arriving in Europe with our own grade standards and 
with that of other countries?” 

Dr. Shellenberger said: “I think Mr. Cummings covered it essen- 
tially. Much to everyone’s surprise we found that there were a total 
of 23 cargoes of U.S. wheat which graded differently on reinspection 
than was evident on the ocean bill of lading. And when they were 
reinspected in Chicago, there were only 3 that graded lower than on 
the ocean bill of lading and the other 23 higher. And there was no 
evidence, as Mr. Cummings pointed out, of our cargoes being loaded 
to the maximum with undesirable mixtures, broken kernels, and for- 
eign material.” 

Now, what has happened to Dr. Shellenberger in the meantime? 
Has he done some more research on this and changed his opinion since 
he wrote that report ? 

Mr. GRaBeER. That report was made in 1954 to 1956. I think 
changes have taken place since then. I would like to refer you to 

age 113, table 18, in this report that he produced. We felt it would 
help clear up some of these situations. 

In this report on classifications by countries, he rates in Hard Red 
Spring wheat, rates American wheat as “Very good.” 

Canadian as “Very good.” 

In Hard Red Winter, which includes the United States, Russia, 
and Argentina as principal exporters, he rates U.S.S.R. wheat “Good.” 
He rates Argentine wheat as “Good” and United States of America 
wheat as “Fairly good.” 

This is the overall conclusion of this entire report. 
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Well, I doubt that running fourth in this type of race is going 
to develop wheat markets in foreign countries. I doubt it very much. 
I doubt if Dr. Shellenberger would concur with that. 

The thing I think he points out is that virtually all the cargoes 
he inspected in 1954 were up to the American grading standards, 
which have been tightened once since that time. But they are still 
very loose compared to Canadian standards. 

Mr. Jones. Does that conclude your questioning ? 

Mr. Hermpurcer. Yes. 

Mr. Jones. One other question before we leave. On this table 
“World exports by countries of origin and destination,” showing the 
comparison of United States and Canadian wheat and flour exports, 
I take it those were all, both private and Government exports? 

Mr. Graser. That is the total. 

Mr. Jones. Now, that shows, in most instances, where the Canadian 
exports have gone up and the U.S. exports have gone down. 

ow, do you think that most of that is attributable to the quality 
of the wheat and the preference of the buyer for Canadian wheat? 
Or was there some other element in there ? 

Mr. Graser. I think our grading standard has a great deal to do 
with it. By way of comparison, every bushel of wheat that goes 
into export out of Canada is screened. Every bushel of wheat that 
leaves the United States, even on No. 1 wheat, we put in everything 
that the American grading standards allow. You cannot compete 
clean wheat with wheat that has all the allowable tolerances in it 
in a foreign market and continue to develop markets. 

Mr. Jongs. Well, of course, from time to time we have understood 
that before we could make sales of Government wheat, that there 
was at least some inquiry made to the Canadian Government, and 
do you know, or do you have any opinion, as to whether or not there 
might have been some political implications in these sales or not? 

Mr. Graser. I would be in no position to answer that question. 

Mr. Jones. Are there any other questions? If not, we will stand 
adjourned. 

The committee will meet again Monday morning, at 10 o’clock, 
when the Department will be here. 

(At 12:10 p.m. the subcommittee recessed, to reconvene again at 
10 a.m., Monday, March 23, 1959.) 
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WHEAT PRICE SUPPORTS AND MARKETING QUOTAS* 


MONDAY, MARCH 23, 1959 


House OF REPRESENTATIVES, 
Commopity SUBCOMMITTEE ON WHEAT 
OF THE COMMITTEE ON AGRICULTURE, 
Washington, D.C. 


The subcommittee met, pursuant to recess, at 10 a.m., in room 1310, 
New House Office Building, Hon. Carl Albert (chairman of the sub- 
committee) presiding. 

Present: Representatives Albert, Jones of Missouri, Breeding, 
Belcher, Smith of Kansas, Short, and Latta. 

Also present: Representatives Poage, Hagen, McIntire, and An- 
derson of Montana. 

Christine S. Gallagher, clerk; John J. Heimburger, counsel. 

Mr. Apert. The subcommittee will please come to order. 

(H.R. 3436, H.R. 5378, and H.R. 5443 are as follows:) 


[H.R. 3436, 86th Cong., Ist Sess.): 


A BILL To amend the wheat marketing quota provisions of the Agricultural Adjustment 
Act of 1938, as amended 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 334(e) of the Agricultural Ad- 
justment Act of 1938, as amended (7 U.S.C. 1334), is amended to read as follows: 

“(e) Notwithstanding any other provision of this Act, the Secretary shall 
increase the farm marketing quotas and acreage allotments for the 1959 crop of 
wheat for farms located in counties in the States of North Dakota, Minnesota, 
Montana, South Dakota, and California, designated by the Secretary as counties 
which (1) are capable of producing durum wheat (class II) and (2) have pro- 
duced such wheat for commercial food products during one or more of the seven 
years 1952 through 1958. The increase in the wheat acreage allotment for any 
farm shall be conditioned upon the production of durum wheat (class II) on 
such increased acreage. The increased allotment shall be determined by adding 
to the allotment established without regard to this subsection (hereinafter re- 
ferred to as the ‘original allotment’) an acreage equal to the acreage by which 
the original allotment exceeds the 1959 acreage on the farm of classes of wheat 
other than durum wheat (class II) (hereinafter referred to as ‘other wheat’), 
but such increased allotment shall not exceed the smaller of the cropland on the 
farm well suited to wheat or the wheat acreage on the farm: Provided, That 
for the purposes of this subsection (1) the original allotment for each farm 
shall be not less than fifteen acres, and (2) varieties of class II (durum 
wheat) known as ‘Golden Ball’ and ‘Peliss’ shall be regarded as ‘other wheat’. 
Notwithstanding any other provision of this subsection, (1) no acreage allot- 
ment shall be increased under this subsection by more than sixty acres, 
and (2) no acreage allotment shall be increased under this subsection for any 
farm on which the producer knowingly devotes to the production of other wheat 
an acreage in excess of the acreage allotment established without regard to this 





(*See “Durum Wheat” hearing of Mar. 18, 1959, beginning on 
p. 367.) 
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subsection (and particularly without regard to clause (1) of the foregoing pro- 
viso). 

“The increases in wheat acreage allotments authorized by this subsection shall 
be in addition to the National, State, and county wheat acreage allotments, and 
the acreage of durum wheat (class II) on such increased allotments shall not be 
considered in establishing future State, county, and farm acreage allotments. 

“The provisions of paragraph (6) of Public Law 74, Seventy-seventh Con- 
gress (7 U.S.C. 1340(6)), and section 326(b) of this Act, relating to the reduc- 
tion of the storage amount of wheat shall apply to the allotment for the farm 
established without regard to this subsection and not to the increased allot- 
ment under this subsection— 

“(1) the ‘farm acreage allotment’ shall be the allotment established with- 
out regard to this subsection and not the increased allotment under this sub- 
section, and 

“*(2) each acre planted to durum wheat (class II) shall count as one-half 
acre of wheat. 

For the purposes of this subsection, ‘wheat acreage on the farms’ shall include 
acreage in the wheat acreage reserve.” 


[H.R. 5378, 86th Cong., lst Sess.} 
A BILL Relating to acreage allotments for durum wheat 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That section 334(e) of the Agricultural 
Adjustment Act of 1949, as amended, relating to increased allotments for durum 
wheat, is amended to read as follows: 

“(e) (1) Upon receipt by the Secretary of a recommendation of the Advisory 
Committee appointed pursuant to paragraph (2) for an increase in the acreage 
allotments of farms producing durum wheat, the Secretary shall consider such 
recommendation and, if he finds that the wheat acreage allotments of such farms 
are inadequate to provide for the production of a sufficient quantity of durum 
wheat to satisfy the demand therefor, the wheat acreage allotment of each farm 
located in a county in the States of North Dakota, Minnesota, Montana, South 
Dakota, and California designated by the Secretary as a county which (1) is 
capable of producing durum wheat, and (2) has produced such wheat for com- 
mercial food products during one or more of the five years immediately preced- 
ing the year for which such allotment was made, shall be increased for the crop 
planted in the calendar year in which such determination is made by such uni- 
form percentage as he deems necessary to provide for such quantity. No in- 
crease shall be made under this subsection in the wheat acreage allotment of 
any farm for any year if any wheat other durum wheat is planted on such farm 
for such year. In increases in wheat acreage allotments authorized by this sub- 
section shall be in addition to the Nation, State, and county wheat acreage 
allotments, and such increases shall not be considered in establishing future 
State, county, and farm allotments. The provisions of paragraph (6) of Publie 
Law 74, Seventy-seventh Congress (7 U.S.C. 1340(6) ), and section 326(b) of this 
Act, relating to the reduction of the storage amount of wheat shall apply to the 
allotment for the farm established without regard to this subsecion and not to 
the increased allotment under this subsection. As used in this subsection the 
term ‘durum wheat’ means durum wheat (class II) other than the varieties 
known as ‘Golden Ball’ and ‘Peliss’. 

“(2) There is hereby established an Advisory Committee to be appointed by 
the Secretary which shall be composed of five members who shall be representa- 
tive of the growers of durum wheat, two members who shall be representative 
of the millers of such wheat, and two members who shall be representative of 
the manufacturers of macaroni or similar products processed in whole or sub- 
stantial part from durum wheat. Members of the Advisory Committee shall 
serve for terms of three years except that (i) the terms of one-third of the 
members first appointed shall expire, as designated by the Secretary at the time 
of appointment, at the end of 1, 2, and 3 years, respectively, following the date of 
enactment of this Act, and (ii) any member appointed to fill a vacancy caused 
by death or resignation shall be appointed for the unexpired term of his prede- 
cessor. Persons appointed as representative of any of the foregoing groups shall 
be chosen from among persons suggested by the members of such group or by 
any association or other organization of such members. Members of the Ad- 
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visory Committee shall be paid compensation at the rate of $50 per diem when 
engaged in the work of the Committee, including travel time, and shall 
be allowed travel expenses and per diem in lieu of subsistence as authorized by 
law (5 U.S.C. 73b-2) for persons in the Government service employed intermit- 
tently and receiving compensation on a per diem when actually employed basis. 
The Advisory Committee shall meet at least once each year at a time designated 
by the Secretary, and at such other times as may be designated by the Secretary 
or by a majority of the members. 

“(3) It shall be the duty of the Advisory Committee to make studies for the 
purpose of ascertaining the estimated production of durum wheat and the esti- 
mated demand for such wheat and the products thereof. In any case in which 
the Advisory Committee determines that for any year such estimated demand 
will exceed such estimated production, it shall determine the extent to which 
farm acreage allotments should be increased in order to supply the deficiency and 
shall recommend such increases to the Secretary. The Secretary shall make 
available to the Advisory Committee any statistical and other data in the 
possession of the Department of Agriculture, and such technical, secretarial, 
or other assistance, as may be necessary to enable the Advisory Committee to 
perform its duties under this subsection.” 


[H.R. 5443, 86th Cong., 1st Sess. ] 


A BILL Relating to acreage allotments for durum wheat 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That section 334(e) of the Agricul- 
tural Adjustment Act of 1949, as amended, relating to increased allotments for 
durum wheat, is amended to read as follows: 

“(e)(1) Upon receipt by the Secretary of a recommendation of the Advisory 
Committee appointed pursuant to paragraph (2) for an increase in the acreage 
allotments of farms producing durum wheat, the Secretary shall consider such 
recommendation and, if he finds that the wheat acreage allotments of such 
farms are inadequate to provide for the production of a sufficient quantity of 
durum wheat to satisfy the demand therefor, the wheat acreage allotment of 
each farm located in a county in the States of North Dakota, Minnesota, Mon- 
tana, South Dakota, and California designated by the Secretary as a county 
which (1) is capable of producing durum wheat, and (2) has produced such 
wheat for commercial food products during one or more of the five years 
immediately preceding the year for which such allotment was made shall be 
increased for the crop planted in the calendar year in which such determination 
is made by such uniform percentage as he deems necessary to provide for such 
quantity. No increase shall be made under this subsection in the wheat acre- 
age allotment of any farm for any year if any wheat other than durum wheat 
is planted on such farm for such year. Any increases in wheat acreage allot- 
ments authorized by this subsection shall be in addition to the National, State, 
and county wheat acreage allotments, and such increases shall not be con- 
sidered in establishing future State, county, and farm allotments. The pro- 
visions of paragraph (6) of Public Law 74, Seventy-seventh Congress (7 U.S.C. 
1340(6)), and section 326(b) of this Act, relating to the reduction of the stor- 
age amount of wheat shall apply to the allotment for the farm established 
without regard to this subsection and not to the increased allotment under this 
subsection. As used in this subsection the term ‘durum wheat’ means durum 
wheat (class II) other than the varieties known as ‘Golden Ball’ and ‘Peliss’. 

“(2) There is hereby established an Advisory Committee to be appointed by 
the Secretary which shall be composed of five members who shall be represent- 
ative of the growers of durum wheat, two members who shall be representative 
of the millers of such wheat, and two members who shall be representative of 
the manufacturers of macaroni or similar products processed in whole or 
substantial part from durum wheat. Members of the Advisory Committee 
shall serve for terms of three years except that (1) the terms of one-third 
of the members first appointed shall expire, as designated by the Secretary 
at the time of appointment, at the end of one, two, and three years, respectively, 
following the date of enactment of this Act, and (11) any member appointed 
to fill a vacancy caused by death or resignation shall be appointed for the 
unexpired term of his predecessor. Persons appointed as representative of 
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any of the foregoing groups shall be chosen from among persons suggested by 
the members of such group or by any association or other organization of 
such members. Members of the Advisory Committee shall be paid compen- 
sation at the rate of $50 per diem when engaged in the work of the Committee, 
including travel time, and shall be allowed travel expenses and per diem in 
lieu of subsistence as authorized by law (5 U.S.C. 73b-2) for persons in the 
Government service employed intermittently and receiving compensation on a 
per diem when actually employed basis. The Advisory Committee shall meet 
at least once each year at a time designated by the Secretary, and at such 
other times as may be designated by the Secretary or by a majority of the 
members. 

“(3) It shall be the duty of the Advisory Committee to make studies for 
the purpose of ascertaining the estimated production of durum wheat and the 
estimated demand for such wheat and the products thereof. In any case in 
which the Advisory Committee determines that for any year such estimated 
demand will exceed such estimated production, it shall determine the extent 
to which farm acreage allotments should be increased in order to supply the 
deficiency and shall recommend such increases to the Secretary. The Secre- 
tary shall make available to the Advisory Committee any statistical and other 
data in the possession of the Department of Agriculture, and such technical, 
secretarial, or other assistance, as may be necessary to enable the Advisory 
Committee to perform its duties under this subsection.” 

Mr. Arzert. We are continuing our hearings on wheat legislation 
this morning. We are pleased to have Mr. McLain and his associates 
from the Department of Agriculture here to testify. 

Since I may have to leave at about a quarter to 12, I will appre- 
ciate it if we can get underway as soon as possible. 

Mr. McLain, the committee is appreciative of your coming here this 


morning and we will let you proceed as you desire at this time. 


STATEMENT OF HON. MARVIN L. McLAIN, ASSISTANT SECRE- 
TARY; ACCOMPANIED BY MARTIN SORKIN, ASSISTANT TO THE 
SECRETARY; EDWARD SHULMAN, DEPUTY GENERAL COUNSEL; 
HOWARD ROONEY, DIRECTOR OF PRODUCTION, ADJUSTMENT 
DIVISION, GENERAL COUNSEL’S OFFICE; AND J. A. SATTERFIELD, 
AGRICULTURAL ECONOMIST, GRAIN DIVISION, COMMODITY STA- 
BILIZATION SERVICE, U.S. DEPARTMENT OF AGRICULTURE 


Mr. McLarn. Thank you, Mr. Chairman, and members of the com- 
mittee. I have a very brief statement which is a followup of the 
testimony of the Secretary when he was before the committee, also in 
compliance with your written request, Mr. Albert, we have prepared 
legislative language for the alternative proposals. I am prepared 
to indicate which of the alternates we would prefer. 

I appreciate this opportunity to meet with you today to outline the 
wheat problem and to review with you our alternative recommenda- 
tions for handling this major problem. It is obvious that major 
changes must be made in wheat legislation if a continued increase 
in the surplus of wheat is to be avoided. In view of the fact that 
the law requires a proclamation of the 1960 crop marketing quota 
levels by May 15, 1959, the time element is an urgent factor. 

Some weeks ago the Secretary appeared before this committee and 
presented the administration’s views on the overall farm situation. 
He also at that time spelled out his suggested alternative solutions to 
the wheat problem. I will review them briefly again. 
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THE WHEAT PROBLEM 


We now are facing a crisis in wheat. There’s no denying it or 
escaping it. This isa summary of the situation: 

1. Wheat carryover stocks are now expected to reach an all-time 
high of about 1.3 billion bushels as of July 1,1959. If we didn’t grow 
another bushel in 1959, we would still have enough wheat to meet 
all current domestic needs and probable exports and still have a carry- 
over of 325 million bushels into the next marketing year. However, 
a big crop is already forecast for 1959 and prospects are that we 
will add another 150 million to 200 million bushels to our stocks from 
the 1959 crop, bringing the total Federal investment to about $3.5 
billion. This carryover is expensive to store and expensive to pay 
interest on. 

2. The major reasons for this buildup are these: 

(a) Yields—A fantastic increase occurred in yield per acre pri- 
marily due to exceptionally good weather. The record yield of 27 
bushels per acre in 1958 was up about one-fourth above 1957. It has 
been gradually rising for a good many years. 

(6) Overplanting.—Allotments were overplanted by more than 6 
million acres in 1958, more than offsetting the 5 million acres placed in 
the acreage reserve. 

(c) Failure of production controls—Acreage allotments and mar- 
keting quotas, even when coupled with the acreage reserve, have proved 
to be inadequate to control production—one of the major objectives 
of the Agricultural Adjustment Act of 1938. 

(2) Too large a minimum national acreage allotment.—About 20 
years ago, when the Agricultural Adjustment Act of 1938, as amended, 
there was set a minimum national acreage allotment of 55 million acres, 
yields were less than 13 bushels per planted acre. In the 1950’s while 
average yields per planted acre have been nearly 18 bushels, yields for 
1957 and 1958 have averaged 22.5 bushels per acre on a planted basis. 
A normal wheat crop on this minimum will produce 1.2 billion bushels, 
or about 200 million bushels more than total requirements at current 
support levels. 

(e) Compliance on a harvested basis.—Y ields have shot up from 20.2 
bushels per acre in 1956 to 27.3 bushels per acre with the shift from a 
planted to a harvested basis to determine compliance with allotments 
and quotas. Under this arrangement farmers can overplant, keep the 
best acreage and destroy the poorest. These results are a step up in 
yield per harvested acre. 

(f) 15-acre exemption.—In 1941 Congress exempted farms produc- 
ing 15 acres or less from marketing quotas. The number of farms 
coming under this pager ser has expanded resulting in a cutback on 
acreage in the most efficient wheat areas. In 1958, 15-acre farms 
planted, more than doubled their allotments. Some 600 million bushels 
of the estimated 1.5 billion bushel carryover on July 1, 1960, will 
result from this provision since its enactment. 

(7) Basing marketing quota penalty on normal yields.—Actual 
yields have been well above norma!—for example, 27 bushels compared 
with a normal of 15 bushels in Kansas. As a result, no penalty was 

aid on 12 bushels per acre on each overplanted acreage on the average 
arm. 
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RECOMMENDATIONS BEGINNING WITH 1960 CROPS 


In aceordance with the President’s farm program message and the 
Secretary’s agreement when he testified recently before the Senate 
committee, we have submitted two alternatives for meeting some of the 
problems of wheat and have sent to the Senate committee drafts of 
the necessary legislation to implement these recommendations. At 

essman Albert’s request, we have brought copies for the use of 
the House committee. These alternative proposals are as follows: 


1. Relaxation of controls route 
(a) Acreage allotments and marketing quotas would be discon- 
tinued beginning with the 1963 crop. In the interim the Secretary 
would be given authority to increase the national acreage allotment 
by not more than 50 rhe under certain specified cdnditions. 
(6) Prices would be supported under either of these alternatives. 
(1) Alternative A: While controls are in effect (1960-62) sup- 
port would be not less than 75 percent nor more than 90 percent 
of the average price received by farmers during the preceding 3 
marketing years. Thereafter support would be 90 percent of 
such standard. 
(2) Alternative B: Support would be at a level not in excess 
of 90 percent of parity, using the eight factors contained in sec- 
tion 401(b) of the Agricultural Act of 1949. 


2. Continuation of controls route 
(a) Changes in controls.— 

(1) Revision of national acreage allotment: The 55 million 
acre minimum national acreage allotment would be repealed. 
As long as the carryover is more than 500 million bushels, the 
national acreage allotment would be based upon estimated do- 
mestic consumption for the crop for which the quota is being 
proclaimed plus estimated exports for dollars in the year in 
which the allotment is proclaimed. These exports would not 
include exports under titles I, II, and III of Public Law 480. 
In other years, that is in years when the carryover was less than 
500 million, the national acreage allotment would be based on 
the acreage necessary to make available a normal supply, as pres- 
ently defined. 

(2) Revised penalty: The ey rate would be raised to the 
full support level in place of the present 45 percent of May 1 
parity. The penalty would be based on the actual yield of the 
excess acreage rather than on the normal yield of the farm- 
marketing excess. In determining wheat acreage, acreages of 
mixtures would not be included if they contained less than 25 
percent (as compared with 50 percent or less at present) and 
would apply to the entire United States instead of only wheat 
mixture areas as at present. 

(3) Feed exemption repealed: The 30-acre exemption for 
wheat used on the farm where produced would be repealed. 

(4) 15-acre and 200-bushel exemption for marketing quotas 
repealed. 

(5) Voting eligibility: Eligibility would be based on wheat 
production in the previous year rather than on the year for 
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which the quota is being proclaimed. All who produced’ wheat 
in the previous year would be eligible to vote. This would en- 
franchise the some 60 percent of the wheatgrowers who presently 
are not authorized to vote in the marketing quota referendums. 

(6) Disposal of overplanted acres: This privilege would be 
denied to anyone who exceeded his allotment by more than 10 
percent, or 3 acres, whichever is higher. That would take care 
of the fellow who unintentionally overplanted. 

(b) Changes in price support route.— 

(1) Alternative A: Price support would be based on pee 
cent of the average price received by farmers in the p ing 
3 marketing years. 

(2) Alternative B: Price support would be at a level not to 
exceed 90 percent of parity price after considering the eight 
factors specified in section 401(b) of the Agricultural Act of 
1949. 

In the President’s recent message to the Congress he made the 
following statement : | 

Difficulties of the present program should not drive us to programs which 
would involve us in even greater trouble. I refer to direct payment pro- 
grams, which could soon make virtually all farm people dependent, for a large 
share of their income, upon annual appropriations from the Federal Treasury. 
I refer also to various multiple price programs, which would tax the American 
consumer so as to permit sale for feed and export at lower prices. 

The Department concurs with this statement. A review of the 
current multiple-price proposals for wheat does not provide any basis 
to cause us to revise our opinion. The same can be said for the 
direct-payment programs we have analyzed. 

While this discussion relates to nected changes in wheat-acreage 
allotment, marketing-quota and price-support provision, there are, of 
course, other legislative recommendations which we have made 
also affect wheat. These are as follows: 

(1) Extension of titles I and II of Public Law 480 for 1 year 
passed next December 31, at $1.5 billion for title I and $300 million 
additional for title II. Under these titles, over 600 million bushels 
of wheat have been exported. 

(2) Extension of the conservation reserve program beyond 1960, 
with greater emphasis on problems of adjustment in the wheat area. 

My colleagues and I shall be glad to answer questions you may 
have about the problems or the proposed legislative changes. 

At this point we would like to insert into the record. the accom- 
panying memorandum. 

r. Arpert. This statement? 

Mr. McLatn. That is right. 

Mr. Atsert. Without objection, this will be inserted in full at this 
point in the record. 

(The document is as follows :) 


DRAFTS OF LEGISLATIVE CHANGES 


Attached are drafts of the legislative changes, together with explanations 
thereof, that would be necessary to put into effect alternative proposals for 
wheat in accordance with the President’s agricultural message and the testimony 
a the Secretary at the recent hearing before the Agriculture and Forestry 

mmittee. 
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Relaration of controls 


The draft legislation to put into effect the proposal for relaxation of controls 
would discontinue acreage allotments and marketing quotas on wheat after 1962. 
In the 3-year period 1960-62 the Secretary would have authority to increase the 
national acreage allotment by not more than 50 percent. 

Alternative provisions are included for price support for wheat under this 
approach. 

Under alternative A, the level of price support for the 1960, 1961, and 1962 
crops of wheat would be not less than 75 percent or more than 90 percent of 
the average price received by farmers during the 3 preceding marketing years. 
The level of price support after 1962 would be 90 percent of the average price 
received for the 3 preceding years. 

Under alternative B, the level of price support for wheat, beginning with the 
1960 crop, would be at a level not in excess of 90 percent of parity determined 
after consideration of the factors specified in section 401(b) of the Agricultural 


Act of 1949. 


Control route 

As indicated, draft legislation is also enclosed for amendments to the acreage 
allotment and marketing-quota laws on wheat in order to make such legislation 
more effective, if the control approach is taken. 

Alternative provisions are also included for price support for wheat under 
this approach. 

Under alternative A, the level of price support for wheat, beginning with the 
1960 crop, would be 90 percent of the average price received by farmers during 
the 3 preceding marketing years. 

Under alternative B, the level of price support for wheat, beginning with the 
1960 crop, would be at a level not in excess of 90 percent of parity determined 
after consideration of the factors specified in section 401(b) of the Agricultural 
Act of 1949. 

In addition, the following basic changes in the present program would be made: 

1. The 55 million acre minimum national allotment would be repealed. When- 
ever the carryover is more than 500 million bushels the national allotment would 
be based on the estimated domestic consumption for the marketing year for the 
crop for which the national acreage allotment is proclaimed, plus the estimated 
exports for dollars for the marketing year in which the national acreage allot- 
ment is proclaimed, excluding exports under titles I, II, and III of Public Law 
480. When the carryover is less than 500 million bushels the national acreage 
allotment would be based on the acreage necessary to make available a normal 
supply. 

2. The farm marketing excess on which penalties would be paid would be ini- 
tially determined on double the normal yield per acre of the excess acres rather 
than on the normal yield per acre. However, if the producer established the 
actual yield on the farm the penalty would be paid on the number of bushels by 
which the actual production on the farm exceeded the actual production of the 
farm-acreage allotment determined on the basis of the actual average yield per 
harvested acre on the farm. The rate of penalty would be raised to the level 
of the support price. In determining the wheat acreage on a farm, acreages of 
wheat mixtures would not be included if they contained less than 25 percent of 
wheat. At the present time such acreage is not included if it contains less than 
50 percent of wheat. 

The present provisions, however, are applicable in counties designated by 
the Secretary as wheat-mixture counties, whereas the proposal would apply to 
the entire United States. 

3. The 30-acre maximum with respect to the feed-wheat exemption would be 
repealed. 

4. The 15-acre and 200-bushel exemptions would not be applicable with respect 
to the 1960 and subsequent crops of wheat and eligibility for voting in a refer- 
endum would be based upon the production of wheat for the crop harvested in 
the year preceding the year in which the referendum is held. At the present time, 
eligibility is absed on the farmer being subject to the quota which is being voted 
upon. 

5. The privilege of disposing of overplanted acreage in order to comply with 
the acreage allotment under section 374(c) would be eliminated with respect 
to wheat if the planted acreage exceeds the acreage allotment by more than 10 
percent or 3 acres. If a farm were overplanted in excess of this amount, there 
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would be no possibility of the farmer getting in compliance for price support pur- 
poses, and he would be subject to penalty unless he established that his actual 
production did not exceed the actual production of the acreage allotment. 


ALTERNATIVE 1 


DISCONTINUANCE OF ACREAGE ALLOTMENTS AND MARKETING QUOTAS ON WHEAT 


The Agricultural Adjustment Act of 1938, as amended, is amended: 

(1) By amending subsection (f) of section 335 by deleting item (1) and renum- 
bering items (2), (3), and (4) as items (1), (2), and (3), respectively. 

(2) By adding at the end of section 333 the following : 

“The national acreage allotment determined under the foregoing provisions 
of this section may be increased by not more than 50 per centum for any crop of 
wheat beginning with the 1960 crop if the Secretary determines that such increase 
is necessary in the interests of the welfare of the agricultural economy (1) to 
avoid hardships to wheat producers, (2) to meet potential market demands for 
wheat, (3) to avoid undue restrictions on production or marketings of wheat, 
(4) to prevent disruption in the orderly marketing of wheat, (5) to insure 
adequate farm income, or (6) because of any combination of the factors above.” 

(3) By adding the following new section: 

“Sec, 339. Notwithstanding any other provision of law, acreage allotments 
and marketing quotas shall not be established for the 1963 and subsequent crops 
of wheat.” 

PRICE SUPPORT 
Alternative A 

Title I of the Agricultural Act of 1949, as amended, is further amended by 
adding at the end thereof the following: 

“Src. 106. Nothwithstanding the provisions of section 101 of this Act, price 
support to cooperators for the 1960 crop, the 1961 crop, and the 1962 crop of 
wheat, respectively, if producers have not disapproved marketing quotas, shall 
be at such level not less than 75 per centum or more than 90 per centum of the 
average price received by farmers during the three marketing years immediately 
preceding the marketing year for such crop as the Secretary determines appro- 
priate after consideration of the factors specified in section 401(b) of this Act. 
Price support for each such crop of wheat in the case of noncooperators and in 
case marketing quotas are disapproved shall be as provided in section 101(d) 
(3) and (5). The level of price support for the 1963 crop and each subsequent 
crop of wheat shall be 90 per centum of the average price received by farmers 
during the three marketing years immediately preceding the marketing year for 
such crop. The Secretary shall determine and announce the support price for 
each crop of wheat in advance of the planting season on the basis of the statistics 


and other information avialable at that time, and such support price shall be 
final.” 


Alternative B 

Title I of the Agricultural Act of 1949, as amended, is further amended by 
adding at the end thereof the following: 

“Sec. 106. Notwithstanding the provisions of section 101 of this Act, if pro- 
ducers have not disapproved marketing quotas, price support for the 1960 and 
each subsequent crop of wheat shall be at such level not in excess of 90 per 
centum of the parity price therefore as the Secretary determines appropriate 
after consideration of the factors specified in section 401(b) of this Act. Price 
support for the 1960 crop, 1961 crop, and 1962 crop of wheat, respectively, in the 
case of noncooperators and in case marketing quotas are disapproved shall be as 
provided in section 101(d) (3) and (5).” 


Explanation 


The foregoing language would provide for relaxing controls for the 1960, 1961, 
and 1962 crops of wheat by authorizing the Secretary to increase the national 
acreage allotment for wheat up to 50 percent above the levels determined by 
existing formulas, and by removing the present 30-acre limit on the number of 
acres of wheat which may be grown for feed without penalty. Acreage allotments 
and marketing quotas on wheat would be discontinued after 1962. 

Alternative provisions for price support on wheat are included. Under alter- 
native A, the level of price support for the 1960, 1961, and 1962 crops of wheat 











266 WHEAT 


would be from 75 to 90 percent of the average price received by farmers during 
the 3 preceding marketing years determined in accordance with the general guide- 
lines in section 401(b) of the Agricultural Act of 1949. The level of price support 
after 1962 would be 90 percent of the average price received for the 3 preceding 
years. 

Under alternative B, price support for wheat, beginning with the 1960 crop, 
would be from 0 to 90 percent of parity determined in accordance with the general 
guidelines in section 401(b) of the Agricultural Act of 1949. 


ALTERNATIVE 2 


PRICE SUPPORT 
Alternative A 

Title I of the Agricultural Act of 1949, as amended, is further amended by 
adding at the end thereof the following : 

“Sec. 106. Notwithstanding the provisions of section 101 of this Act, beginning 
with the 1960 crop, the level of price support to cooperators for each erop of wheat, 
if producers have not disapproved marketing quotas, shall be 90 per centum of 
the average price received by farmers during the three marketing years imme- 
diately preceding the marketing year for such crop. Price support in the case 
of noncooperators and in case marketing quotas are disapproved shall be as 
provided in section 101(d) (3) and (5). The Secretary shall determine and 
announce the support price for each crop of wheat in advance of the planting 
season on the basis of the statistics and other information available at that time, 
and such support price shall be final.” 


Alternative B 


Title I of the Agricultural Act of 1949, as amended, is further amended by 
adding at the end thereof the following: 

“Sec. 106. Notwithstanding the provisions of section 101 of this Act, beginning 
with the 1960 crop, price support to cooperators for each crop of wheat, if 
producers have not disapproved marketing quotas, shall be at such level not 
in excess of 90 per centum of the parity price therefor as the Secretary de- 
termines appropriate after consideration of the factors specified in section 
401(b). Price support in the case of noncooperators and in case marketing 
quotas are disapproved shall be as provided in section 101(d) (3) and (5).” 


Explanation 


The foregoing language contains alternative provisions for price support for 
wheat. Under alternative A, the level of price support for wheat, beginning 
with the 1960 crop, would be 90 percent of the average price received by farmers 
during the three preceding marketing years. 

Under alternative B, price support for wheat, beginning with the 1960 crop, 
would be 0 to 90 percent of parity determined in accordance with the general 
guidelines in section 401(b) of the Agricultural Act of 1949. 


ACREAGE ALLOTMENT AND MARKETING Quota Provisions To Bre USED IN Con- 
NECTION WITH EITHER ALTERNATIVE A OR B IN CONNECTION WITH PRICE 
SUPPORTS 


1. Section 333 of the Agricultural Adjustment Act of 1938, as amended, is 
amended to read as follows: 

“Sec. 333. The national acreage allotment for any crop of wheat shall be 
that acreage which the Secretary determines will, on the basis of the national 
average yield for wheat, produce a quantity of wheat adequate, together with 
the estimated carryover at the beginning of the marketing year for such crop 
and imports, to make available a supply for such marketing year equal to the 
normal supply: Provided, That unless the estimated carryover at the beginning 
of the marketing year for such crop is less than 500 million bushels the national 
acreage allotment for such crop of wheat shall be that acreage which the Sec- 
retary determines will, on the basis of the national average yield for wheat, 
produce a quantity of wheat equal to the estimated domestic consumption for 
the marketing year for the crop for which the national acreage allotment is 
proclaimed plus the estimated exports for dollars for the marketing year in 
which the national acreage allotment is proclaimed. Estimated exports for 
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dollars shall not include wheat exported under titles I, Il, and III of Pub- 
lic Law 480, eighty-third Congress.” 

2. Section 335 of the Agricultural Adjustment Act of 1938, as amended, is 
amended effective beginning with the 1960 crop of wheat by amending subsec- 
tions (b), (c), and (d) thereof to read as follows: 

“(b) (1) If a national marketing quota is in effect for any marketing year, 
farm marketing quotas shall be in effect for the crop of wheat which is normally 
harvested in the calendar year in which such marketing year begins. 

“(2) The farm marketing quota for any crop of wheat shall be the actual 
production of the acreage planted to such crop of wheat on the farm less the 
farm marketing excess. The farm marketing excess shall be an amount equal to 
double the normal yield of wheat per acre established for the farm multiplied by 
the number of acres planted to such crop of wheat on the farm in excess of the 
farm acreage allotment for such crop unless the producer, in accordance with 
regulations prescribed by the Secretary and within the time prescribed therein, 
establishes to the satisfaction of the Secretary the actual production of such 
crop of wheat on the farm. If such actual production is so established the farm 
marketing excess shall be such actual production less the actual production of 
the farm wheat acreage allotment. 

“(3) Actual production of the farm wheat acreage allotment shall mean the 
actual average yield per harvested acre of wheat on the farm multiplied by the 
number of acres constituting the farm acreage allotment. In determining the 
actual average yield per harvested acre of wheat and the actual production of 
wheat on the farm any acreage utilized for feed without threshing after the 
wheat is headed, or available for such utilization at the time the actual produc- 
tion is determined, shall be considered harvested acreage and the production 
thereof in terms of grain shall be appraised in accordance with regulations pre- 
scribed by the Secretary and such production included in the actual production 
of wheat on the farm. 

“(4) Subject to section 374(c), as amended, the acreage planted to wheat on 
a farm shall include all acreage planted to wheat for any purpose and self-seeded 
(volunteer) wheat, except— 

“(i) Any acreage of self-seeded (volunteer) wheat that is disposed of 
prior to harvest in accordance with regulations prescribed by the Secretary ; 

“(ii) Any acreage of wheat which is planted for cover crop in counties 
designated by the Secretary as counties where wheat is normally used as 
eover crop and which is disposed of prior to harvest in accordance with 
regulations prescribed by the Secretary ; and 

“(iii) Any acreage of wheat planted with other grain which is disposed 
of prior to harvest in accordance with regulations prescribed by the Secre- 
tary or with respect to which the producer establishes to the satisfaction of 
the Secretary in accordance with regulations prescribed by the Secretary 
that the quantity of wheat planted in the mixture did not exceed 25 per 
centum of the seeded mixture by weight and the actual production of the 
acreage planted to the mixture did not contain more than 25 per centum of 
wheat by weight. 

“(c) (1) Whenever a farm marketing quota is in effect for any crop of wheat 
the farm marketing excess for such crop shall be regarded as available for mar- 
keting and the producers thereof shall be subject to a penalty on such farm 
marketing excess at a rate per bushel equal to the basic level of price support 
established for such crop of wheat under the Agricultural Act of 1949, as 
amended. 

“(2) The Secretary shall issue regulations under which the farm marketing 
excess may be stored or delivered to him. Upon failure to store or deliver the 
farm marketing excess to the Secretary within such time as may be prescribed 
under such regulations the penalty computed as aforesaid shall be paid by the 
producers. 

“(3) Any wheat delivered to the Secretary hereunder shall become the prop- 
erty of the United States and shall be disposed of by the Secretary for relief 
purposes in the United States or foreign countries or in such manner as he shall 
determine will divert it from the normal channels of trade and commerce. 

“(4) The penalty upon wheat stored shall be paid by the producers at the 
time and to the extent of any depletion in the amount of wheat so stored except 
depletion resulting from some cause beyond the control of the producers. 
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“(5) Until the producers on any farm store, deliver to the Secretary, or pay 
the penalty on the farm marketing excess of any crop of wheat the entire crop 
of wheat produced on the farm shall be subject to a lien in favor of the United 
States for the amount of the penalty. 

“(6) Until the farm marketing excess of wheat is stored or delivered to the 
Secretary or the penalty thereon is paid each bushel of wheat produced on the 
farm of the crop for which the farm marketing excess is determined which is 
acquired from the producer by any person within the United States shall be 
subject to the penalty per bushel as specified in this subsection (b), and such 
penalty shall be paid by the person who acquires the wheat from the producer. 
The person so acquiring the wheat, if the wheat is acquired by sale, may deduct 
an amount equivalent to the penalty from the price paid to the producer. 

“(7) Whenever the planted acreage of the then current crop of wheat on any 
farm is less than the farm wheat acreage allotment for such crop, the total 
amount of wheat from any previous crops required to be stored by the producers 
of the current crop in order to postpone or avoid payment of penalty hereunder 
or under Public Law 74, 77th Congress, upon application of the producers of the 
current crop in accordance with regulations prescribed by the Secretary, shall 
be reduced by an amount which is equal to the normal production of the number 
of acres by which the farm acreage allotment exceeds the planted acreage. 
Whenever the actual production of any current crop of wheat on any farm is 
less than the normal production of the farm acreage allotment for such crop of 
wheat the total amount of wheat from any previous crops required to be stored 
by the producers of the current crop in order to postpone or avoid payment of 
penalty hereunder or under Public Law 74, 77th Congress, upon application of 
the producers of the current crop in accordance with regulations prescribed by 
the Secretary, shall be reduced by an amount equal to the amount by which the 
normal production of the farm acreage allotment for such crop exceeds the 
actual production of such crop plus any amount released from storage here- 
under by reason of the underplanting of the acreage allotment for such crop. 

“(d) If farm marketing quotas are not in effect for any crop of wheat then 
effective as of the first day of the marketing year for such crop all farm mar- 
keting quotas applicable to previous crops of wheat shall be terminated, except 
that all penalties due and owing prior to the effective date of said termination 
shall remain in full force and effect.” 

38. Subsection (f) of section 335 of the Agricultural Adjustment Act of 1938, 
as amended, is amended effective with respect to the 1960 and subsequent crops 
of wheat as follows: Delete item (1) and renumber items (2), (3), and (4) 
as items (1), (2), and (3), respectively. 

4. Section 336 of the Agricultural Adjustment Act of 1938, as amended, is 
amended to read as follows: 

“Spe. 336. Between the date of issuance of any proclamation of any national 
marketing quota for wheat and July 25, the Secretary shall conduct a referendum, 
by secret ballot, to determine whether farmers are in favor of or opposed to 
such quotas. Farmers eligible to vote in such referendum shall be farmers 
who were engaged in the production of the crop of wheat normally harvested 
in the calendar year immediately preceding the calendar year in which the 
referendum is held, except that any farmer exempted from marketing quota 
obligations under section 335(f) of this Act shall not be eligible to vote in the 
referendum with respect to the crop of wheat next subsequent to the crop to 
which the exemption pertains. If more than one-third of the farmers voting in 
the referendum oppose such quota, the Secretary shall, prior to the effective 
date of such quota, by proclamation suspend the operation of the national mar- 
keting quotas with respect to wheat.” 

5. Subsection (c) of section 374 of the Agricultural Adjustment Act of 1938, 
as amended, is amended effective with respect to the 1960 and subsequent crops 
of wheat by adding a new sentence at the end thereof to read as follows: 

“The provisions of this subsection (c) shall not apply to the acreage planted 
to wheat if such acreage exceeds the applicable farm wheat acreage allotment 
by more than 10 per centum or three acres, whichever is greater.” 

6. The provisions of Public Law 74, 77th Congress, as amended, and sub- 
section (d) of section 335 of the Agricultural Adjustment Act of 1938, as 
amended, shall not be applicable with respect to the 1960 and subsequent crops 
of wheat. 

7. Subsections (b) and (c) of section 326 of the Agricultural Adjustment 
Act of 1938, as amended, are hereby repealed effective with the 1960 crop of 
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Ezplantation 


Item. 1.—This item amends section’333°of the act and provides for a basic 
national acreage allotment, on the basis of the average national yield for wheat, 
to make available a supply for the appropriate marketing year equal to the nor- 
mal supply. The normal supply for wheat under the act is the estimated do- 
mestic consumption of wheat for the marketing year ending immediately prior 
to the marketing year for which normal supply is being determined plus the 
estimated exports for the marketing year for which normal supply is being 
determined plus an allowance for carryover of 20 percent of the sum of the 
cecnsumption and exports used in computing normal supply. The present act 
bases the national acreage allotment on a normal year’s domestic consumption 
and exports plus 30 percent thereof. A normal year’s domestic consumption 
is the yearly average quantity of wheat wherever produced that was consumed 
in the United States during the 10 marketing years immediately preceding the 
marketing year in which such consumption is determined, adjusted for current 
trends in such consumption. A normal year’s exports is the yearly average 
quantity of wheat produced in the United States that was exported from the 
United States during the 10 marketing years immediately preceding the market- 
ing year in which such exports are determined adjusted for current trends in 
such exports. 

In addition, the proposal includes a provision for a fixed national acreage 
allotment in any year when the estimated carryover at the beginning of the 
marketing year for the crop is 500 million bushels or more, in which case the 
allotment 1s based on the estimated domestic consumption for the marketing 
year for the crop for which the allotment is proclaimed, plus the estimated ex- 
ports for dollars for the marketing year in which the allotment is proclaimed, 
not including wheat exported under title I, II, and III of Public Law 480. The 
55-million-acre minimum is repealed. 

Item 2.—This item would revise subsections (b), (c), and (d) of section 335 
dealing with farm marketing quotas and farm marketing excess so that in the 
future it will not be necessary to rely on the provisions of Public Law 74, 77th 
Congress. The proposal would fix a relatively high initial farm marketing 
excess based on double the normal yield of the number of acres planted in 
excess of the farm acreage allotment. Provision is made for adjusting the 
excess on the basis of actual production. The producer would be required to 
establish the actual production to the satisfaction of the Secretary. The farm 
marketing quota would then be the actual production less the actual produc- 
tion of the farm wheat acreage allotment. Actual production of the allotment 
would be determined by multiplying the number of acres constituting the allot- 
ment by the actual average yield per harvested acre of wheat on the farm. 
Wheat utilized for feed without threshing after the wheat is headed, or available 
for such utilization at the time the actual production is determined, shall be 
considered harvested acreage and the production thereof in terms of grain 
would be appraised in accordance with regulations and included in the actual 
production. Except in case of a late notice, the regulations under the present 
law require all planted acreage which is not adjusted prior to 30 days before 
the date harvest normally begins to be counted as wheat acreage and requires 
the appraisal of standing wheat when a downward adjustment in the. farm 
marketing excess is made. Wheat acreage would not include volunteer wheat 
or cover crop wheat in designated counties which is plowed under prior to 
harvest and would not include wheat mixtures where the quantity of wheat 
planted in the mixture did not exceed 25 percent of the seeded mixture by weight 
and the actual production of the mixture did not contain more than 25 percent 
of wheat by weight. The penalty on the farm marketing excess would be at 
a rate per bushel equal to the basic level of price support for the crop established 
under the Agricultural Act of 1949, as amended. Provision is made for storage 
or delivery of the excess to avoid or postpone the payment of the penalty. 
Stored wheat of previous crops could be released from storage in an amount 
equivalent to the normal production of the number of acres by which the acreage 
allotment for the current crop is underplanted. Stored wheat could also be 
released in an amount by which the actual production of the current crop is 
less than the normal production of the farm acreage allotment, taking into 
account any amount released by reason of underplanting. Provision is also made 
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for the termination of previous quotas whenever quotas are not in effect for 
any crop of wheat except that all penalties due and owing prior to the effective 
date of the termination shall remain in full force and effect. This provision 
is necessary because of the repeal of subsections (b) and (c) of section 326. 

Item 3.—This provision would strike out the 30-acre maximum in the case of 
farms obtaining a feed-wheat exemption and would permit the exemption to 
apply to all wheat produced on the farm. This is the rule now applicable to 
farms operated by State or county institutions or religious or eleemosynary 
institutions. 

Item 4.—This provision amends the referendum provision of the act and would 
permit all farmers to vote who were engaged in the production of the crop of 
wheat which is harvested in the calendar year immediately prior to the calendar 
year in which the referendum is held since the 15-acre exemption and the 200- 
bushel exemption would not apply to the 1960 and subsequent crops of wheat. 

Item 5.—This provision amends the adjustment provisions of section 374 of 
the act to not permit adjustment if the planted acreage exceeds the allotment 
by more than 10 percent or 3 acres, whichever is greater. It is intended by this 
amendment to implement the proposal to place compliance on a planted basis 
but it was thought that adjustments should be permitted where the overplanting 
might have been inadvertent. 

Item 6.—This provision would make Public Law 74 inoperative with respect 
to 1960 and subsequent crops of wheat. The provision also makes the 200- 
bushel exemption inoperative for the 1960 and subsequent crops. 

Item 7.—This item repeals subsection (b) and (c) of section 326 effective with 
the 1960 crop of wheat. These sections originally applied only to corn and, 
of course, are now obsolete insofar as corn is concerned, and are not needed 
for wheat in view of the provisions discussed under item 2. 

Mr. Axpert. Any questions? 

I am not quite sure of what os interim proposal would do in the 
way of acreage adjustments. What would be the national allotment 
while we were tapering off into a noncontrol program ¢ 

Mr. McLarn. The acres would not be less than the current mini- 
mum. And under the authority that we would suggest be pore 
rated it would be expanded gradually in the interim period. You 
are talking, of course, about the decontrol, is that correct? 

Mr. Ausert. That is right. The 3-year period before you would 
begin a noncontrol program. 

r. McLain. The minimum would stand for 3 years with the right 
of the Secretary to expand that acreage if enough adjust in price were 
obtained to warrant it. _ 

Mr. Axusert. The minimum national allotment for 3 years is 55 
million acres, is this right? 

Mr. McLatrn. That is right. 

Mr. Apert. And you would keep price supports at 90 percent of 
the 3-year average during that period. 

Mr. McLarn. Yes, sir; under the control alternative. And then 
after that—— 

Mr. Ausert. Would you get rid of any wheat during that period, 
do you think? ; 

Mr. McLarn. We feel, and I am sure the members of this commit- 
tee feel, that whatever is done for the wheat problem cannot be done 
in one stroke. We are convinced of that and I am sure that you 
gentlemen are. i. damm 

Therefore, to get where we ought to be, we think this interim 
period ought to be used to do that as it has been suggested with both 
cotton and rice. And, of course, this was incorporated in the statutes 
last year. This is a fact that we just have to face up to and we are 
willing to face up to it. 
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Mr. Aupert. The thing I am getting at is how much better off 
would we be at the end of the 3-year period than we are now if we 
don’t cut the national allotment or substantially reduce the support 

rice. 
. Mr. McLain. Well, in our judgment, of course, we are all for get- 
ting all of the exports we can and that will be done. 
he only other place then for wheat to go, is into feed, if it is 
raised. There are areas where in our judgment after a year or two 
it will not be raised if the support level is set at the point where it 
would discourage production. 

In the interim you would not have to come down very much in 
some areas of this country. For instance, in the Northwest and in 
the California areas today corn is selling for around $1.45 a bushel. 
Wheat would not have to come down too much in that area before it 
became as attractive to feed as corn because it has great feed value 
for certain things. 

It will sake fed at the current support rate. This is evidenced 
by the fact that wheat is piling up, because the support price is too 
high to feed it. 

r. Atsert. Would it affect the feed grain carryover—would it 
affect it, too? 

Mr. McLain. The feed grain carryover is substantially up because 
primarily of two things: is oa} 

One, the rapid expansion, of course, of other feed grains in the 
wheat and cotton areas; 

And, two, the terrifically high yield that we had of both feed grains 
and corn in 1958. Those are just two things that we have. 

Mr. Avpert. From the reports that I get from the Corn Belt this 
loosening up on controls is just aggravating the situation and we will 
have more corn instead of less. ‘The committee would like to know 
whether we are going to pile up an additional burden on the feed grain 
crop if we start planting too much wheat and channeling it into feed 
during the next 2- or 3-year period. 

Mr. McLarty. Mr. Albert, I am sure of this: there are only two 
things if we get all of the exports that we can possibly get—and we 
are all agreed we are going to do that—there are only two things that 
can happen to wheat if we had normal weather. 

One is that the price will have to be adjusted so that some people 
get out of wheat. 

And, two is that some of this wheat will have to be fed or we are 
never going to solve the problem. 

When it is fed some of it, of course, will replace other feed grains. 
Most of this land currently is in something, if it isn’t being fallowed. 
It is either in grain sorghums or in barley if it is in the Northwest, or 
in something—so when you permit the people to raise wheat who 
would like to raise wheat, it isn’t necessarily going to be an expansion 
in total feed and food production because these acres are all being used 
with the exception of what has been in the soil bank. 

Mr. Apert. How much would you put into conservation reserve of 
the 55 million ? 

Mr. McLain. How much did we? 

Mr. Arsert. How much would you put in, in the next 3 years? 
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Mr. McLain. We think that wheat is one of the most serious prob- 
lems facing all of American agriculture today. That is why you note: 
in the recommendations we make on conservation reserve that we feet 
more emphasis ought to be put in the area where we are trying to make 
this shift out of wheat. And we have had a tremendous response to 
the conservation reserve in some of the Southwest States, particularly 
the high hazard States already. And we will have more if we give 
them a chance. 

One of our problems, Mr. Albert, with the conservation reserve is 
in the size of the appropriation. Last year we asked for $450 million. 
They gave us only $375 million. 

If we are going to tackle this problem and make this conversion we 
will have to have the funds to do it with. 

Of course, that isn’t our responsibility here, but some of these bills 
that have been proposed here are fantastic in the amount of money 
that they authorize for conservation. I mean, fantastic compared to 
what we are talking about. 

Mr. Atsert. What about payment-in-kind—do you think that would 
work in the conservation reserve program ? 

Mr. McLarn. With wheat you mean ? 

Mr. Avpert. Yes. 

Mr. McLarn. Our experience with payment-in-kind with wheat- 
growers—and I respect their judgment very much—has been that 
they didn’t like to see it used. 

We tried to use it under the old program, but their argument against 
using it was very simple. 

They said, “Every bushel that you pour back into the market in 
payment-in-kind, helps depress the current market. What we want 
is a market that gets up near the loan rate, so you don’t have to take 
the wheat over.” 

The Department has no real objective to using payment-in-kind. 
But let us not kid ourselves about it because using payment-in-kind 
does not prevent the program from being costly. 

Mr. Axzert. You don’t have to go through the Appropriations 
Committee for money. 

Mr. McLatn. That is about the only difference. But from the cost 
standpoint it is just the same—you understand that. 

Mr. Auzerr. Now then, as to the 15-acre provision, we have had 
very substantial testimony before this committee just last week that 
the 15-acre provision has not had any material effect on the supply 
situation. That can be proved from the figures of the Department. 
That is, at least, the argument that came from the representatives of 
the soft wheat millers. 

Mr. McLarn. Wheat millers? 

Mr. Azert. Yes, who claimed that all of the soft wheat, partic- 
ularly, the red variety, was absorbed down almost to the danger point 
and that the amount which competed with Hard Red Winter was so 
negligible as not to make it an important factor. 

Is it true that this 600 million bushels would not be in this 114- 
billion-bushel carryover if it were not for the 15-acre provision ? 

Mr. McLain. I will put it this way, if the allotment were carried 
out and farmers had not overplanted them, and we had not permitted 
the 15 acres to be grown the carryover on July 1, 1960, would be about 
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600 million less. I get it from the Durum people and then the 
Soft Red people and then the Soft White people—to hear people 
talk we are short of all kinds of wheat at certain times during the 
year. And the reason is obvious. Most people that use wheat want 
to get ample supplies right where they want them, when they want 
them, and at a price they want to pay for them. And you cannot 
criticize the miller for wanting to do that. 

I would say this about the Soft Red millers’ statement that they 
made. I have a copy of the wire that came to you. The July 1, 1959, 
carryover stocks of Soft Red wheat will be relatively low. But let 
me point out to you that when the Secretary and I sat before this very 
committee within the last 30 days, another member of this committee 
was trying to chastize the Department because we had cut off exports 
of Soft Red Winter wheat under Public Law 480. He thought we 
ought to be moving it out under Public Law 480. 

Well, this is the problem that you have in trying to manage an 
inventory where everybody that wants to use the wheat feels that 
there isn’t a surplus of their kind. But the fact remains that we have 
got about 1,300 million bushels of it. 

Mr. Apert. May I ask you this: Would the situation have been 
critical had the Soft wheat producers been under allotments during 
this whole period ? 

Mr. McLatrn. If they had been under allotments? Let me say 
this, Mr. Albert. These wheats, a lot of them, in various years are 
interchangeable. For instance, with the Durum problem that we 
faced several times in the last few years, we had a time when because 
of rust and other conditions in the Durum area, where we were real 
short of Durum wheat, I had a group of people come into my office 
and demand that we open up the import quota so that we could flood 
this country with Durum wheat. And to me that just didn’t make 
sense when we had at that time almost a billion bushels of wheat in 
our inventory. 

And I said to them, “Why can’t you substitute a little here ?” 

They said, “We have never done it.” 

I said, “That is no answer tome. You have never done it, that isn’t 
any reason why you could not look at it.” 

And the fact turned out to be as follows: At that time, they were 
using about 75 percent Durum and 25 percent of other kinds of wheat. 
And before 2 years were over they had just reversed that and they 
reported to me that their macaroni sales still continued. 

Vhat I am saying about this is that while a miller would like to 
have the kind of protein and gluten content precisely as he wants 
it—and he will get it if he can find it—if he can’t get it, these wheats 
are substitutable to some extent and any of you people who know 
wheat know this. 

Mr. Arzert. If Government controls force millers out of their 
buying habits, isn’t that a bad thing? 

Mr. McLarn. I don’t disagree with that. I think that is correct. 

Mr. Avsert. If they want Durum wheat or Soft wheat, we should 
let the American farmers grow it. 

Mr. McLarn. But again, in the Durum case, all of the wheat that 
they used in their blend was U.S. wheat. And it helped cut down 
this supply of other kinds of wheat that we had. 
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What I am saying is we have got this overall problem which is 
facing the whole industry and not just one segment of it. We have 
got to face up to that. 

Mr. Arsert. Do you think that the. Department should have au- 
thority to make minor adjustments for types of wheat ? 

Mr. McLatn. In setting their allotments, you mean ? 

Mr. Atzert. Yes, for Durum, and so on. 

Mr. McLain. Let me say this to you—— 

Mr. Arsert. A separate authority ? 

Mr. McLarn. Knowing Congress the way I know it—and it is 
composed of all fine gentlemen—there isn’t much reason on anybody’s 
part to feel that his area is in surplus, if it means cutting down the 
allotment in his area. If that option were given any Secretary of 
Agriculture he could not do anything with it. 

Mr. Sorkin. It should be noted, Mr. Albert, first, we are exporting 
substantial quantities of Soft Red wheat, with very substantial exnort. 
subsidies. We are exporting 46 million bushels this year, 30 million 
bushels last year. 

Mr. McLarn. The way to head this off would be if you want to do 
— you are suggesting, not to permit a subsidy for this kind of 
wheat. 

Again I point out to you that we had a member of this committee 
really chastising us here because we were not moving Soft Red winter 
wheat out under 480. That isthe problem we face. 

Mr. Ausert. Do you not think the allotments would, if backed up? 

Mr. McLarn. I just don’t think any Secretary of Agriculture could 
carry it out, Congressman, because of the pressures that would develop. 

Mr. Smrru. Do you think the Congress could write a law and desig- 
nate the various types and areas? 

Mr. McLaxn. I don’t think you could do it. I don’t think you could 
live with it 1 minute, because in the first place, everyone would be 
looking at how this affected his area. This is only natural. As long 
as you have price supports at an attractive level and farmers can turn 
their wheat over to Uncle Sam, why should they want to sit back and 
let some other area raise the wheat? They will want that historical 
share. They have wanted it for the 20-some years we have had these 
programs. And they will continue to want it. 

Mr. Arsert. The Department recommended bushel allotment, I be- 
a in the general statement. Do you have anything to say about 
that ¢ 

Mr. McLarn. In the general statement, Mr. Albert, we indicated 
that it ought to be considered. And, certainly, if you are going to go 
the control route, I think it will be necessary that you do that. 

This is very painful to a lot of people. 

Mr. Axserr. There is one general thing that I would like to point 
out here. I have tried to point it out to other witnesses. I have never 
seen any area of law, particularly agricultural law, with so many dif- 
ferences of opinion as there are on this subject. Everybody recognizes 
that we have a serious problem with $3.5 billion of wheat scheduled to 
be in Government inventories in a matter of months. We should do 
something about it, but we are not operating in a vacuum. We are 
operating among Congressmen from every part of the country where 
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home pressures are felt and felt very keenly. And where political 
results in the future are at stake. 

Mr. McLain. That is correct. 

Mr. Axpert. We are operating with all kinds of problems, with 
consumers and producers and mmilleng and everybody else. And weare 
not going to get anywhere, in my opinion, if we do not find some area 
of compromise in this field. e may blame the administration, and 
the administration can blame us. Actually, it is a problem to try to 
get to some area of compromise and go at it practically and in a 
realistic manner, with two things primarily in view: 

First, gradually to reduce the surplus, and second, not to wreck 
either the wheat farmer or the Treasury in the process. 

It seems to me that any step in that direction is a proper step, 
whether we go the whole hog in 1 year or not. 

Mr. McLain. Let me say, Mr. Chairman, I would say to you, in my 
judgment, this subcommittee has got one of the most difficult jobs on 
the House side that any subcommittee has. And you have differences 
of opinion among the growers themselves and the growers’ organiza- 
tions, along with everything else you have said. 

Mr. Avsert. That is right. 

Mr. McLain. The fact remains, however, if we do not in 1959 
make a step to move in the right direction with normal weather, know- 
ing full well that very little of it will go into feed that if this goes on 
for another couple of years we have got the makings of what hap- 
pened to potatoes and eggs, on our hands. 

Mr. Aupert. Mr. Belcher. 

Mr. Bexcuer. To follow up what Congressman Albert has said, 
I do not think that you can get 20 percent of the people for it. That 
means that if you cannot get the farmers and the various organiza- 
tions and the Department of Agriculture and the committee and 
everyone else to concentrate on some kind of a compromise, or some 
kind of a program, it looks to me like there is not any hope because 
I have made a very, very careful survey and I haven’t found any type 
of program that has been suggested or any changes in this program 
that has been suggested that I have been able to get one man in five 
to agree on. 

Mr. McLain. Well, that does not mean that we ought to give up 
hope though, Congressman Belcher. And I am sure you are not. 

We tried to be as fair on this as we could be. We thought there was. 
no use from the standpoint of administration doing any kidding about 
multiple-price production and production payment price. e have 
taken a firm stand on that. 
gat the President indicated we don’t think that is the solution to 
that. 

And, of course, we appreciate that the Congress, by the way our 
Esstadhnes are set up, passes the laws, but the Executive, of course, 

as the right to approve or disapprove the laws. And we just didn’t 
want a lot of time lost in that area not knowing where we stood. So 
we tried to be fair in that area. 

Then in the alternatives that we have suggested, they go one of two 
ways. Either, the way of controls which, in the opinion of the De- 
partment we feel the wheat farmers will never stand for, Congress 
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can never pass. And if you got them passed I don’t think you could 
live with them. 

Well, if it is the way we ought to go, we ought to lay the facts on 
the line what we ought to do to control it. That is what we tried to 
do in our presentation. ee 

We have tried to be just as fair and honest in this thing as we can 
and point up to you what the problem is which, as I am sure you all 
know, is there. 

Mr. Auzert. If Mr. Belcher will yield there, this interim program 
to plant a minimum of 55 million acres and to get price supports 
pretty high, I think you are not going to solve the supply situation at 
all during this period. And the only reason for an interim period is 
to reduce the supply without hurting the farmers while you are doing 
it. It seems to me that is it. 

I cannot conceive of this doing it. With corn it didn’t do it. 

Mr. McLarn. Let’s take the range of 75 to 90 for the interim period. 
The first year, 1960, if you took it at 75 it would bring the support 
rate down to about $1.42. I mean if you took the extreme step that 
this would permit being done. We are not suggesting that be done, 
but that would be the range that you could go to under the proposal 
we have made. 

The next year it would drop to $1.27. That moves pretty fast with 
that acreage that could be expanded, in our judgment. If you didn’t 
go quite far that fast; you could moderate it anywhere in between. 

Mr.- Atzert. What you are heading for here, it seems to me, is a 
situation where in this country we would have the capacity to produce 
far more feed than we need, and yet you are gearing wheat, which is 
used primarily for bread, to a feed program for price-support 
purposes. 

Mr. McLain. Nationally, I don’t think this is necessary. We have 
mere osed it. 

r. AtBerT. You have that as one of your steps. 

Mr. McLarn. I don’t think the loan would have to go that low. 

Mr. Atsert. How much do you think you can sell ? 

Mr. McLarn. Historically, we used to use somewhere around 200 
million bushels. And with the livestock population and our human 
population today, I think that could easily be stepped up to 300 mil- 
lion bushels, if it were priced so that it could be sold. 

Mr. Apert. You could formerly consume. a lot of grain as horse 
feed, too. 

Mr. McLarty. Horses have been out of the picture for some time. 
They have aggravated the other feed grain problem. But population 
increase and better diets, of course, would help. And, again, remem- 
ber, Mr. Albert, this is a thing that a lot of people forget. These acres 
are going to something today. This will not go to increase the total 
feed and food output. It isn’t going to do that. Only to the extent 
that the acreage reserve isn’t offset by the conservation reserve. 

Mr. Arpert. It seems to me that the wheat farmer might become 
quite a competitor of producers of feed grains. I don’t know. You 
know more about it than I do. 

Mr. McLain. What is going to be the position if we go along the 
way we are for a couple of more years ? . 
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Mr. Axzerr. I am not suggesting that we go along the way we are. 
I am suggesting that we try to bring out a bill that will be a step in 
the right direction, I hope a substantial step. One that will pass 
the Congress and be approved by the wheatgrowers of the country. 

The only other solution to this problem is that the Congress just 
meet one da , When the appropriation bill is up, and throw the whole 
thing out. tT at is another possibility, though not a very pleasant one. 

Mr. McLarn. It is nearer than we think if we have good weather. 

Mr. Auzert. Certainly. 

Mr. Jones. Mr. McLain, you mentioned the fact in your statement 
that we are going to add another 150 to 200 million bushels to our 
stocks from this 1959 crop. 

Mr. McLarn. If we have average weather. ° 

Mr. Jones. If we have average weather ? 

Mr. McLain. Yes. 

Mr. Jones. We have had some testimony from other people of 
estimates that put that as high as 300 million bushels. That is neither 
here nor there. 

There is going to have to be some additional storage made available 
to take care of that. Is that correct? 

Mr. McLan. We think in 1959 we have the sto problem pretty 
well under control, Mr. Jones. I mean the warehousing industry 
agrees that they can go ahead and furnish the storage necessary. 

We take the attitude that it is the Department’s responsibility to 
see that the farmers have a place to put his wheat. 

Mr. Jones. We will take that up tomorrow on the storage problem. 

What I want to discuss with you, in view of the fact that we have 
recognized that the surplus is increasing and will probably continue to 
increase with normal weather, and with the legislation that we have on 
the books, what additional steps has the Department taken within the 
last year or two to increase the exports? 

We know that we are using about all of the wheat here at home that 
we can expect to use. 

Mr. McLain. That is true. 

Mr. Jones. What are you doing to try to increase the exports of 
wheat ? 

Mr. McLain. Well, I think the record ought to speak for itself on 
this point. Iam sure you-are aware of it. 

In 1956-57, of course, we exported wheat at an alltime high amount, 
about 550 million bushels. This last year it dropped back a little, but 
our total agricultural exports in the last 2 fiscal years has been at an 
alltime high. Of course, this comes about because we have 480 and 
we have the wheatgrowers themselves in the area in wheat again try- 
ing to do a good job to get this stuff promoted abroad. And we are 
giving a lot of wheat and flour away under various provisions of law 
that we have. 

And I think there is no disagreement on anybody’s part; certainly, 
there isn’t in the Department of Agriculture, to do all we can to move 
this wheat. 

We are subsidizing it heavily, Mr. Jones. It is terrific, the subsidies 
we have put into it. We are just meeting the world price—that is all. 
The other thing, one other thing: 
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Mr. Jones. Pardon me. 

Mr. McLatn. The other thing that. we have suggested, of course, is 
in the interim again we are asking that the conservation reserve get 
mostly at the areas of wheat and feed grains because we think this is 
a problem area with major emphasis on wheat. 

Mr. Jones. You speak about the subsidies that have gone into the 
exporting of wheat. Of course, a lot of that is brought about by the 

uantities we have put into some of these undeveloped areas where 
there is a need for food. And we have done that under various titles 
of Public Law 480. 

Mr. McLain. Yes. 

Mr. Jones. Would you say that we would be justified to put more 
money in the storage and into the loan features to take care of this 
rather than to put even more money into the subsidy to eliminate the 
necessity of this storage ? 

Mr. McLarn. I don’t think if we gave it away we could eliminate 
the problem of storage. 

Mr. Jones. Let me ask you this. What about the reduction in our 
exports, say, to West Germany? Our anpette over there have been 
going down, apparently, rather consistently. 

I have some figures before me that show from 1951 to 1952 we were 
exporting nearly 1.5 million metric tons; 1952 to 1953, it went down to 
618,000 metric tons; 1955 to 1956 it went down to 450,000 metric tons. 
While at the same time the exports from Canada to that same area 
were going up. 

What do you attribute the reason for Canada’s exports going up 
while ours were going down at the same time we were producing more 
wheat and accumulating bigger surpluses ¢ 

Mr. McLain. I think if you will look at the whole record—and I 
of course meet quarterly with the Canadians, with the people that are 
responsible for the program up there—I think if you will look at the 
record you will find that our exports as compared to Canada’s, in 
total, have been right good. The fact is they have been so good that 
Canada has been very critical of us. 

When you get to West Germany in specifics, they have a bilateral 
agreement, Mr. Jones, with another country which, when the other 
country has wheat that can be furnshed them, they have to honor it. 
And while we don’t like bilateral agreements we recognize that some 
countries do have them. 

And of course, the other factor that enters into the European market 
is what kind of a crop they have in any one year. Some years, France, 
for instance, will be a large exporter of wheat that is of millable 
quality. The next year if the weather isn’t right, there isn’t hardly 
any of millable quality and most of it has to be fed. 

And this wide shift in the weather pattern has a lot to do with it. 

As to our total exports, I have yet to hear anyone criticize us because 
our total exports were not in line with any other country in the world 
on wheat, particularly. They have been right good. 

Mr. Jones. Yes. 

Mr. McLain. And we are for keeping them as high as we can. Of 
course, you recognize that there are other countries and more and more 
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of them each year—when 1% see the report of the International 
Wheat Agreement, you will find that we have some new countries 
now that want to get over on the export side that used to be importers— 
and whether we like it or not they are producing wheat for export in 
some of the areas where we have been shipping. This is part of our 
roblem. 
Mr. Jonxs. In other words, we can continue to expect that the U.S. 
reentage of our fair share of the world market will continue to go 


own. 

Mr. McLain. No; I didn’t say that. I think if you look at the 
record over a period of time you will find it has gone up rather than 
down. And we propose to keep it that way if we can. 

Mr. Jones. It does not look like in the Eviropean market that has 
been the case because we have been going down and Canada has been 
going up, haven’t they ? 

Mr. McLarn. You take the total exports and you can compare them 
with Canada’s total exports over any period that you want to take that 
is fair and reasonable, and I think you will agree, after you look at 
them, that we have done right well. 

You must remember, Mr. Jones, that over the — 20-some years 
quite a lot of our wheat has moved when we had had big upturns in 
movement under various special provisions of law. You people that 
have been here a long time know this. 

We, so to speak, after each major war used the reserves that we had 
in various kinds of programs to help take care of the situation that had 
been created where the fighting went on. And this accounts for the 
wide swings up and down. 

When you are in a war and shipping is scarce, of course, the ship- 
ments actually go down. Immediately after a war, when you have 
the period where you are feeding people our exports go up 
tremendously. 

This has baeer the pattern if you look at the history of our wheat 


exports. 

Mtr. Jones. I don’t think you have still answered the initial ques- 
tion. In view of the fact that you anticipate that you will have an 
additional 200 million bushels of wheat this year, what is the De- 
partment doing at the present time to increase exports ? 

Mr. McLarn. We think the exports this fiscal year will approxi- 
mate 450 million bushels. I think there has only been 1 or 2 years 
when we have ever exported more than that. 

We have asked for an extension of Public Law 480 which is the main 
vehicle to move wheat, to the tune of a billion and a half, plus some 
more funds for title II. 

And we are just doing and are going to continue to do all we can to 
move wheat. There isn’t any disagreement with that on the part of 
anybody in the Department of Agriculture. But that isn’t going to 
solve the problem if some other changvs are not made. 

Mr. Jones. Let me ask you then, in view of the fact that you are 
going to have this additional 200 million bushels of wheat over what 
you have had, wouldn’t it be good business to maybe offer an addi- 
tional incentive—maybe the subsidy isn’t enough—maybe we need 
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to do something more than we have been doing to avoid that from 
piling up and to increase even greater the cost of storage. 

Mr. McLarn. Mr. Jones, we have other friendly nations, Canada, 
Australia, some of the South American countries, France itself, where 
obviously, if we were to take the amount of resources that we have in 
this country and undercut the price in the world market at a terrific 
cost to the American taxpayer, we could just really ruin these other 
friendly countries. You would not want that done, I, certainly, 
would not want it done. I know that the chairman of this commit- 
tee would not want it done. 

All I am saying to you is that we are doing everything that we 
know how to do to move this wheat under a friendly working rela- 
tionship with the other people that have to live, too. 

And take Canada, for instance, we ship them more agricultural com- 


modities than they ship us. What sense would it make for us to- 


move out on a program into the area where they normally sell wheat 
and take their market away from them at a cut price? This could 
have serious repercussions. And I am sure that you would not want 
it done. 

Mr. Jones. I don’t want to hurt anybody and I don’t want to hurt 
our people here at home either. 

Mr. McLain. I am saying to you that I think the record speaks for 
itself. We have done a tremendous job in moving wheat into export 
at a terrific subsidy cost, accompanied by friendly working relation- 
ships with the other people in the world. 

Mr. Jones. One other question: You have recommended the elim- 
ination of this 15-acre wheat provision that we have in the law. 

Mr. McLarn. Yes; if you go the control route. We are not pro- 
posing that you go the control route. We are proposing that we go 
the other route. 

No one has asked us which the Secretary indicated in his statement 
when he was up here. We think the control route will not solve the 
problem. But we have listed the alternatives that if you are going 
the control route that we think would have to be done in order to really 
control. And to remove all of the 15-acre provisions is an absolute 
necessity that that be done, in our judgment. 

Mr. Jones. You said that you had heard about the statement that 
has been made that there is no excess of the soft wheat that is grown 
in that area where you have the greatest number of the 15-acre grow- 
ers. And if you have no excess of that particular type of wheat, how 
can you say that those people have contributed to your excess, to the 
surplus? 

Mr. McLarn. Just look at the record —— 

Mr. Jones. I have looked at the record. 

Mr. McLarn. So far as the exports of wheat out of this area is con- 
cerned. Naturally, growers of wheat want to get as high a price as 
they can. And they would like to have us move all we can out under 
480 so that we can run the carryover stock down to a very little amount 
so that the price goesup. This isonly natural. 

There has been ample production. If we had not subsidized the 
export of this wheat, there is ample production to take care of the 
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mills without any problem at all. Except for the exports that we had 
there would be substantially enough to take care of it. 

Of course, we are trying to watch it so that they are not in trouble 
even if we do export some. 

Mr. Jones. We don’t have any burdensome surplus—I mean, I don’t 
want to say “burdensome”—we don’t have any surplus of this soft 
wheat that is grown in this particular area at the present cime, do 
we? 

Mr. McLatrn. That is correct right now. 

Mr. Sorx1n. The impression should not be left that the only peo- 
ple that are taking advantage of the 15-acre provision are the Soft Red 
producers. a a xo 2s 

Mr. Jones. Are they not the principal ones that are doing it? 

Mr. Sorkin. It is all over the country. 

Mr. McLain. All over the country. 

Mr. Jones. The witnesses that we had here don’t indicate that. 
They don’t bear that out at all. 

Mr. Sorkin. Well, just look at it. 

Mr. Jongs. I can get you the exact percentage. 

Mr. Sorkin. Even in Illinois and Indiana and Ohio, a lot of that 
15-acre wheat is not Soft Red. 

That is the impression that is being left, which is not factual. ITli- 
nois grows a lot of Soft Red, but it also grows a lot of Hard Red. 

Mr. Avzert. Will you yield? The information was given to the 
committee and backed up by statistical data that there is a shortage 
of Soft Red wheat and that the other wheat grown on the 15-acre 
exemptions does not contribute enough to the surplus to amount to 
anything. That was the gist of the statement that was given to the 
committee. 

Mr. McLain. Currently, Mr. Albert, this is accurate because we 
have moved out substantial amounts under exports. And I think 
relatively, of course, the real problem area is down in your part of 
the country, when it comes to the carryover stocks in relation to what 
we ought tohave. Itisthe Hard Fall wheat area. 

Mr. Sorxrn. Mr. Satterfield indicates that they are sure that what 
I said was right, that a good part of this production 

Mr. Axper. Will you put those figures in the record. 

Mr. Sorkin. Yes. 
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(The information is as follows :) 


Wheat: Estimated 1958 production of all wheat and Soft Red Winter wheat on 
excess acres of noncomplying farms with allotments of 15 acres or less 












































Estimated production 
Total 1958 har- a 
excess vested 
State acres yield Soft Red 
All wheat |Winter wheat 
(thousands) ! 
(l) (2) (3) (4) 
i ann end 77, 222 34.5 2, 664, 159 53 
To cte a kducweckas shyness Teuped 12, 008 34.0 408, 272 393 
Pennsylvania. -.-..........--- pba Kedstidend 153, 072 30.0 4, 592, 160 4, 363 
Seren Atieniis. :.-...2.-<.. 242, , 302 sl.iké 7, 664, 591 4, 809 
Be iss 315, 412 31.0] 9,777,772 9,689 | 
Indiana. --- death E Sw drddh dd de dikebAtd don sd dallee 404, 910 32.0 12, 957, 120 12, 439 
Illinois_ Bese ronan alee 570, 407 31.5 17, 967, 820 8, 625 
EE ie ee ee ee ee 359, 606 38.0 13, 665, 028 2, 596 
Wisconsin_.-.- -- 5 ; ; sioedl 33, 664 33.4 1, 124, 378 247 i 
DRG She bwin wo baawcedecccsaes * 235, 921 31.4 7, 407, 919 74 
Iowa. we ae 26 non pM dbasdékes 59, 437 34.5 2, 050, 576 4l 
Missouri. Bean Fiebarhiiee 635, 573 28.0 17, 796, 044 6, 940 
Waren Ddkotel 0.00320 15, 285 23.1 | 6 er LL 
South Dakota-.- 83, 455 23.9 SE Eno omage : 
Nebraska... -._-..-- 160, 737 33.0 5, 304, 321 10, 609 
Be... shh sek 65k ; 221, 595 27.5 6, 093, 862 12, 188 
North Central_-__- | 8, 096, 002 | |. | 96, 492, 498 | 63, 439 
—=—=— : == == ——  F 
Delaware. -..-.----- 3, 076 25.5 78, 438 78 
Maryland... __.- sie a4 23, 179 25.5 591, 064 591 
Virginia. 7 81, 373 26.0 2, 115, 698 | 2,116 
West Virginia_- , 4,315 27.5 118, 662 | 117 
North Carolina... _- 149, 078 23.5 3, 503, 333 3, 503 
South Carolina_- 83, 768 | 22.0 1, 842, 896 1, 843 
CORUNA 5. stask 64s ~ceus> 34, 875 23.0 802, 125 802 
hei Salle teed eed 
South Atlantic. -- 379, 664 |- , 9 052, 216 9, 050 
Kentucky_.............--- TTT, wa) 9351) 1,127,180} ~—~*1,048 
a a 47, 176 20.0 943, 520 915 
DE 2.6. coiesnscuecoode 72, 805 20.0 1, 456, 100 1, 223 
ROIS 8 sta tek). ikea 195, 256 | 26.0 5, 076, 656 15, 230 
a esl nea 158, 458 | 22.0 3, 486, 076 | 209 
hot bte bebo beets lh dd keihin 
South Central 521, 658 _12, 089, 482 | 18, 625 i 
Montansa_..-.-.-. as 24, 431 rior ey ~ 23. 1 1) 564, 356 Le . sh a 
Idaho. __. 89, 969 34.4 oS ee . 
Wyoming 5, 153 27.1 139, 646 140 
Colorado __- 22, 722 25.4 577, 139 
New Mexico. - ‘ 4, 084 19.5 79. 638 
Utah. ; | 25, 52! 19.9 508, 007 
Washington_- 44, 994 35.8 1, 610, 785 , 054 
Oregon__- 62, 700 34.1 2, 138, 070 2, 138 
California 17,073 | 22.0 | "375, 606 | = 
— — Se 
ae | 296, 654 |. 7 | 9, 088, 181 se 10,3 332 | 
United States... | 4,536, 20; 27.3 | 134, 386, 968 7. 106, 255 
| 
! Estimate based on 1954 survey of production by classes, as adjusted to reflect recent shifts in production. i 


Source: Grain Division, CSS Agriculture, Washington, Mar. 20, 1959. 


Mr. Jones. Is this a correct statement, the total 1958 crop in the 
soft wheat area, including some wheat of other classes, amounted to 
291 million bushels, only 9 percent of this had been put under sup- 
port January 1, 1959? Im contrast, about 52 percent of the wheat 
grown in the hard wheat area, about 39 percent of that grown in the 
spring area, and about 37 percent of that grown in the western wheat 
area had been placed under price supports. Is that a correct state- 
ment ? 
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Mr. Sorxry. I am sure that you have got figures from the Depart- 
ment. But the point is that you are picking out areas and assuming 
that everything that is produced in that area is Soft Red wheat. 

Mr. Jones. If there was more of the other that would make the 
case even better. 

Mr. Sorkin. No, it is just that they are not eligible for support. 
They sell it in the free market and take the market away from the 
farmer in Kansas and Oklahoma and in other parts of the country. 
It does not make the case any better. It is a matter of who takes 
whose market. 

Mr. McLatn. It is not eligible. 

Mr. Jones. That is what I say. 

Mr. McLarn. Relating it to what farmers do in any other areas 
is not relative. Because if it is not eligible for price support they 
will not take price support on it. 

Mr. Jones. I don’t see how you can say that they have been con- 
tributing to this surplus because it does not show up in the surplus, 
if it is not eligible. 

Mr. Sorkin. I would say “shortage” is a relative term here. We 
are exporting 46 million bushels with an export subsidy of some- 
where around 70 cents a bushel. 

Mr. Jones. Forty-six million bushels isn’t a very big amount out 
of a 1,200 million bushels of wheat. 

Mr. Sorkin. It is 46 million compared to the domestic consumption 
of 141 million bushels. 

Mr. SmirxH. What is this 1,200 million bushel figure? I haven’t 
heard about that. 

Mr. McLain. He is talking about the total crop. 

Mr. Smirn. You used the figure of 1,200 a for exports ? 

Mr. Jones. If I did, I don’t recall it. 

Mr. McLarn. You were using it when you were talking about the 
European countries, you had the we in the wrong place but I 
did not interrupt you. That is to be expected here with the figures 
we are juggling around here. It makes a lot of difference whether 
it is a billion or a hundred million. 

Mr. Jones. I see, this is not bushels. It is tons. It was a million 
tons. Another sheet I had here is in bushels. That is what I was 
talking about. I am sorry if I left that impression. I was using 
comparative figures. I was going from 1,450 million tons down to 
450 million bushels which, of course, is a great reduction during that 
Sacre That was a reduction in the exports of wheat from the 

nited States to West Germany, whereas Canada has gone up from 
245,000 tons to 790,000 tons during that same period. I could not 
understand that. I was hoping we could find out why Canada had 
been able to increase their exports so much while ours had gone down. 

Mr. McLain. You go heck and look at a few years before that 
you will have your answer. In other words, just because in one 
year 

Mr. Jones. I did quote 1951 to 1956. That is a pretty good period. 

Mr. McLaun. Relatively in the wheat-export business, of course, 
you have to take a longer period if you are going to get a normal pat- 
tern because you get influences like weather in Europe and many 
things that enter into it. 
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Mr. Jones. And it happened during this particular period our 
surpluses had accumulated. We didn’t have any before. Now we 
do have them. That seems to me to be a pretty good period to show. 
And I tried to find out why. 

Mr. McLarn. We will look at the specific request here when we fix 
the record, Mr. Jones, but again I point out to you that the last few 
years our movement of wheat into export in the one, particularly, the 
year before last was the highest it has ever been, 550 million bushels. 
And we just haven’t been accused by anybody of not doing a good job 
of exporting. 

I just don’t like the inference that we haven’t because we have used 
every vehicle and know-how that we have. And if you have got any 
better ideas we would welcome them. 

Your suggestion here that we expand the export subsidy, is that 
what you are suggesting ? 

Mr. Jones. If that is necessary to get the job done I think we will 
have to do it. 

You have never answered the question asked, what, if any, addi- 
tional steps are being taken this year that have not been taken in the 
past—has the Department changed its policy in any way with regard 
to exports to take care of what you say is going to be an additional 
200 million bushels of wheat this year? Some say it will be 300 
million. It looks like that Department should take another look and 
maybe come up with some other suggestion. 

Mr. McLain. Again, I point out, as I said in this statement, we have 
asked for $1.5 million. And any one who understands wheat exports 
knows that this is the biggest assist in the form of a vehicle to export 
that we have. 

We are keeping our subsidy in line with the world prices. I see 
no evidence that it is not that way. 

We are making wheat available in the famine areas where they 
request it. We have given it to the church groups and CARE and 
other charitable groups. 

If you have got any other specific suggestions as to how we can 
improve it we will welcome them. 

Mr. Jones. That is all. 

Mr. Avgerr. Mr. McLain, could we turn to the bills? Have you 
reported on all of the bills we requested reports ? 

Mr. McLarn. There have been a good many of them. 

Mr. Avsert. There are about three or four different types. 

Mr. McLarn. Youare talking about the multiple price bills ? 

Mr. Avsert. That is one of them; yes. 

Mr. McLarn. We have not reported, I think, on the multiple-price 
question. That report has not come forth. It will, very shortly. 

Mr. Avzert. Do you have anything to say about that bill ? 

Mr. McLain. We tried to cover it in the statement by indicating 

Mr. Atzert. You covered it in the statement ? 

Mr. McLain. Our analysis of it is that we don’t think—well, we 
just don’t think it will do the job. 

Mr. Axvzert. Could you summarize the major objections to it for 
the committee this morning ? 

Mr. McLarn. There are several. 
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One, of course, is the problem that has always existed in the Corn 
Belt area of having a system wherein you guarantee one price for 
part.of a.crop and then release the rest of it into the feed market at 
whatever it will bring. 

If Mr. Hoeven were here, he could express himself on this point, 
but I get criticism every time I talk to anybody in the Corn Belt area 
where farmers will be affected by this. 

The other area we ran into before the House Appropriations Com- 
mittee last Friday. The Congressman from New York was very 
critical about the high cost of food and could not understand why 
food prices were as high as they are. There are many reasons that 
you are well aware of. 

But I am sure that anything that you do to add to the individual 
price of food as this wenihd do, of course, will not be very palatable to 
alot of people in the consuming area. 

From the standpoint of the mechanics of operation we think this 
would create much more difficulty than we have even under our cur- 
rent program. That could be surmounted, and if it were enacted and 
put into law, of course, any Secretary of Agriculture would carry it 
out the way it was intended. But the mechanics of operation have a 
lot of “bugs” in it that you have never dreamed of. 

There is the cost item in this particular bill that envisions a tre- 
mendous conservation reserve program, built on a base that goes back 
not to the 55 million acres as we understand it but to quite consider- 
ably above that. And I think there are a lot of people that would 
question the wisdom of that. With the current appropriation of $375 
million that the Appropriations Committee has been willing to give 
us to operate a program across the board this would more than take 
up what is available. The money, unless you expanded the funds to 
do it, would just not be there. 

So I think in brief—and we are going to furnish a thorough report 
on this, Mr. Albert, for the consideration of the committee—that is it. 

There is one other point. The implication is, of course, and I again 
go back to the relationships that I have had with the Canadians and 
Australians. They don’t relish any more than a lot of people in this 
country the idea of a one-price system for part of the wheat and the 
excess being channeled into world markets at what they think maybe 
is an unfair price. Of course, you can say we do have a two-price 
system now. We do have. But the tendency with this type of pro- 
gram would be to lower, after putting it into effect, the alee price 
into the world market. This is at least the feeling that foreigners 
have regarding it. 

I appreciate that you have got a 65-percent floor in the thing to 
prevent that. But to the extent that you prevent it from pressing 
down on the world price, then, of course, you make it not nearly as 
workable because when you go back to the original McNary-Haugen 
bill which I was very familiar with—one of the sponsors of that came 
from my area of the country—the original idea was to have two 
prices. One was this price for the domestic food use at one level and 
the other price was whatever the world price would let it goto. That 
kind of a program would have actually moved the stuff out at what- 
ever price it went for. 
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_ But to the extent that you prevent that from happening, in my 
judgment, you prevent the program from doing what the initial 
founders of the thing thought it would do. 

Mr. Axzert. It seems to me that the suggestion that you have made 
would probably do the same thing for corn, because what you are try- 
ing to do under both bills—your bill and this bill—is to bring more 
wheat into the feed market. 

Mr. McLatn. The only difference—and this is a very real differ- 
ence—a Corn Belt farmer does not object to this if he is on equal 
terms with other farmers, but he does resent the idea that he is being 
treated differently. I am not giving you my views. I am giving you 
the views of other farm people on whose opinions I can rely. And 
again if Mr. Hoeven were here he could express them very quickly 
to you. 

r. Atgert. Do you have any opinion on the other bills that have 
been introduced? For instance, the Langen bill, the Burdick bill, 
the Thompson bill, the Metcalf bill, and the others? 

Mr. McLatn. We will submit reports to the chairman of the com- 
mittee on each of these with a detailed analysis of what we think of 
them, just as quickly as we can. 

Mr. Apert. Have you studied the Langen bill? 

Mr. McLarn. Mr. Sorkin and I have both looked at it; yes, sir. 

Mr. Apert. Are you opposed to it? 

Mr. McLatn. The principles of varying rates of support which this 
bill encompasses—many, many sincere people have flirted with this 
idea. And we don’t like to be critical of anyone that tries to come up 
with a new idea. But our analysis shows a lot of difficulty that we 
would soon get ourselves into. And this has been a feeling, I think, 
of the Congress in the past, every time an approach like this has been 
studied, because immediately you get several levels of price supports 
depending on what the individual does. The price support is not ve 
effective on any commodity unless all of the commodities pretty mie 
are eligible and the support rate really is not effective unless you get 
a high percentage that are participating at the high price support. 
Your support rate would be effective where you have the most par- 
ticipation. If you had only a small percentage making a reduction, 
then your support rate would not be improved or your market price 
would not be improved very much. If you had a high percentage, it 
went the other way, it would be reverse of that. 

Here is what you are doing to the man that uses wheat domestically. 
He does not know what to expect. Now for instance, when he has 
one loan rate nationally he can lay plans on where the price of wheat 
will be when he sees the production figures. Under this kind of an 
approach he would not know. This would mean just one thing, in 
my judgment, that the Government would take over a very high per- 
centage of the wheat that was eligible for support loan at these higher 
rates. 

Mr. Arzert. Have you read the Burdick bill? 

Mr. McLain. I am not familiar with it; no. 

Mr. Arzert. That is one designed to cut down wheat and tighten 
up the allotments and require storage by the farmer of any excess. 
It would bring the surplus down without any question of doubt. 

Mr. McLarn. Does it limit the price support to a certain amount? 
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Mr. Axsert. It increases the price support but it decreases the 
production. : 

Mr. McLain. I meant the quantity, the maximum dollar, does it 
have a maximum dollar limitation in itor not ? 

Mr. Axvsert. I am not sure whether there is a maximum dollar’ 
limitation in the bill. 

Mr. McLain. We will furnish a report on each of these for the 
record just as quickly as we can. 

Mr. Apert. And, also, in the Durum area—we are having hearings 
on that—have you reported on that ? 

Mr. McLatn. We reported on the bill of the Congressman from 
Montana. 

Mr. Axpert. Are you prepared to testify on that? 

Mr. McLarn. I can put into the record here our report on it, if 
you want. , ; 

Mr. Avzert. I would appreciate your doing that. 

Mr. McLarn. Do you want me to read it ? 

Mr. Ausert. Is it favorable or unfavorable? 

Mr. McLain. It is unfavorable. 

(The report letter is as follows :) 

DEPARTMENT OF AGRICULTURE, 
Washington, D.C. 
Hon. HaroLtp D. CooLry, 
Chairman, Committee on Agriculture, 
House of Representatives. 

DEAR CONGRESSMAN CooLey: This is in reply to your request of February 9, 
1959, for a report on H.R. 3436, a bill to amend the wheat marketing quota provi- 
sions of the Agricultural Adjustment Act of 1938, as amended. 

This Department does not recommend the enactment of H.R. 3436. 

The provisions of this bill are practically identical with those contained in 
Public Law 85-18, approved April 2, 1957, which pertained to the 1957 crop of 
wheat. The bill would amend section 334(e) of the Agricultural Adjustment Act 
of 1938, as amended, to provide that the Secretary shall increase the farm acreage 
allotments and marketing quotas for the 1959 crop of wheat for farms located in 
counties in the States of North Dakota, Minnesota, Montana, South Dakota, and 
California, designated by the Secretary as counties capable of producing Durum 
wheat (class IL) and which have produced such wheat for commercial food prod- 
ucts during one or more of the years 1952 through 1958. The increase in the 
wheat acreage allotment for any such farm would be conditioned upon the pro- 
duction of Durum wheat (class II) on such increased acreage. 

The increased allotment for eligible farms would be determined by adding to 
the original allotment established for the farm an acreage equal to the acreage 
by which the original allotment exceeds the 1959 acreage on the farm of classes 
of wheat other than Durum wheat (class II), but not in excess of the smaller 
of the cropland on the farm well suited to wheat or the wheat acreage on the 
farm. Only those farms having an original allotment of 15 acres or more and 
producing Durum wheat (class II) other than the varieties known as Golden Ball 
and Peliss would be eligible for an increased allotment. No farm allotment would 
be increased by more than 60 acres and no farm allotment would be increased 
if the producer knowingly devoted to the production of other wheat an acreage 
in excess of the original allotment established for the farm. 

The increases in wheat acreage allotments which this bill would authorize 
would be in addition to the National, State, and county allotments, but such 
increased allotments would not be considered in establishing future State, county, 
and farm acreage allotments. Provision is made in the bill whereby any reduction 
made in the wheat acreage on a farm for the purpose of reducing stored excess 
wheat, such reduction would apply to the original allotment established for the 
farm and not to the increased allotment. 

We question the applicability of the language on lines 15 through 22 of page 
3 of this bill since the acreage reserve phase of the soil bank program has been 
permitted to expire. 
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Our objection to the enactment of this bill stems from the fact that the supply 
of Durum wheat for the 1958-59 marketing year is adequate to meet all domestic 
and export requirements and leave a sizable carryover. The carryover on July 
1, 1959, is currently estimated at 21 million bushels of which at least 15 million 
bushels is expected to be in the Commodity Credit Corporation’s inventory. On 
the basis of the expected production of Durum wheat in 1959 from seedlings under 
the existing acreage allotment program, the total supply of such wheat for the 
1959-60 marketing year would be about 114 times larger than the anticipated 
utilization. Thus, the carryover on July 1, 1960, would amount to about 15 
million bushels which would still be substantially above a normal carryover 
for Durum wheat. 

The enactment of this bill at a time when the expected carryover of Durum 
wheat will exceed the expected carryover of one of the more prominent classes 
of wheat, Soft Red Winter, would establish a precedent which could be used by 
the producers of such other classes of wheat as a basis for requesting similar 
legislative action to increase their wheat acreage allotments. The carryover of 
Soft Red Winter wheat on July 1, 1959, is now estimated at 16 million bushels 
which is equal to slightly more than 11 percent of normal domestic requirements 
and slightly less than 9 percent of total disappearance for this class of wheat. 
In the case of Durum wheat the estimated carryover on July 1, 1959, is equal to 
about 75 percent of normal domestic requirements and about 72 percent of total 
disappearance. 

With the carryover of all wheat at the beginning of the 1959-60 marketing year 
currently estimated at approximately 1.3 billion bushels, an alltime record high, 
and with the carryover of Durum wheat estimated to be almost as large as the 
production of such class of wheat in 1958 of 22 million bushels, we feel that the 
supply of Durum wheat for the 1959-60 marketing year will be adequate to meet 
all anticipated requirements and leave a sizable carryover at the beginning of 
the 1960-61 marketing year without the enactment of this bill. 

It is believed that the enactment of this bill would result in the need for an 
additional $23 million in carrying out price support operations on Durum wheat 
for the fiscal year 1960. 

We are advised by the Bureau of the Budget that there is no objection to the 
submission of this report. 

Sincerely yours, 





Mr. Arzert. Have you, also, reported on the Short bill ? 

Mr. McLain. That report has not come forward yet. 

mr Axzert. You don’t know whether that will be favorable or 
not ¢ 

Mr. McLarn. No, we will get it to you just as quickly as we can. 

Mr. Hermpurcer. Have you reported on the Durum bills on the 
other side? 

Mr. McLar. The Durum bills? 

Mr. Hermpurcer. Have you appeared on both of them ? 

Mr. McLarty. We appeared on one or two of the Durum bills but 
the others, I think, in the discussion over there they got into all of 
them, but Mr. Manwaring handled the testimony there. We will 
do this, we will get these reports to you just as promptly as we can, 
so that you will have them here. We will try to get them to you 
this week. 

Mr. Apert. You are not ready to appear tomorrow on those or 
have someone appear tomorrow on those bills? 

Mr. Mclain. No, I don’t think so. 

Mr. Axserr. We need to have them as soon as possible because 
time seems to be an important element. 

Mr. McLain. We will get the reports down here just as quickly 
as possible. 

Mr. Axsert. One other thing and then I will yield to others. What 
would the Department think about modification of the law as it exists, 
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tending toward tightening up against violators, maybe putting some 
limitation on at least the increase of the 15-acre producer, with relief 
for the feed on farm producers, and cutting down on national allot- 
ments—just a 1-year proposition—what would the Department think 
about that ? 

Mr. McLain. Mr. Albert, we think that this has reached the point 
where we ought to face up in 1959 as a nonelection year, where the 
atmosphere ought to be fair and reasonable in this year as any year 
you can find. This thing has grown to the point where, in our judg- 
ment, if something drastic isn’t done it will get clear out of hand. 
To put a patchwork or two on, of course, we would have to see spe- 
cifically what you are suggesting, but we think in this talk of really 
trying to control wheat production, we have tried to list the things 
that we think are necessary to do that. 

We think if you go a fourth of the way or a fifth of the way in that 
direction, you won’t solve a thing. You will only aggravate a few 
farmers. And I think it is time that we either leant up to either 
controlling wheat production or else exploring the other route. And 
I think that is the thing we ought to be trying to face up to. I think 
we have got some support on both sides of the aisle in Congress to look 
at it that way. 

Mr. Axpert. Any questions? 

Mr. Smiru of Kansas. You have talked a great deal this morning 
about various aspects of all this. This last week I received two letters 
from constituents, one from a girl that wanted to write a paper on 
fallout and matters like that; another wanted to write about the farm 
program. 

I sent each a letter; I said to the farm girl that the farm program 
is something that everybody has a solution for. So you have a big 
writing problem. 

In regard to this Langen bill, we know, I think that you will agree, 
that it is a conservation measure, trying to cut down production by 
cutting down acreage. If we are going to make it effective, we have 
to do it with either a club or some incentive. I wonder if there has 
been thought given to the Langen approach. The farmer puts volun- 
tarily a bigger portion of his land in the conservation reserve. I think 
we all know the seriousness of the surplus problem. We should try 
some other simple measures to try and stop this big surplus. We just 
drift and take aspirin. Some time in the future this surplus will blow 
up in our face. It seems to me that maybe the Langen eee in 
view of what we all have said about conservation, might be a little 
better approach because it would be voluntary. 

You said a minute ago something about the corn farmer being dis- 
criminated against. Well, if there has been anybody discriminated 
against in the whole farm program any more than the High Plains 
wheat farmer, I want somebody to tell we who it is because to me he 
has been the stepchild of all of this. 

I think another serious mistake we have made—and I am sincere 
about. it—I just think we have to classify wheat. Now a bushel of 
wheat is a bushel of wheat in our farm program. I think that is 
where we get into a lot of trouble. It seems to me that wheat should 
be classified. 
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I say to you this morning and I have said it publicly; I will say 
it again. Weare just taking aspirin, instead of sitting down and do- 
ing something realistic. 

am not asking the Department of Agriculture or Secretary Ben- 
son todo it. It is our responsibility, the members of Congress have to 
solve this. We involved ourselves into this mess 25 years ago, and I 
am in entire sympathy with the thought that we will put down 1963, 
with the hope that by then we would have a free market. I would like 
to ask you a lot of questions. I am not making a political speech. 
But I honestly believe this. 

I would like to have the Department take a second look at the Lan- 
gen approach on this problem. 

That is all, Mr. Chairman. 

Mr. Atpert. Any further questions ? 

Mr. Suorr. Mr. Chairman, in many of these bills that have been in- 
troduced—and I am sure with all sincerity—to use the bushel ap- 
proach rather than the acreage aproach. The acreage approach has 
not resulted in effective controlling the production. We have come 
to the conclusion that if we are going to have a control program, it 
must be based on some method that will work. Most people seem to 
feel that the only premise that will work is to bring it to the bushel 
program. 

Does the Department oppose the idea of the bushel approach ? 

Mr. McLarn. No, Mr. Short. We have not. Frankly, as we have 
suggested a time or two and even this year, we suggested—in the Sec- 
retary’s testimony—that it ought to be carefully studied and we, also, 
made the same suggestion for tobaeco. I think you were not in here 
when I made that statement. 

Certainly, if you are going to go the control route, we will have 
to do something besides controlling acres. We have got ample evi- 
dence that does not do the job. 

Mr. Suort. Don’t we come to this point where we, certainly, as Con- 
gressmen, you people representing the Department of Agriculture, 
who are responsible for the administration of whatever laws Con- 
gress passes, isn’t the question to make the farmer realize that he 
must take one of two choices—if he will have unrestricted produc- 
tion he must let the price mechanism function. If he is convinced 
that the price mechanism cannot function for certain agricultural 
commodities, he must take the other restriction that must come in a 
guaranteed price support. And he must have with it a guaranteed 
production control. 

Certainly, you can point to the experience of some of these com- 
modity groups such as tobacco that you mentioned, where they have 
finally come to the realization that the absolute control approach is 
not in their best interests. 

Mr. McLain. I think so. 

Mr. Suorr. Aren’t those two premises the things that we have the 
responsibility to lay before the people? Which one dothey want? In 
determining which they want, do they realize all of the aspects of 
what they are asking for ? 

Mr. McLatrn. I think your statement is well said, Mr. Short. Fur- 
thermore, I would add to it, knowing farmers as well as I know them, 
that if you ever started down the road to absolute control which 
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would include bushelage control along with these other things, I 
think you would find that it would not be very eae? to ve 
many farmers anywhere in the country. This is why the whole 
history of this legislation as we have had it, not only in wheat but 
everything else, has been to set minimum allotments so you don’t let 
the total national allotment go down. Then you set individual al- 
lotments in many commodities so you don’t let them go down. Then 
you get on a harvested basis rather than — acreage, and all of 
the gimmicks that have been written into these statutes by people that 
have demanded that their Congressman do something about it, is evi- 
dence, I think, all over the place that farmers just aren’t willing to 
take the regimentation that goes with a support program that is going 
to guarantee them a really high price unless you want to bankrupt the 
U.S. Treasury in the process. 

I think we have evidence all over the place to demonstrate that. 

This is why again when we presented our approach on the control 
route we tried as honestly al fairly as we could to find out what 
we think would be necessary to do the job. 

Mr. SHort. Thank you. 

Mr. Larra. I was not here to hear all of your statement this morn- 
ing. Maybe this has already been gone into. We discussed this last 
Friday. 

ie. Mcduae. I will be glad to answer if you have an individual 
question. 

Mr. Latta. Ican get it from the record. 

Mr. Ausert. Do you have a specific question on that? Go ahead. 

Mr. Latra. The question in my mind is why the Department has 
not passed on recommendations recognizing the fact that we don’t 
a. an abundance of various classes of wheat. He has answered 
that 

Mr. Atsert. His answer was, a whole lot of it had been shipped 
out of the country under a heavy subsidy. 

Mr. McLain. We can keep plenty of supply here by tightening u 
on that. We could do it overnight. There has been plenty rode. 

Mr. Hagen. I am not a member of the subcommittee but I do have 
an interest in wheat and an interest in your statement. My questions 
will be apropos of the question you asked whether you would have 
recommendations as to improve the present program. I assume they 
are in your statement here. 

On page 2, top of the page, you make the statement, 


Allotments were overplanted by more than 6 million acres in 1958. 


Mr. McLarn. Yes. 

Mr. Hagen. That is a remarkable statement. If there is some- 
thing in the law that would permit that, there is something wrong 
in the law, to give him an inducement to overplant. What changes 
would you suggest there? 

Mr. McLatn. Of course. 

Mr. Hacen. I read the statement. 

Mr. McLarn. Of course, the obvious reason for this overplanting, 
Mr. Hagen, is the fact that people have found that the heb the 
land, they want to put something on it, and they were willing to do 
it, and many of them paid the penalty in order to be able to plant it. 
In a few instances, some do store it. 
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We have areas of high hazard where they don’t raise a crop every 
= where people have done this ever since we have had the program. 

ut the trend in recent years has been to step this up. 

Mr. Avpert. The law has been changed. And it has been changed, 
materially, if you overplant. 

Mr. McLarn. That is correct, the 15 acres. 

Mr. Arzert. There was a time when if he overplanted he received 
the benefit of it. Now it reacts against him definitely. 

Mr. Hacen. I see. Now at the bottom of that page, you refer to 
“the shift from a planted to a harvested basis.” as that dictated 
by the statute or the terms of the policy ? 

Mr. McLarn. Statute. 

Mr. Hacen. When was that changed ? 

Mr. McLarn. 1954, I think, it was. Of course, this again gets back 
to what we are talking about here. 

Mr. Hacen. On page 3, you say this, 


Basing marketing quota penalty on normal yields. 


Do you do that by statute or by decision of the Department ? 

Mr. McLarn. That is by statute. 

Mr. Hacen. When was that law passed ? 

Mr. McLarn. Mr. Shulman will have to look that up. 

Mr. Suutman. In 1954, I believe. 

Mr. Hagen. 1941? 

Mr. SHutmaAn. Yes. 

Mr. Hacen. That again was trying to give the farmers the ad- 
vantage and get less penalty. 

On page 4, you refer to the “penalty rate,” and you feel that is not 
high enough; is that correct ? 

Mr. McLarn. It isn’t high enough to retard overplanting if you 
want to regard overplanting and go the control route, why certainly 
this is one that ought to be looked at very carefully. 

Mr. Hacen. It is my understanding that the wheat farmers have 
been able to build history by overplanting. 

Mr. McLain. Up until recently, until the law was changed. 

Mr. Hacen. That is when we changed the law. 

Mr. McLain. That is correct. 

Mr. Hagen. Now then, on page 5, you refer to a disposal of over- 
planted acres. What do you mean by that? 

Mr. McLain. Again, this is in the recommendations. If you were 
going the control route under the compliance on the harvested basis, 
that the law now permits, a man can plant any amount he wants to 
and if he gets the cutback at a certain time he is all right. We recog- 
nize that some farmers innocently do not intentionally overplant. 
We don’t feel in the control route, if he was on that, he ought to be 
hit over the head. He ought to have a little tolerance. This would 
give them that tolerance. 

Mr. Hagen. Apparently so, but how can they dispose of the over- 
planted acres? 

Mr. McLain. That is permitted under the law if you do it before 
a certain time. 

Mr. Hacen. You may or may not want to answer to this. I read 
sometime ago about somebody who presumably knew what he talked 
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about, something about the modern price theory. ‘The wheat farmer 
with over 15 acres has enjoyed 110 percent of parity price supports. 

Mr. McLain. I would rather the fellow that you got that from 
would answer that, Mr. Hagen. I think you would find some in- 
teresting comments if you would talk to the State colleges that have 
made a study of what it costs to produce a bushel of wheat in various 
ro You could do that on your own. You would be surprised, 
T think. 

Mr. Hagen. You have no comments on it yourself ? 

Mr. McLatn. No; I would rather not comment. 

Mr. Hacen. Do you have some reason to believe that is true? 

Mr. McLarn. I just would rather not comment on it because when 
you talk about averages, of course, you have half of it below it and 
half above. 

There is no question that the people that are in the efficient areas 
have been doing right well. And those that are not in the efficient 
areas were not doing so well. 

Mr. Hacen. Actually, wheat has had a subsidy for disposal abroad 
long before 480. 

Mr. McLain. Yes; even with the 480. Remember this even as to 
what we program under 480 as to which many people say the value 
of the currencies won’t be determined for many, many years, even in 
addition to that, of course, every bushel that goes out is subsidized, the 
difference between the world market and domestic market prices which 
runs all the way from 50 to 70, 80 cents, depending upon the time of 
the year that you are in. At harvest time it is different than later 
in the season. 

Mr. Hacen. How long has that subsidy been in effect ? 

Mr. McLain. A good many years. 

Mr. Hagen. Do you know how many ¢ 

Mr. McLain. Wecould put it in the record for you. . 

Mr. Hacen. More than the period of 480? 

Mr. McLarn. Yes. 

Mr. Hacen. That isall I have. 

Mr. Breepine. At least, if we have to continue with the present 
farm program I wonder if you and the Department would go re 
with a further reduction of acreage to control the production wit 
increased support prices / 

Mr. McLarn. Would you repeat the question? Do you mean the 
national allotments, could we reduce the national allotment? Is that 
what you are talking about? 

Mr. Breepina. Yes. 

Mr. McLain. Say, to 40 million acres. 

Mr. BreeprinG. 40 million—whatever it takes to control overproduc- 
tion, would you go along with an increased parity, or increased price? 

Mr. McLain. I will answer the question by saying what we think 
would be necessary to really get at a control route. We have outlined 
that in the information that we have furnished the committee. I 
think if you just take part of that, that you won't solve anything and 
you won't control production and it will just aggravate farmers. 

I would think it would be a serious mistake, personally, to just take 
a few steps. I think if the Congress is going to go the route of con- 
trols they ought to let the American faimnee know what is necessary 
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to go with it. This they have not done up to this time with wheat. 
And I think when they find out what goes with it, there won’t be 
very many of them for it. 

Mr. Breepinc. Your program takes off all controls? 

Mr. McLain. It does after 1962. 

Mr. Breepine. After 1962? 

Mr. McLarn. Yes. 

Mr. Breepine. Then you would support at not less than 90 percent 
after 1962? 

Mr. McLarn. That is right; 90 pesenes of the 3-year market price. 

Mr. Breepinc. Ninety percent of the average of the last 3 years. 

Mr. McLain. Ninety percent of the average market price the last 
3 years. 

Mr. Breepine. Wouldn’t you have more production of wheat with 
less income to farmers ? 

Mr. McLarn. All of the acres in the United States that are farmable 
have been in something, either the soil bank or producing something. 
That isn’t going to change. That will continue. Farmers that have 
this land, pay taxes on it, will plant it to something. If they plant 
it to wheat they will not plant it to barley or grain sorghums. 

I think the answer to your question—of course, we have suggested 
as you know an expansion in the conservation reserve in the interim 
here to slop up some of these added acres. When you get that done 
the rest will be planted to something. If you don’t put it to grain 
sorghums or barley or corn, it will go to alfalfa where you can in 
many areas get as many feed units off of the alfalfa as you can off of 
the others. 

Mr. Breepinc. How many acres do you think will go out of pro- 
duction ? 

Mr. McLatrn. Possibly up to 40 million has been recommended by 
the National Agricultural Advisory Commission. 

Mr. Breeptnc. The reason for my question is that I have talked toa 
considerable number of farmers in my area. I believe they would go 
along for more controls if they could be insured of increased income. 
In other words, they want their income upheld to at least present levels. 

Mr. McLatn. Again, Mr. Breeding, the evidence and the history of 
the Congress has been, as Mr. Hagen just pointed out here in his series 
of questions, the reverse of that, to lighten controls. This has been 
the whole history of all of our programs. And these did not come 
about by any Congressman wishing to do it. They came about be- 
cause the farmers wanted it done in their districts. 

Mr. Brreprne. Thank you. 

Mr. Atgert. What would you think of an alternative program sub- 
mitted to farmers for higher price supports with ti Inter controls 
and lower national allotments with the alternative such as you have 
suggested for the next 3 years? 

r. McLain. I think if you submitted the two alternatives that 
we proposed here there would not be any question how the farmers 
would vote on them. 

If you go to watering down one of them which, of course, is the 
natural thing to want to do, it would be otherwise. 

Mr. Aserr. You have not suggested an alternative program—a 
price support increase; in other words, if you raise the price supports 
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to 90 percent, and the minimum with very rigid controls, or 100 per- 
cent as Mr. Breeding just said, you would certainly encourage that 
program considerably. 
r. McLain. There is one point we have not touched on here that 

I am sure that you are aware of. We are already subsidizing wheat 
as I say from 50 to as high as 80 cents a bushel. And assuming you 
could run the domestic price up to 100 percent of parity, just add up 
what that would mean on export subsidies on 500 million bushels of 
wheat. That is what you have to consider. 

Mr. Apert. The Wheat Growers Association wants to buy this 
wheat for flour—— 

Mr. McLain. I know. 

Mr. Atsert. And another subsidy, a lower’ subsidy on exports. 

Mr. McLarn. Yes, I know that. 

Mr. Avpert. Are there any other questions ? 

If not, the committee is grateful to you, Mr. McLain, and your 
associates, for coming before us. 

Mr. McLain. Thank you. It was a very courteous hearing. 

Mr. Avserr. We aaa appreciate, as fast as we can get them, re- 
ports on all of these other bills and on the Durum wheat bill. 

Mr. McLain. We will see that we get them right up here. 

(The information is as follows :) 


U.S. DEPARTMENT OF AGRICULTURE, 
OFFICE OF THE SECRETARY, 
Washington, D.C., April 2, 1959. 
Hon. HArRoLp I). Coo.ey, 
Chairman, Committee on Agriculture, 
House of Representatives. 


DEAR CONGRESSMAN CooLey: This is in reply to your request for a report on 
H.R. 5443, a bill relating to acreage allotments for Durum wheat. 

This Department does not recommend the enactment of H.R. 5443. 

This bill would amend section 334(e) of the Agricultural Adjustment Act of 
1938, as amended, to provide for the establishment of a nine-member Advisory 
Committee to be appointed by the Secretary which would be composed of five 
members representing the growers of Durum wheat, two members representing 
the millers of such wheat, and two members representing the manufacturers of 
macaroni or similar products processed in whole or substantial part from Durum 
wheat. This Committee would make studies of the production and demand 
for Durum wheat and the products processed therefrom, determine the extent 
to which acreage allotments of farms producing Durum wheat should be in- 
creased to supply any deficiency found to exist between demand and production, 
and recommend such increases to the Secretary. The members of the Committee 
would be paid compensation at the rate of $50 per day when engaged in the work 
of the Committee, including travel time, and would be allowed travel expenses 
and per diem in lieu of subsistence. The Committee would be required to meet 
at least once each year and at such other times as many be designated by the 
Secretary or by a majority of the members. 

The Secretary would be required to consider each year the recommendation 
of the Advisory Committee and, if he finds that the wheat acreage allotments 
of farms producing Durum wheat are inadequate to provide sufficient production 
of such wheat to satisfy the demand, the wheat acreage allotments for farms 
located in counties in the States of North Dakota, Minnesota, Montana, South 
Dakota, and California designated by the Secretary as counties capable of pro- 
ducing Durum wheat and which have produced such wheat for commercial food 
products during one or more of the preceding 5 years, would be increased by such 
uniform percentage as he deems necessary to provide such production. No in- 
crease would be made in the wheat acreage allotment for any farm for any year 
if any wheat other than Durum wheat is planted on such farm for such year. 

The increases in wheat acreage allotments which this bill would authorize 
would be in addition to the National, State, and county allotments, but such 
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increases would not be considered in establishing future State, county, and 
farm allotments. Provision is made in the bill whereby any reduction made 
in the wheat acreage on a farm for the purpose of reducing stored excess wheat 
such reduction would apply to the original allotment established for the farm 
and not to the increased allotment. As used in the bill the term “Durum wheat” 
would mean Durum wheat (class II) other than the varieties known as Golden 
Ball and Peliss. 

Our primary objection to the enactment of this bill stems from the fact that 
the supply of Durum wheat for the 1959-60 marketing year is expected to be 
adequate to meet ail domestic and export requirements and provide a comfort- 
able carryover at the beginning of the 1960-61 marketing year. On the basis of 
the prospective plantings of Durum wheat in 1959 and the carryover on July 1, 
1959, which is currently estimated at 21 million bushels, the total supply for the 
1959-60 marketing year is expected to be about 114 times larger than the antici- 
pated utilization. Thus, the carryover of Durum wheat on July 1, 1960, will 
most likely exceed 10 million bushels which is substantial when considered in 
relation to the expected disappearance in 1960-61 of around 30 million bushels. 

The bill makes no provision for limiting the extent of shift in acreage from 
Hard Red Spring wheat to Durum wheat whenever allotments are increased 
to obtain additional production of Durum wheat. With the incentive to in- 
crease the seedings of Durum wheat made sufficiently attractive to obtain 
a shift in acreage, it would be possible for the production of Durum wheat 
in that particular year to greatly exceed the demand therefor. Under these 
circumstances, the excess production would be delivered to the Commodity 
Credit Corporation. The only opportunity the Corporation would have to 
dispose of its stocks of Durum wheat would be in years of a short crop, since 
the bill provides for the production of a sufficient quantity of Durum wheat 
each year to satisfy demand without regard to carryover stocks. Thus, the 
Corporation would be placed in the position of having to serve as a depository 
for all excess Durum wheat production with very limited opportunity to dispose 
of its stocks. This would, no doubt, result in a continuous buildup of stocks 
which in turn would tend to depress prices received by farmers for Durum 
wheat. 

Since the supply of Hard Red Spring wheat, which is produced in the same 
area that Durum wheat is produced is in burdensome surplus and to a large 
extent is substitutable for Durum wheat in the making of macaroni products, 
we are opposed to the enactment of any permanent type of legislation which 
would increase farm wheat acreage allotments over and above the National, 
State, and county allotments to obtain additional production of Durum wheat 
as provided in this bill. We believe that with sufficient price incentive the 
desired production of Durum wheat can be obtained without any increase in 
farm wheat acreage allotments. 

With the Department already having administrative authority to appoint and 
use advisory committees, we can see no need for legislation making it manda- 
tory for the Secretary to appoint such a committee to study the supply and 
demand situation on Durum wheat; particularly, in view of the fact that the 
services of such a committee can be obtained without per diem compensation. 

It is believed that the enactment of this bill would result in the need for 
additional funds in carrying out the price-support operations on Durum wheat, 
but due to the variation in year to year production and demand it is not possible 
to estimate the amount needed for any 1 fiscal year. 

We are advised by the Bureau of the Budget that there is no objection to 
the submission of this report. 

Sincerely yours, 


TRUE D. MorskE, Acting Secretary. 
Mr. Arzert. Anything further? If not, the committee stands ad- 
ourned until 10 o’clock tomorrow morning in room 100-A, George 
Weckinstes Inn. 
(Whereupon, at 11:45 a.m., the subcommittee adjourned, to recon- 
vene at 10 a.m., Tuesday, March 24, 1959.) 
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WHEAT PRICE SUPPORTS AND MARKETING QUOTAS 


TUESDAY, MARCH 24, 1959 


House or REPRESENTATIVES, 
Com™opiry SUBCOMMITTEE ON WHEAT 
OF THE CoMMITTEE ON AGRICULTURE, 
Washington, D.C. 
The subcommittee met, pursuant to recess, at 10 a.m., in room 100—A, 
George Washington Inn, Hon. Carl Albert (chairman of the subcom- 
mittee) presiding. 
Present : Representatives Albert, Breeding, Smith of Kansas, Short, 
and Latta. 
Also present: Representative Gathings. 
Hyde Murray, assistant clerk. 
Mr. Arsert. The committee will please come to order. 
We are continuing our wheat hearings today by being honored with 
the presence of colleagues who have not heretofore appeared on the 
wheat; bills. First we will hear from Mr. Bentley. 


STATEMENT OF HON. ALVIN M. BENTLEY, A REPRESENTATIVE 
IN CONGRESS FROM THE EIGHTH CONGRESSIONAL DISTRICT OF 
THE STATE OF MICHIGAN 


Mr. Bentiey. I appreciate the opportunity to come before your 
subcommittee in connection with my bill, H.R. 3275, amending exist- 
ing agricultural legislation with respect to price supports and mar- 
keting quotas on wheat. I have a prepared statement here which I 
would like to ask the privilege of submitting for the record, particu- 
larly the part of it that deals with the wheat production situation, 

Mr. Apert. Without objection, the entire statement may be in- 
serted in the record at this point. 

(The statement is as follows:) 


STATEMENT OF Hon. ALVIN M. BENTLEY, A REPRESENTATIVE IN CONGRESS FROM 
THE STATE OF MICHIGAN 


Mr. Chairman and members of the subcommittee, it is a pleasure to appear 
before you this morning in connection with my bill, H.R. 3275, a bill to amend 
existing agricultural legislation with respect to price supports and marketing 
quotas on wheat. I should like to mention that I have also introduced two other 
bills, H.R. 3273 and H.R. 3274, which also have to do with wheat. The first 
would exempt certain wheat producers from liability where all the wheat crop 
is fed or used for seed or food on the farm. The other would broaden the exemp- 
tion from wheat marketing quota penalties where all the wheat crop is similarly 
disposed of. I sometimes call these the two Stanley Yankus bills. I further 
understand that reports have been requested from the Department of Agriculture 
on all three bills but that none have yet been received. 
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Before discussing my bill, H.R. 3275, Mr. Chairman, I would like briefly to 
summarize our wheat production situation as I see it today. As of November 30, 
1958, our Government had the following investment under the price support 
program: Under loan, 467,515,973 bushels with a total value of $853,171,354, 
and in inventory, 786,101,564 bushels with a total value of $2,205,872,246. As 
for storage costs involved in wheat in the price support program inventory 
(which includes the cost of storage in the ships of the maritime reserve fleet), 
the total storage costs incurred during fiscal 1958 were $152,314,604. As of 
October 31, 1958, we had in fleet storage 48,954,411 bushels of inventory and our 
fleet storage costs incurred during October alone were $544,372. As of Octo- 
ber 31 we had in commercial storage 748,433,806 bushels, and our commercial 
storage costs during October alone were $13,408,192. 

Productionwise, our latest estimate for the 1958 crop of wheat is 1,462,218,000 
bushels for all wheat as compared with a 1957 crop yield of 950,662,000 bushels. 
I suppose there are two basic explanations: Our seeded acreage increased nearly 
7 million acres and our yield per seeded acre went up from 19.1 bushels to 25.9 
bushels. Incidentally, my State of Michigan rose from seventh to first in the 
Nation in per acre yield with a 1958 yield per acre of 38 bushels. 

In the accounts of the Commodity Credit Corporation the wheat and wheat 
flour programs showed the following losses: The price support program, in- 
cluding the cost of donations, showed a loss for fiscal 1958 of $126,722,853 
and for the 5-month period through October of 1958 a loss of $38,322,076.73. 
The commodity export program, which represents export differential on non- 
IWA shipments paid by the CCC in cash or in kind, showed a loss for fiscal 
1958 of $84,999,924.74 and for the 5-month period through October of 1958 a 
loss of $15,880,899.10. 

According to the February issue of “The Wheat Situation,” published by 
the Department of Agriculture, stocks of wheat in all positions on January 1, 
1958, totaled 1,816 million bushels, the largest of record for that date, almost 
a third larger than a year earlier and 59 percent above average. Stocks of 
CCC wheat included in total January 1 stocks amounted to 774 million bushels. 
Quantities outstanding under the price support program on January 31 totaled 
about 554 million bushels. 

The same publication goes on to state “assuming a domestic disappearance 
of about 625 million bushels, slightly above the estimate for the current year 
to allow for further increase in total food use, and allowing 400 million bushels 
for export, an increase in the carryover of almost 200 million bushels would 
be indicated for July 1, 1960.” With this forecast for the 1959 wheat harvest 
at roughly 1.2 billion bushels and the addition of 200 million bushels to the 
record 1.3 billion bushels of wheat carryover expected this coming July 1, it 
seems proper to ask, Mr. Chairman, where is it all going to end. 

When President Eisenhower sent his agricultural message to Congress on 
January 29, he included the text of a memorandum from the Secretary of 
Agriculture dated January 19. This memorandum offered two alternatives 
for consideration regarding our wheat problem, the one being relaxation of 
controls and other being the so-called control route. 

I will now try to explain briefly the provisions of H.R. 3275 which is intended 
to give the Government greater control over the marketing of wheat and still 
give thé farmer more freedom of production for use as feed on his own farm 
(H.R. 3273 and 3274 should logically also be considered in this particular con- 
nection). My bill, H.R. 3275, by which at least some of the Secretary’s recom- 
mendations would be put into practice, would reduce the national acreage 
allotment of 55 million acres by 5 million acres per year beginning in 1961 
until a national allotment of 35 million acres is reached in 1964. Allotments 
for individual farmers would be converted from their present acreage allotments 
to a bushel allotment equal to the present acre allotment multiplied by the 
farm’s normal yield. Furthermore, the penalty for marketing in excess of the 
quota would be set at 45 percent of the parity price. 

I feel very strong, Mr. Chairman, that we have reached an impossible situa- 
tion in our farm program and especially with respect to wheat. To quote what 
a friend of mine said the other day: “I have never seen a Government program 
which cost so much and still made so many persons mad.” 

I have always felt that we have two basic alternatives in our form program: 
Either to remove all controls and supports, give our farmers complete freedom 
to produce and throw them entirely on the mercy of the market; or to keep 
supports at a reasonably high level and take drastic steps to curtail production. 
With our farm surpluses now at an all-time high, the first step would not be 
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possible. The second alternative, therefore, at the moment seems to offer the 
only approach provided that controls on production are enforced. That is why 
my bill contains a provision for progressively reducing the national wheat 
acreage and other provision to put individual farm allotments on a bushelage 
basis. The remarkable skill of the American farmer in increasing his wheat 
production per acre has made the present system of acreage allotments relatively 
useless. I therefore believe that drastic changes in the program are required. 

I again remind the committee members, Mr. Chairman, of the increase in 
seeded wheat acres in 1958 over 1957 and of the substantial yield per seeded 
acre. It seems to me that these two factors are largely responsible for the 
tremendous crop yield and especially for the substantial carryover. I believe 
that H.R. 3275 would go far toward meeting these two problems and I therefore 
request sympathetie consideration of it by your subcommittee. 

Mr. Bentiey. The two main provisions of H.R. 3275 which I think 
the subcommittee might be interested in is the provision which would 
reduce the national acreage allotments of 55 million acres by 5 million 
acres a year beginning in 1961, until the national allotment of 35 mil- 
lion acres is reached in 1964. 

And the second provision which would be converting the allotments 
for individual farmers to a bushel allotment equal to the present 
acreage allotment multiplied by the farm’s normal yield. 

Mr. Chairman, I am going to take a moment, if I may, of the subcom- 
mittee’s time, to give my own opinion on this wheat situation which 
I think is probably that the overall farm program has reached an 
almost impossible point. 

Somebody said the other day that they have never seen such a 
program that costs so much and still makes so many people so mad. 

And I think we have got, it seems to me, two basic alternatives on 
this wheat problem and, particularly, with respect to the wheat and 
the overall entire farm program. 

Either to give our farmers complete freedom and throw them en- 
tirely on the mercy of the market, or to keep our support at a high 
level and take what I would term “drastic” controls. 

If we removed all controls and with the surplus problems which 
we have—that is true in wheat as it is in anything else—of course, 
I think prices would go down to a very drastic low, indeed. So Iam 
afraid the only alternative we have is to continue the present program, 
perhaps increase the supports from whatever they are now but at the 
same time adopt a much more drastic system of controlled production 
than is in effect at the moment. 

I think, in the first place, the reduction of the national acreage would 
be in order. 

Secondly, I think as I understand other people have suggested, that 
taking the allotments off of the acreage system, putting them on a 
bushelage basis, would be the only realistic step that could be taken 
at this time. 

I think there are two basic explanations as to why our wheat situ- 
ation is in the state that it is today. 

Comparing the 1958 crop with the 1957 crop our seeded acreage, 
according to figures, went. up 7 million acres. At the same time, 
perhaps even more important, our yield per seeded acre went up from 
19.1 bushels in 1957 to 25.9 bushels in 1958. 

In my State, which is normally supposed to be a wheat State, in 
1957 it was 7 and in 1958 it was 38. In 1958 our wheat farmers in 
Michigan got an average yield of 38 bushels per acre. 


38449—59-—— 20 








300 


WHEAT 


As long as our farmers have the ability to increase their yield, 
apparently limitless ability to do so, I maintain that keeping the pres- 
ent system of acreage allotments to get lowered production 1s farcical. 
We will have to put it on a more realistic basis. And I would recom- 
mend that we go to a bushel basis as a more effective way of controlling 
production. 

I think, also, Mr. Chairman, if I can point it out, there are other 
things which your Wheat Subcommittee might wish to consider. 

I have here a statement from the Grain Division of the Department 
of Agriculture giving the estimated U.S. supply of disposition of 
wheat by classes, the Hard Red Winter, Soft Red Winter, Hard Red 
Spring, Durum, and White wheat. And it is very interesting to note 
the figures in this particular table, which I might say is not part of 
my statement, with respect to the different classes of wheat compared 
to the amounts that are produced and the amounts that move into 
commercial channels and that goes into surplus. 

Very frankly, the situation, for example, with respect to the White, 
Durum, and the Soft Red Winter wheats in particular, is very good. 
When you make a comparison between total supplies, that is, begin- 
ning stocks at the beginning of the crop year with the production 
during that year, and the total supply at the end of the year, with 
the amount that is utilized resulting in the ending amount, the figures 
for those three classes are quite satisfactory. In other words, the 
ending stocks are considerably down. 

On the other hand, with respect to Hard Red Spring and Hard Red 
Winter wheats the ending stocks are very high and result, I believe, 
in the amount of wheat that is in Government surplus today. 

I don’t know, very frankly, whether it would be possible to write 
legislation which would change the supports of various classes of 
wheat depending upon those classes which move more readily into 
commercial channels and those classes which pile up in surplus, but 
there has been suggested to me that it seems a little ridiculous to treat 
all classes of wheat on the same basis regardless of the facility with 
which some classes may move into commercial channels and other 
classes may end up in Government warehouses. And I think that that 
is possibly something to be considered, which your subcommittee might 
wish to consider, because most of our problems, apparently, are in 
one or two classes and in other classes, so far as that is concerned, there 
is not too much of a problem at this point. 

That is all I want to say to you at the present time but I will be very 
happy to diseuss this problem at the committee’s pleasure. 

Mr. Axzert. I would like to ask you a question or two. You recom- 
mended a bushel allotment and others have recommended that form 
of making allotments. My own experience with agricultural legis- 
lation has been that gimmicks cause complaints from home. Relaxa- 
tions of the laws which we have had in the past have helped to add to 


thesurplus. For instance, we used to allot wheat on a planted acreage 
basis. 


Mr. Bentiey. Yes. 

Mr. Atzert. The complaints were so strong that we changed it to a 
harvested acre basis because farmers from the dry part of the High 
Plains would say, “We only get a crop once in a while. Why cannot 
we use the good part of our crop?” 
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In addition, a similar situation arises here. You have two possibili- 
ties when you allow a bushel allotment. One is that if it is converted 
to an acreage allotment—and that is the only way it can be done and 
made effective—and if the acreage does not produce the bushel allot- 
ment, the farmer is going to have a deficit. Then he will want to be 
permitted to grow more wheat the next year to make up for the deficit. 
He will come to us and say: “Now, listen, I had a deficit last year, so 
I want you to support my entire production this year.” 

Do you see what I mean ? 

Mr. Bentiery. Surely. 

Mr. Avpert. If you don’t have an acreage allotment along with a 
bushel allotment then you are really adding to the situation. Every- 
body will be sure that he is going to plant énough to get his bushel 
allotment and then a little bit tohedgeon. — 

What do you think of that? 

Mr. Benttey. I think your approach is a sound one, Mr. Chairman. 
There are a great many problems in connection with any changeover 
in legislation. 

The point that I would like to make very earnestly is this, and as I 
say in my statement, it is true because I see it all of the time. I have 
talked to people who get higher than the statewide averages, some- 
times they go up as high as 40 and 45 bushels an acre. And they tell 
me—as I say, I am not a farmer—they tell me the only way in which 
they think they are ever going to be able to control production is to 
get away from the system of putting your allotments in terms of 
acreage which encourages increased yields and put it strictly in terms 
of quantity, as I say, on a measured bushel base. That is what my 
farmers recommend to me. 

Mr. Arpert. I think there is general agreement on that. But the 
question is whether you can actually make it work. That is the big 
problem and the difficult problem, it seems to me. 

Mr. Bentiey. Of course, you are aware, Mr. Chairman, that the 
Department of Agriculture itself recommends that step, I believe, in 
the President’s message when they gave several alternatives. 

Mr. Avsert. In their statement before our committee they hedged, 
to put it mildly. 

Mr. Bentiey. As I recall—— 

Mr. Avzsert. They thought it ought to be considered—that was Mr. 
McLain’s statement. 

Mr. Bentiey. As I recall, the memorandum that accompanied the 
President’s farm message suggested that conversion as one of several 
contro] measures. 

Mr. Apert. It did. 

Mr. Benttey. I would be very happy, I may say, to submit this for 
the record if it is desired. 

Mr. Avsert. I think we probably have that substantially. 

Mr. Benttey. If it is available why it is unnecessary. 

Mr. Axsert. Without objection it may be mented as part of your 
remarks. 
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Wheat—Estimated U.S. supply and disposition, by classes—Continued 
[Million bushels] 
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1 Figures in parentheses show amounts owned by CCC on July 1. 
2 Includes shipments to Territories (which average about 4,000,000 bushels per year). 


Mr. Arsert. Yesterday Mr. McLain testified to this point, and his 
statement was that the difference between the normal disappearance 
of different types was more fictional than real. That is substantially 
what he said. The reason there was a shortage of certain types of 
soft wheat was that there had been a tremendous subsidized export. 
He did not think that it would work out to any advantage to classify 
wheat by types. It was his opinion that the Department could im- 
mediately eo an end to shortages and bring about an excess of this 
type of wheat if it simply cut down on exports. That was his 
statement. 

Do you have anything to refute that? 

Mr. Bentiey. I am Jooking at these figures and I see under “ex- 
ports” here, indicated total exports for 1958 have all wheat as 454 
million bushels, of which Hard Red Winter wheat takes up 253 mil- 
lion. That is well in excess of half. 

Mr, Axpert. Over half of the production of red winter wheat, or 
of all wheat ? 

Mr. Bentiey. It is over half of the exports. 

Mr. Arpert. It is half of the total production, isn’t it? 

Le Bentizy. Total production of Hard Red Winter wheat is 835 
million. 
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Mr. Arzert. It is over half then. 

Mr. Benttey. No, no. 

Mr. Smirn. About a fourth. 

Mr. Bentiey. About a fourth. 

Mr. Apert. Is that correct? 

Mr. Bentiey. And as I say, the exports for 1958 are 253 million, 
which would be about 30 percent roughly. I feel that that is the 
largest—by far the largest category of wheat that is exported. White 
wheat is only 120 million. 

Mr. Atzert. You know the Department has recommended that we 
reduce the allotments unless we go to a wheat control program which 
they recommended to us; that we keep allotments, say, at 55 million 
and that we lower the support price to about $1.47 next year and then 
down further on a formula of 75 to 90 percent of the three previous 
marketing years’ averages. 

Mr. Bentiey. I can speak to that. So far as my wheat farmers in 
Michigan are concerned, they can get along under the Department’s 
recommendations as well as wheat farmers in other parts of the 
country because, asI say, because of their high yields. They can 
produce more and more and more and they can get along with lower 
support prices. 

ut I, frankly, say that I don’t believe that at the present time 
that the Department’s recommendations will make much of a differ- 
ence in this surplus problem. So I am speaking not for my Michigan 
farmers as farmers but as taxpayers, you might say, because I think 
that this wheat situation has just gotten to be an intolerable burden. 
I believe we have easily 15 months’ supply in storage now, and I 
think we are going to have to do something to limit them or they 
are going to be faced with one of the worst scandals that we have seen 
in a long time. 

Mr. Apert. There were several things over which the law did not 
have any control. One was war, and the other was weather. Those 
are two problems that we did not have any control over. We stepped 
up production goals during the Korean war and then we gradually 
came down to 55 million acres. 

Don’t you think that that is something which had better be recog- 
nized by the Congress ? 

Mr. Bentiey. Yes, sir, I think we should be the last people in the 
world to complain over the fact that the Lord has seen fit to give us 
such bountiful crops over the last few years, whether because of 
weather or anything else. 

As I say, it still to me requires some drastic action, when we are 
faced with a program, the total farm program with respect to that, that 
will be intolerable other wise. 

Mr. Asert. I want to agree with that. Are there any other 
questions ? 

Mr. Smith, do you have any questions? 

Mr. Sir. No. 

Mr. Avzert. Mr. Breeding? 

Mr. Breepine. Yes, | have a question. 

This 38-bushel per acre average yield for your State, which you 
mentioned earlier, do you think this increase over what you normally 
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produced in your State is all accredited to the ability of the farmer 
to produce ? 

Mr. Benttey. I think, of course, last year in my State we had a 
very good crop year not only for wheat but for many other crops. 
But I would say that a great deal of that, Mr. Breeding, is due to 
increased ability, increased yields, more fertilizer, better farmin 
techniques. A very large part of it is due to the increased ability o 
the farmers to produce even though, as I say, last year it can be 
partially explained on the basis of an unusually good farm year. 

Mr. Breepine. What do you raise? 

Mr. Bentiey. Mostly white and soft red. I think, incidentally, 
about 10 percent of our Michigan crop goes into surplus. 

Mr. Breepine. One other question. I believe you recommended that 
acres be cut from the total of 55 million by 5 million a year. 

Mr. Bentiey. Down to 35 million in 1961. 

Mr. Breepine. How would you handle the 5 million acres—take 
them out of crop production, put them into the soil bank, or in what 
way would you handle it? 

Mr. Benttey. I think it will have to be taken out of production. 
I don’t think it should go into the soil bank. It should go out of 
production. That would have to be done proportionately across the 
country. 

Mr. ii! Mr. Bentley, have you thought of what would happen 
to millions and millions of acres that would be taken out of production 
in the high plains area and not used—they would blow away. 

Mr. Bent ey. It is possible that it could be put into the conservation 
reserve. So far as the soil bank is concerned that maybe would be the 
answer. I admit if you did not have trees or grass cover you would 
probably have a tremendous amount of top soil blown away. 

Mr. Smiru. In order to keep that top soil from blowing the farmer 
has to do work—he has to do more work on his vacant soil than on 
his planted acres to keep from losing the soil. 

Mr. Breepine. Do you believe there is any other improved way of 
getting more food into the hungry mouths of the world ¢ 

Mr. Bentiey. Iam glad that you asked that question, Mr. Breeding, 
because I followed the operation of Public Law 480 both at home and 
abroad with some care. 

First of all, here at home, I think we are moving an awful lot of 
our surplus crops into the mouths of hungry people, needy people, 
people on welfare here at home. But as long as you permit, which of 
course I agree with, the local units of Government, the States, the 
counties, to determine the standards by which people will receive that 
food, it seems to me that you will not make too much further progress 
at the present time. 

For example, I know counties right in my own State that do not even 
care to participate in the surplus program so far as their people on 
welfare are concerned. 

Let us take an average county, maybe the local cost of participating 
in the program would be about $4,000 a year. The board of supervisors 
has to vote that money before the county can participate. Most of our 
counties in Michigan where we have a serious unemployment problem 
are participating in the program, but there are counties for one reason 
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or another that the local government unit decided they do not want 
to come in. 

As I say, I don’t see any practical way that you can force them to 

articipate in the program, whereby you can force them to take 
overnment crops out of surplus, and make use of them. 

But unless you do, unless you compel them to do so, I don’t think 
you can go much beyond what we are doing here at home at the present 
time. 

So far as the overseas distribution is concerned, yes, we probably 
could do a great deal more than that. After all, the operation of 
Public Law 480 is pretty much limited to those areas where we can 
make an arrangement or a deal with a foreign government to take these 
surplus corps of ours, dispose of these surpluses through their own 
commercial channels. 

A lot of people have expressed amazement and concern to me that 
they were not actually giving the food away to needy people, whether 
in Asia or Africa or any other part of the world. I have tried to ex- 
plain to them that the only way the program could operate would be 
by, say, through selling or loaning the money for the purchase of the 
stocks to the foreign government itself. 

I do agree that more could be done. I think that the Department 
is trying to do more. 

Then, of course, we run into the problem that we have already ex- 
perienced, that is, that a lot of countries that compete in export 
markets with our stocks of surplus are already accusing us of going 
too far in this direction. How far you can continue to make those 
crops available beyond what we are doing without undercutting the 
price for other foreign exporters is a pretty serious question. 

Mr. Breepine. Do you have any ideas about charitable institu- 
tions—how they could handle more of this food for needy people? 

Mr. Bentiey. You mean here at home or abroad ? 

Mr. Breepine. Abroad. 

Mr. Bentiey. Well, very few charitable institutions, I believe, can 
operate abroad except by permission of the foreign government in a 
particular country. 

I would like to see our surpluses go out even if we had to ship it 
abroad at our own expense, which I suppose would be the case in most 
instances. 

But, again, if you do not get the concurrence of the particular gov- 
ernment involved, I think you are pretty much stopped because I don’t 
see how it would be possible to put surplus wheat or surplus corn or 
any other surplus stocks into any country unless you had the concur- 
rence, the active cooperation of the particular government, whether 
you did it directly through the Government or through charitable 
institutions. 

And as I say, if we increased these surplus programs overseas much 
beyond the extent they are going now, we are going to have even 
harder relations or harder feelings with some of these other foreign 
countries that try to export commercially the same stocks we are giv- 
ing away. In other words, we are going to be accused of dumping. 
I know your own committee has heard that accusation many, many 
times. 
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Mr. Atsert. What do you think of the 15-acre exemption from 
quota penalties? 

Mr. Bentiey. Very frankly, Mr. Chairman, it has been a great 
benefit to a lot of small farmers, but speaking again for my farmers, 
they would much rather do away with that 15-acre exemption if they 
could thereby be eligible to vote in the next wheat referendum. 

I have tried to tell them why they come under the 15-acre exem 
tion and they are authorized to vote. They say, “To heck with it, 
we would just like to have the privilege of going to vote.” 

Mr. Atzert. Thank — very much, 

Mr. Bentiey. Thank you, Mr. Chairman. 

Mr. Apert. Thank you for your fine contribution. 

The Chair recognizes now the gentleman, Mr. Langen, from Min- 
nesota. 

The committee will be delighted to hear from you. 


STATEMENT OF HON. ODIN LANGEN, A REPRESENTATIVE IN CON- 
GRESS FROM THE NINTH CONGRESSIONAL DISTRICT OF THE 
STATE OF MINNESOTA 


Mr. Lancen. Mr. Chairman and members of the subcommittee, I 
will go through my statement first. And then I shall have some fur- 
ther observations to make. 

At the outset may I express my pleasure for the opportunity of ap- 
pearing before your committee this morning. I should, as well, want 
to compliment the chairman and all of the members of the committee 
for the volume of effective work and effort they have contributed on 
behalf of our farm population. 

Mr. Chairman, surely I am aware of the great many varied opinions 
and criticisms which exist among farm people, taxpayers, and con- 
sumers alike relative to the farm situation today. These criticisms 
very clearly emphasize the difficulty and complexity of the problem 
that confronts us. I have every confidence in the wisdom and knowl- 
edge of the membership of this committee to deal realistically with the 
problem, and it is not my desire to impress the committee that I have 
the complete answer to the farm problem. It is rather my desire to 
present a few principles that, in my humble opinion, would improve 
the situation with at least some degree of satisfaction and benefit to 
the farmers, taxpayers, and consumers. For the privilege and honor 
of presenting these views I am most grateful to you, Mr. Chairman 
“a members of the committee. 

I don’t believe it is necessary for me at this time to emphasize to the 
very well-informed membership of this committee the need for wheat 
legislation. I know that each of you is very keenly aware of the prob- 
lem confronting the wheatgrowers of our Nation, both from the stand- 
point of lowered price and the large wheat surpluses which are seri- 
ously depressing our farm economy. It will suffice to say that with 
over a billion bushels of surplus wheat on hand today, when we recog- 
nize the cost this represents to the Commodity Credit Corporation plus 
the costs of storage, we have sufficient evidence that some realistic steps 
need to be taken for the purpose of correcting this situation. 

I should hope that I would find no quarrel with any member of this 
committee if I were to say that the ideal solution would be one that 
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would provide equitable opportunity for farm families engaged in the 
production of wheat to receive a full parity price, and to be able to 
do so with the least amount of Government regulation and Government 
expense. H.R. 5060 is designed to accomplish this objective. Its 
design has come to me through, first of all, a lifetime of experience as 
a producer of wheat, and secondly, through 15 years of experience in 
the administration of the farm program during the period from 1935 
to 1950. 

Consideration has as well been given to the experience gained by 
the Department of Agriculture over the period of years in which we 
have attempted, through various Government regulations of wheat 
allotments and marketing quotas, to more closely balance production 
with our domestic use and exports. Statistics show us that during the 
past 10 years, in 8 of which we have had wheat allotments, our average 
production has exceeded our domestic use and exports by only a little 
over 5 percent. Mr. Chairman, may I ask your permission at. this 
time to have inserted in the record statistics we have compiled in sup- 
port of thiscontention. These are identified as items A and B. Each 
member has also been provided with a copy. 

Mr. Apert. Without objection it is so ordered. 

(The tabulations are as follows:) 


ITEM A 


Figures on the production and consumption of wheat in the United States over 
@ 10-year period, 1948-57 ; compiled from figures supplied by the U.S. Depart- 
ment of Agriculture 














Year Domestic use | Exports Total disap- Production Surplus See 
pearance note ! 
2 cn tien a -| 681, 103, 000 503, 996, 000 1, 185, 099, 000 1, 294, 911, 000 307, 000, 000 8.5 
DML. ncaunewkee 684, 104, 000 299, 119, 000 983, 223, 000 1, 098, 415, 000 425, 000, 000 10.5 
i ahocdancons 689, 961, 000 366, 145, 000 1, 056, 106, 000 1, 019, 344, 000 400, 000, 000 (3. 5) 
PRG. nc nawcs 688, 412, 000 475, 251, 000 1, 163, 663, 000 9RS, 161, 000 256, 000, 000 (15. 1) 
PL cwaseness 660, 712, 000 317, 764, 000 978, 476, 000 1, 306, 440, 000 606, 000, 000 25.0 
1063-64. ........... 633, 861, 000 216, 785, 000 850, 646,000 | 1, 173, 071, 000 934, 000, 000 27.5 
1054-66_.......... 611, 060, 000 274, 373, 000 | R85, 433, 000 983, 900, 000 1, 036, 000, 000 10.0 
1955-56........._.- | 601,168,000 | 346, 272, 000 947, 440, 000 | 934, 731,000 | 1, 033, 000, 000 (1. 4) 
PET «. .. Seceum cbs | 587,104,000 | 548, 558, 000 1, 136, 669,000 | 1, 004, 272, 000 909, 000, 000 (11. 8) 
9067-08. .-.22.. | 587,465,000 | 402, 453, 000 989,918,000 | 950, 662, 000 881, 000, 000 (4.0) 
NG So de ES oak ok bless |--------------|----------- sinboepanedeboat tee mee lions chine 
5-year average 
1948-53 _......- 668, 058, 000 392, 455, 000 | 1, 073, 313, 000 1, 141, 454, 000 |....- | 6.0 
5-year average | 
1953-57 _........| 604, 132,000 357, 688, 000 962, 021, 000 Te, Ot, Ge Lo cncenscces 4.7 
10-year average | | 
1948-57 _....... 636, 495, 000 75, 072, 000 1, 017, 667,000 | 1,075, 391, 000 = = 5.7 
' 








1 Percent of production to total disappearance. Parentheses identify years in which disappearance 
exceeds production. 
3 Estimated. 


Allotted and seeded acres for wheat over a 10-year period 

















Year Acres alloted | Acres seeded | Year Acres alloted | Acres seeded 
te ee — —— — _ ee me o— SS EE 
SRD oar wine cit extern oe 3) 78. 345, 000 ees ++ a aehen 55, 802, 000 58, 241, 000 
cnr 5 en 'nb cn soe ©) 83, 905, 000 |} 1956-57........... . - 5, 225, 000 60, 658, 000 
SL «idk cop dascetdan 72, 776, 000 71, 287, 000 || 1957-58. 55, 000, 000 49, 852, 000 
SS as wineac che 72, 785, 000 78, 524,000 || 5 yearav erage 1948-53 - 72, 781, 000 78, 141, 000 
Pad sivacwbedes (@) 78, 645, 000 || 5 year average 1953-59 57, 459, 000 62, 044, 000 
SESS snk d sws cnet ) 78, 931, 000 || 10 P va av erage 
IR 62, 809. 000 62, 539, 000 POR bicnet den apne 65, 120, 000 70, 092, 000 





1 No allotment. 
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Wheat support prices as set by USDA over a 10-year period 








100 percent} Actual 100 percent| Actual 
Year of parity support Percent of Year of parity support Percent of 
set by price parity set by price parity 
USDA USDA 
Sidines< oun $2. 21 $1. 99 90.0 |} 1955.... 2. 52 2.08 82.5 
ISR 656285. 2. 42 2.18 90.0 || 1956... 2. 42 2. 00 82.6 
1952... 2. 45 2. 20 90.0 1957.... 2.51 2.00 79.7 
fies. és- i 2. 46 2.21 90.0 |} 1958... 2. 43 1. 82 75.0 
NOB, ci annwee 2. 49 2. 24 90.0 || 1959.... 1.81 75,0 
Item B 


Moneys used in the Commodity Credit program of loans, purchase agreements, 
and storage 











Year | Loans made | Loans repaid L»ans Purchase Total CCC | Cost cf sur- 
matured agreements | obligation | plus storage 
1955_. ....| $568, 795,000 | $55, 965, 000 | $512, 830, 000 $44, 550, 000 | $557, 380,000 | $184, 775,000 
1956 : 467, 938, 000 184, 307, 000 283, 631, 000 15, 492, 000 299, 123, 000 185, 341, 000 
IGP. sch és | 438, 241, 000 91, 683, 000 391, 558, 000 28, 830, OVO 420, 388, 000 162, 409, 000 
1958}... -----| 876,037,000 | 42, 454, 000 833, 583, 000 (7) 833, 583, 000 9) 
| 





1 1958 figures to Dec. 31, 1958. 
4 Purchase date Apr. 1, 1959. 
3 No figures. 














The effect of the incremental wheat program on a farm having 100 acres of 
wheat allotment with a 20 bushel average yield per acre 














Percent of | Acre reserve | Incremental Present 
Acres Bushels parity Price payment program program | Difference 
income 
' 
| 
ce cinketndicies 2, 000 60 $1. 44 | 0 $2, 880 $3, 640 —$760 
lit terknetalctinnes 1, 900 7u 1. 68 $50 3, 242 3, 640 —398 
ee 1, 800 80 1.92 100 3, 556 3, 640 —84 
__ 1, 700 90 2.16 150 3, 822 3, 640 +182 
itheestinehil 1, 600 100 2. 40 200 4, 040 3, 640 +400 








Mr. Lancen. This percentage will be increased somewhat when 
the final figures are available for the year 1958, which was, I believe, 
the largest average yield in our Nation’s history. 

These statistics seem to present suitable evidence that the re- 
quired reduction in our production is not beyond reach, and that the 
desired goal could very well be attained. It is significant to note in 
this respect that no longer ago than the crop years of 1956 and 1957 
the surplus on hand was reduced with our present allotment and 
marketing quotas in effect. 

It is my opinion that one of the reasons we have not been more suc- 
cessful in our attempts to arrive at the point where the total dis- 
appearance of wheat each year would equal the production is that 
sufficient opportunity and responsibility have not been delegated to 
the farmer himself. Under the programs which have been used up 
to this time, he has had no realistic opportunity to achieve full par- 
ity price in return for his efforts at reducing production. 

It would seem to me that if we are to entertain hopes for the future 
whereby we will be able to provide a program with the opportunity 
of full parity income for the wheat farmer without aggravating the 








310 WHEAT 


already acute surplus situation, we must first of all provide for him 
the opportunity to achieve this goal himself. Thus, I am submitting 
a new principle to the farm program as it applies to wheat farmers— 
a program which will give the individual farmer the opportunity on 
an optional basis to achieve full parity _— by voluntarily reducing 
his production. This should leave with him the proper incentive, as 
well as the responsibility, to achieve the goal which has been promised 
him a good many times. Such a a properly administered 
carries with it the very desirable result of reducing the surpluses 
which are presently on hand, thereby greatly cutting down the huge 
Government expenditures which are required to maintain the pro- 
am. And further, it will actually increase the earnings of the in- 
ividual small farmer, thus enabling him to stay on the farm, and 
assuring him his just share of the national income. 
The mechanics of the bill H.R. 5060 are very simple and basic, 
roviding incremental price supports and acreage reserve payments. 
ost of the provisions presently written into law pertaining to wheat 
allotment and marketing quotas remain in effect. Therefore, we 
will continue to have a wheat allotment established for every farmer 
in wheat-producing areas, and farmers will still have the oppor- 
tunity of voting on whether they wish to accept the provisions of a 
marketing quota. The farmer is then offered the option of reducing 
his seeded acreage of wheat below the allotment established for his 
farm. For each 5 percent reduction in seeded acres, he becomes 
eligible for an increase of 10 percent in the price support available to 
him through the Commodity Credit Corporation as exemaplified by 
the following table: 


If the percentage of his acreage allot- His level of price support shall be— 
ment withdrawn from production is— 

Not less than 5 percent 70 percent of the parity price 

Not less than 10 percent 80 percent of the parity price 

Not less than 15 percent 90 percent of the parity price 

Not less than 20 percent 100 percent of the parity price 


He will thus reach the desired 100 percent of parity if he reduces 
his allotted acres by 20 percent. This percentage reduction offers the 
full potential of reducing our surpluses and creating a market for the 
total wheat production. 

It is necessary that one further provision be added. The acreage 
taken out of wheat production is not to be converted into the produc- 
tion of other crops, which as well might be in surplus. It is required 
that these acres be kept out of the production of any crop or the 
grazing of any stock. Acreage reserve payments are provided for 
these acres at a rate not to exceed $10 an acre per year, based on a 
scale proportionate to the assessed valuation of the land. 

The bill further provides that there will always be an adequate 
supply of wheat on hand through a reserve of 500 million bushels. 
The Commodity Credit Corporation is authorized to dispose of wheat 
in excess of this 500 million bushels at the lowest incremental price 
support level of 60 percent of parity. This provides ample oppor- 
tunity for developing our foreign markets and all the other channels 
presently used by the Department of Agriculture for the disposition 
of surplus wheat. 

This very briefly outlines the principal points of the bill. 


eee 
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May I take just a few more minutes of your time to further empha- 
size a few of the desirable qualities of this legislation. 

First, it offers a real opportunity for the farmer as an individual 
operator to achieve full parity prices, and to be able to do so with the 
least amount of Government regulation. In this manner he will be 
in the position where his gross and net income can be increased so 
that he will receive a more just share of the total national income. 

Second, the application of this program has the real potential of 
being less costly to Government. By its application, production can 
be reduced to the point where it will no longer be necessary for the 
large investments of the Commodity Credit Corporation through the 
system of loans and purchase agreements, and storage costs as well 
can be greatly reduced. This in effect would eventually produce a 
desirable market price and wheat again would be moved through the 
commercial channels. In this manner it will not only be beneficial 
to the farm population, but to the taxpayer and the consumer as well. 

Third, a very significant point in the application of the provision 
contained in this bill is that it presents no problem of administration. 
All of the provisions of the bill can be successfully and effectively ad- 
ministered through the township, county, and State committees and 
the regulations which govern our present program. 

Fourth, the success of this program will be greatly enhanced by the 
fact that we have given to the farmer a real incentive for voluntary 
compliance. Compliance, of course, is essential if the program is to 
be effective and is another one of the factors that will provide for easy 
administration. 

This same principle can very oro be adapted to price support pro- 
grams of other small grain crops. It shall be my purpose to project 
this principle in another bill to other small grain crops which are 
presently being supported. Should Congress see fit to adopt these 
principles to our present farm program I believe we will have taken 
a real forward step toward the solution of the very controversial and 
burdensome economic condition which has there, farm populace 
during recent years. Its application would as well strengthen our 
national economy, preserve the national productivity of food and fiber, 
and prove beneficial to farmers, taxpayers, and consumers alike. 

For these reasons it is my hope that this committee in its wisdom 
may regard this matter with favor. 

Mr. Chairman, I would stop at this point in the event there are any 
questions. I have some further observations I would like to make. 

Mr. Axsert. There will be some questions. 

Mr. Lancen. I will be glad to answer the questions now. 

Mr. Apert. First, the Department has not submitted a report on 
this bill as yet. 

Mr. Murray. No, sir. 

Mr. Apert. I discussed this on the record and privately with Mr. 
McLain yesterday and I think it is safe to assume that the Department 
will not report favorably upon this bill. That is my assumption based 
on what Mr. McLain said because he feels that any staggered price 
support will work on the one hand to encourage the production by 
the person who does not want the high price support; and that, in 
turn, will cost the Government more as the volume of wheat goes up 
with respect to those who take the high price supports. 
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That, in my opinion, and I have not stated it as well as Mr. MeT ain 

ater it, seems to be one of the things they are going to say about your 
ill. 

Mr. Lancen. If I may respond to that, I should like to say this: 
first of all, we have asked for permission to discuss the matter with 
the Department. Unfortunately, we have not had the opportunity 
to do that as of yet. We are still in hopes that they are going to grant, 
us that privilege, however. 

Secondly, I should say this, that while their opinion may have been 
voiced in that manner, that does not particularly surprise me nor does 
it alarm me. 

The bill was not designed for the purpose of, or for the specific 
eee of satisfying the Department of Agriculture. It was rather 

esigned to deal realistically with the farm problem. I should like 
to rest on that basis. 

Mr. Apert. My only answer to that is your leadoff here, namely, 
that we need to do something. Of course, getting the Department to 
approve the bill is one of the elements of getting the job done. 

The next thing I would like to say is this, there are some minor 
precedents for this in the cotton bill, not directly but they do have a 
double-barreled price support and option under the cotton law. So 
it is not completely without precedent. Is that not right? 

Mr. Laneen. It is my understanding that that is correct. 

Mr. Axzert. It does not go into the details that this does. Nor 
does it offer as many alternatives. 

But the third thing is this, are we going to have an adjustment 
program—that is the theory of these laws—with the hope that the 
adjustments will bring about the price situation which we consider a 
minimum for farmers with the Government involved only as a 
remote underwriter. 

That is the basis, as I understand it, of the Agricultural Adjust- 
ment Act of 1938. We hoped that adjustment would do the job. 

Are we going to leave that and go into a situation where instead 
of the Government being indirectly involved it becomes directly a 
contributor by paying differentials to different individuals? Are we 
going into a controlled agriculture? That is my question. 

Mr. Lancen. May I say this, that with the experience which we have 
had with the varying degrees of price supports, wheat acreage allot- 
ments and marketing quotas, that possibly there is less of a direct 
control involved in my proposal than we have had in some instances in 
the present program. 

Mr. Atserr. There is a direct payment guaranteed, a differential 
which means that you are starting out with the premise that the Gov- 
ernment is going to spend money on the program which has not been 
true, in theory at least, or in principle at least, with the philosophy 
under the Agricultural Adjustment Act of 1938. 

Mr. Lancen. I think that is true to a degree. And I think that 
degree is emphasized in all instances by the volume of surplus that 
may be on hand. And I suppose that it is fitting and proper to say 
that we are going to experience some real difficulties until we have 
solved the problem as it presently is before us by disposing of the 
very large excess of our surpluses that are on hand. 
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With regard to that, and if I may be permitted, Mr. Chairman, 
I should like to make some observations on the matter of the sur- 
pluses and that problem as it confronts us. 

Mr. Axserr. All right. 

Mr. Lancen. I know this committee has had a good many state- 
ments with regard to the increased production on the acreage and 
so on; and to that I should want to say that those figures are not 
realistic unless they are considered on an average basis. And in my 
humble opinion, and as I think any wheat farmer knows, comparing 
one year with another acreage and production per acrewise is unreal- 
istic. It is exactly the same as comparing the rainfall in one area to 
that in another area on a 1-year basis. 

But on an average basis we find that you.can make a pretty good 
comparison that way. A 10-year average of rainfall is pretty in- 
dicative of the rainfall that can be expected in that area. I think the 
same is very true with regard to the production of wheat. The 
figures that I have submitted I believe substantiate that. 

Over a 10-year period, recognizing the average production, together 
with the average seeded acreage, we find that there has not been too 
much difference between total ‘disappearance and the production. 
The problem that has plagued us is the gradual accumulation from 1 
year to the next of the surpluses. 

Recently, the experience we had in recognizing 1958 was the 
most productive year in wheat in our Nation’s history, but in the 
3 previous years—and there are three of them—our surpluses were 
actually reduced, even under the present allotment and marketing 
quota system. It went down in all 3 of those years. 

When we make a further analysis of that it shows that there is 
a direct relationship between seeded acreage—I should say average 
seeded acreage—and average production. 

During that 10- year per ‘iod, the first 5 years of that 10-year period, 
we find that our aver age seeded acreage was 78 million acres. We 
find our production was up during that period, there being 1,141 
million bushels. 

The next 5 years of that period, we find the seeded acreage was 
reduced. We find production down as well, having dropped by some 
130-million bushels. 

If we take the whole 10-year period, we find that our average seeded 
acreage will then move back up again. As it moves up we find the 
average production moves up, which cert tainly indicates, even on an 
overlapping basis in this instance, that there is a very direct relation- 
ship between average production ‘and average seeded acreage. They 
vary directly. 

Consequently, as we approach that problem—it has to be regarded 
on an extended period, not on a 1-year basis. I should profess that 
any program which attempted to solve the wheat situation on a 
year-by-year basis is going to be very, very difficult—it has to be 
projected over an average of a period. If over an average period of 
years the seeded acreage can be reduced, the corresponding reduction 
is going to follow in production. 

Mr. Aveerr. There has been a gradual upward curve in production 
over the last 20 years which is a normal part of the development of 
American agricultural technology. 
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Mr. Laneen. There isn’t any doubt but what there is an average 
increase, although the average is not nearly as large as is indicated. 

Mr. Auzert. Agreed. 

Mr. Lancen. Again, another factor is involved here and is not 
stressed sufficiently, and that is that so many times the average yield 
per acre is expressed in terms of harvested acres rather than seeded 
acres. 

Mr. Apert. That is true. 

Mr. Lancen. And so we see sigh yields are portrayed on the har- 
soma acres, whereas in a good many instances they were not harvested 
at all. 

Mr. Atzert. Do you recommend the elimination of the harvested 
acreage base ? 

Mr. Lanecen. I think that the consideration should always be made 
on the basis of the seeded acres. 

Mr. Axtsert. Did you state—I may have missed it—the size of the 
national marketing quota that you would have under your bill? 
Would it still remain a minimum of 55 million ? 

Mr. Lancen. The minimum will remain at 55 million acres, 

Mr. Avsert. You start from then on 

Mr. Lancen. Yes. 

Mr. Arsert. The individual reductions. 

Mr. Lancen. Very true. 

Mr. Atzert. Then did you say anything about the 15-acre provision ? 

Mr. Laneen. No. The 15-acre provision we have not incorpo- 
rated in this bill. I should say to the committee that while I do have 
some opinions with regard to it, we left it out of the bill because the 
thing we wanted to project was the principle as it relates to price sup- 
ports, and its application in that respect without picking up a lot of 
other tangles. In fact, there are a good many of those in other fields 
er I would have some opinions on. They are not contained in this 

ill. 

Mr. Avert. Mr. McLain yesterday, in presenting the Department’s 
»oint of view, described what they called their “option one”—which 
is really their plan—their option two is an ionautine control program 
with low support prices which no farm group would adopt—no farmers 
will ever adopt option two, and no Congress will ever leave such an 
option to the farmer—so that actually their real program is their 
option one. As I understand it they would keep a 55-million-acre 
floor and lower support prices yearly by basing supports upon a 3-year 
market average. And the gist of that program—Mr. McLain’s pro- 
gram is that the way to get rid of the wheat surplus is to get it down 
to the feed price and to make it competitive with feed that is already in 
oversupply in every type and variety that I know anything about. 
And, of course, that is saying that your wheat should be based upon its 
feed value which is making the tail wag the dog, isn’t it? 

Mr. Lancen. I should very definitely agree with that. May I make 
an observation with regard to that? 

Mr. Apert. Yes. 

Mr. Lancen. Naturally, any program must have some relationship 
to the domestic use and exports as well. I think that in those fields we 
have a couple of factors that do not receive the consideration that in 
many instances they ought to receive. 
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Again, the statistics that we have here will indicate this, 

Getting back to the 10-year period, we note in the first 5 years out of 
that 10-year period we had price supports that were 90 percent of 
parity. If we look at the figures we will find that our domestic uses 
during those years were higher than the next 5 years in which we had 
a reduction in the parity price. 

By the same token if we look at our exports which have to be re- 
guided in a different light, and so many times I note the desire to 
associate exports with price—I should want to present to the com- 
mittee that there are other factors that affect that as well—just the 
same as they affect production. Exports, I think, have to be regarded 
on an average basis much the same as production, because you have the 
same experience in foreign countries and with the markets for exports 
because of adverse weather conditions and so on that affect crops in 
other countries. There are a good many years when the export 
market is much better than others, regardless of what we may have 
done here. So that the export market is not always directly geared 
to price. It has a market factor of its own that is created by weather 
conditions and things that are beyond our control, which is true of 
our own experience in the production of wheat. 

Mr. Apert. Above everything else it would seem if we are going to 
have a price support program at all we would take a secondary use for 
the crop and, certainly, feed is a secondary use for wheat, and make 
it the determining factor in the price support program. 

Mr. Lancen. May I in that light picture this, because of the fact 
that when we regard the bushels that may be produced on farms that 
only comply with their allotments, in other words, they are not at- 
tracted by these incremental price supports, we find there we have 
wheat supported at a lower price, which will substantiate your state- 
ment. There will be wheat at a cheaper price for feed or whatever 
other purposes, 

Mr. Atsert. Of course, you urged full parity, and so does every- 
body. There is no disagreement on that. And I think Mr. Hughes 
in testifying for the National Wheat Growers’ Association said that 
the farmer was entitled to full parity for the wheat that went into 
flour and the consumer is willing to pay that. The question is not 
exactly that. 

The question is, should that be done solely by compulsion of law? 
It seems to me that that is a question that comes into your proposal 
and into the domestic parity plan. You are trying to get at these 
high support prices and high consumer costs—I don’t mean to say 
high—a fair consumer cost is what 100 percent of parity is—that you 
should go that far by law. What do you think about that? 

Mr. Lancen. My opinion on that—and again I think we have some 
experience in that field—can be illustrated by some additional figures 
which were not contained in the documents that I submitted to this 
committee, which show the amount of wheat we had on hand going all 
the way back to 1938. And if we look at those figures, and recogniz- 
ing the Commodity Credit Corporation has been in the business dur- 
ing those years with the exception of the war years which ought to be 
exempt, we find that every year in which the production was such that 
our surpluses were reduced, that a substantially larger amount of 
wheat, produced moved in commercial channels. And every time that 
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we were approaching the point where we were closing the gap between 
production and the total disappearance, the wheat moved in the com- 
mercial markets. That, I think the chairman would agree with me, is 
the ideal situation if that can be created. 

Mr. Atpert. Yes. 

Mr. Lancen. And so, consequently, we do get back to the original 
problem, that of balancing somewhat production with the total dis- 
appearance. With regard to that may I make one further 
observation ? 

There isn’t any great detriment, may I say, with having a few 
excess bushels of wheat because of the fluctuations that come along. 
And it does provide you with the advantage of being able to take 
advantage of the opportunities for export sales. 

Mr. Asert. With 500 million bushels as a base minimum? 

Mr. Lancen. A base minimum. 

Mr. Arpert. You recommended using an acreage reserve. You 
realize that there is a parliamentary matter involved in that. If you 
are going to do a part of this by acreage reserve, you must under- 
stand this committee will not be able to control that. ‘It will go before 
the Appropriations Committee, where it might be cut down. Then 
where will we be? We cannot write a law that will require the con- 
servation reserve program to be in force year after year. There is no 
possibility of doing that. 

Mr. Lancen. May I say this—the provision here is one rather of 
those acres which are taken out of production, and it being a require- 
ment of the wheat farmers’ compliance. 

Mr. Arzerr. Whether he gets 

Mr. Lancen. Whether he gets a payment or not. 

Mr. Arzert. I see. 

Mr. Lancen. Yes. 

Mr. Avsert. How long do you think the program will run? 

Mr. Lancen. Pardon ? 

Mr. Auzerr. How long would you let your program run—until it 
caught up—until it got down to 500 million bushel surplus—then 
what would you do? 

Mr. Lancen. If we got down to a 500-million-bushel surplus, which 
is held by the CCC for use in emergencies or calamities or any needs 
that may arise, then it is logical to assume that we are going to have 
a market. There is bound to be a market. And the program then can 
be lifted, because the minute you have a market—and those of us 
who have been in the farming business have noted this—just as soon as 
the market price will get 2 or 3 cents above the loan value, you know 
where the grain is going, and the markets will be there. And conse- 
quently, the support price becomes inoperative. It does that on its 
own accord. And by the same token by leaving it there, if you then 
find that as the market has been created, the farmers respond and say, 
“We better expand our acreage,” you get back into trouble again. 

Then the program is there so it can be relied upon to take care of 
what fluctuations there may be in either acreage and compliance on 
the part of the farmers. 

r. Atpert. Mr. Breeding, any questions? 

Mr. Breeptnc. Mr. Langen, we have had testimony before this 

committee that we do need to reduce our total amount of wheat acre- 
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age by 20 percent in order for this wheat consumption to catch up 
with production. Under your program, as I see it, there would be 
several different payments and it would require considerable adminis- 
tration. In fact, you have five different payments here on your pro- 
gram. Why not just say, let us take off 20 percent now, which former 
testimony here says should come off if we are going to balance the 
wheat production and consumption here and abroad, and then give 
them 100 percent of parity. 

Mr. Lanaen. I have no particular objection to that. 

May I say that if we want to take it all in one step there is no 
real objection to that. 

Mr. Breepine. What advantage do you have in setting it out 5, 10, 
15, and 20 percent reductions ¢ 

Mr. Lancen. In order to make it more versatile and more adaptable 
to the conditions that may exist, recognizing that if the program is 
successful, and once we have gotten rid of the large surpluses that we 
now have, that then it would not be necessary to reduce by 20 percent. 
The reason we need to reduce by 20 percent now is to provide oppor- 
tunity for getting rid of the surpluses that we already have. 

Mr. Brexpine. This bill ee start out, and say that the first year 
you would make it compulsory that the producer must reduce 5 per- 
cent, in order to get the parity payment. 

Mr. LaNGEN, ‘No, it is not compulsory, it is voluntary on the part of 
the farmer. May I say this, From the administrative standpoint, it 
does not present a problem. This is a field in which I have had expe- 
rience having been on the administrative end of the programs that we 
now have. 

Mr. Breepine. You make several different prices. 

Mr. LANGEN. Remember, we measure every wheat farm now and you 
prepare a worksheet for every wheat farm now. When that worksheet 
comes in, it is going to show Farmer Jones seeded X acres which is so 
many percent of his allotment. And automatically it is determined. 
That procedure you have to go through now in the granting of loans 
and purchase agreements and issuing of marketing cards. Every 
farm has to be handled that way now. There is no problem there 
at all. 

Mr. Breeptne. What would be the penalty if you did not comply, 
if you did not take part in the program, but still produced wheat ¢ 

Mr. Lanepwn. You have the same penalties that you now have. 
If he exceeded his wheat allotments, you have the very same penalties 
under the allotment and the marketing quota system. 

Mr. Ausert. The law does not change. Now you have a 55 million 
acre allotment—everybody gets his allotment. If it is approved by 
referendum everybody is stuck with the allotment. Then you start 
from there. 

Mr. LaNcen. Right. 

Mr. Breepine. Would you allow the producer to put the balance of 
his land out of production into the soil bank voluntarily ¢ 

Mr. Lancen. Voluntarily. 

Mr. Aupert. Mr. Short. 

Mr. Suort. Mr. Langen, I have some knowledge of how much work 
and effort you have put forth on arriving at this plan that you 
have laid before the committee this morning. And I certainly want to 
commend you for offering what I think has been one of the first at- 
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tempts at getting at something specific that could be used. We have 
had lots of presentations before the committee that dealt with some of 
the general problems that all of us are aware of. And we have had a 
— oy specific recommendations as to how the problem could be 
solved. 

Getting back to Mr. Breeding’s question about this 20-percent re- 
duction being needed, isn’t one of the points that your plan brings out 
the fact that that is not the true figure as to the actual oversupply that 
we have? You went into a great deal of research on the matter of 
just how much overproduction there had been on the average over the 
years and that average was not anywhere near 20 percent; was it? 

Mr. Lancen. That is true; that is exactly the point. And it has to 
be regarded over a period of years and the average taken, because of 
the variations that are going to occur in annual production that are 
created by weather, rust, disease, and all that sort of thing over which 
you have no control. 

Mr. Breepine. With regard to that question, do we need a 20 per- 
cent reduction in order to get rid of some of this surplus wheat we 
have at present? 

Mr. Lancen. That is the reason we have provided for the reduc- 
tion at that rate, so that we may get rid of the surpluses that we now 
have on hand. No program is going to operate very well until we 
get to a more realistic basis and have reduced those surpluses. 

Mr. Axsert. Will you allow for the planting of any commercial 
crop on these? 

Mr. Lancen. No. 

Mr. Suorr. The $64 question, of course, in analyzing this kind of 
an approach is to ascertain somehow if such a thing is possible, what 
the percentage of compliance—“compliance” would not be the right 
word—what the percentage of participation would be in this type of 
program, wouldn’t it? 

Mr. Lancen. Yes. 

Mr. SuHort. Have you, based on your experience in administering 
the farm program as a county committeeman, anything to lead you 
to any conclusion as to what the possible participation might be as 
to whether or not the participation would be great enough to effect 
this reduction? Afterall, that is the ultimate objective. 

Mr. Lancen. In my own opinion, and of that I am thoroughly 
convinced, the participation on this voluntary basis would be ade- 
quate to meet the needs. 

I think it has been further substantiated by the mail that we have 
had since the proposal was first made. We have had a great volume 
of mail which says that they will be glad to reduce 20 percent “if 
that will bring us prices.” And this gives to them the opportunity. 

Mr. Suorr. I don’t know how many of you had an opportunity 
to see a rather interesting article in the Farm Journal that came to 
my office this morning on the results of this survey that they took 
upon themselves to conduct. They apparently mailed this question- 
naire out to their subscribers in States all over the Union, who were 
presumably predominately farmers. 

It is interesting to note that on a national level the answer to the 
question which was, essentially, “Should we abandon the farm pro- 
gram entirely?”—55 percent of the people returning indicated that 
they would welcome complete abandonment of the farm program. 
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However, it was also interesting to note that in some of the wheat 
States—I don’t remember what the figure was in your statement; I 
know in our State it was one of the lowest—about 34 percent would 
be willing to abandon the farm program. 

However, there was quite a sizable vote that indicated that peo- 
ple would be very willing to have some further incentive toward a 
reduction program, in return for a slightly higher price—for that 
they would accept more strict production controls. 

I have also been interested in the reaction of some of the people 
who have come down here from North Dakota. Most of them with- 
out much reservation will say that if we are going to have a pro- 
gram we think it must be one—now recognizing the trouble that 
we are in—“we think that the future program must be one with 
strict controls and the higher prices for our commodity so that our 
farm income can be kept up to the levels,so that we can stay in 
business.” 

Mr. Breepine. Do you have any figures on what the cost of the 
program would be? I like certain portions of your program very 
well. I would like to know more about it. 

Mr. Lancen. Thank you. 

I think this, that in analyzing the cost of the program—and again 
here you are faced with the problem that the cost the first year of the 
application will be higher than it will be as it moves along because if 
the program is effective and you are reducing the surplus the cost will 
constantly go down both in the participation by the Commodity 
Credit. Corporation through loans and purchase agreements, and, 
secondly, by storage costs. So it is reasonable to assume that the cost 
to start out with should be no higher than the cost now and that it 
should constantly go downward in the direction that we want to go. 

Mr. Atzert. Do you claim any magic for your percentages, I mean, 
you have stated the principle—we could start with a lower figure 
and end with a lower figure and maybe vary these percentages ac- 
cording to the best estimates that the Department could give and 
still maintain the principle. 

Mr. Lancen. Certainly, Mr. Chairman, I should say that I do not 
claim any magic at all. In fact, we kicked around several different 
combinations. We had 75 to 70, to 85 and so forth and then by the 
analysis of the figures we had, and recognizing that if we had had 
during the last 10 years a reduction of only 6 percent, we would not 
have been in any difficulty today, this led us to believe that if we 
provided the opportunity of a full 20-percent reduction that over a 
period of years again and using the average production, it would 
accomplish the job. Certainly, it can be amended and changed in that 
respect as yousay. Youcan goup and down. 

Mr. Arsert. If the farmer did not take any reduction would he 
get 65? 

Mr. Lancen. He would get 60 percent of parity. 

Mr. Avserr. How low would he have to go to get this 200 million 
bushels into feed? The Department says it has to go into feed to have 
a balanced situation. 

Mr. Lancen. In that connection, I think we enter into another field 
and one that I would be prepared to discuss when the other bill is 
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introduced, because I think you run into interrelationship there. And 
when we get into the matter of feed, and turning wheat into feed 
purposes, let us not forget we will be offering competition with other 
crops that are, also, in surplus. I think that the two have to be very, 
very closely related. 

We certainly do not want to get the wheat prices down to the 
point where we are bringing wheat in to create more surplus of oats 
or of barley or of corn which are, also, feed crops. And so you have 
to consider the relationship of those before you can say that you have 
to get down this low. 

And when we present the other bill which will deal with those 
crops, then we get to the relationship of them and I think the rela- 
tionship that can be worked out. 

Mr. Atgerr. Do you think it is possible to have a separate feed 
quota for wheat as part of the general feed grain quota? 

Mr. Lancen, I think it would have to be. 

Mr. Avsert. Independent of the export quota and so forth. 

Mr. Lancen. I think it would be very difficult without considering 
the feed potential of all of the other feed crops. 

Mr. Apert. Mr. Latta, do you have any questions? 

Mr. Latra. Yes, I have enjoyed your testimony immensely, Mr. 
Langen. It looks like you have given it a lot of thought. 

The only thing that occurred to me in reading the various percent- 
ages is the fact that probably the bill overlooks one thing which I think 
is most important, that is, the fact that we are dealing with a very 
ingenious individual. 

‘Let us assume for practical purposes that a farmer like my father- 
in-law who, I hink, is a pretty good ingenious individual, assuming 
that his north 20 acres do not grow wheat very well. He will not take 
his 20 percent out of his best—he will plant the best ground to wheat. 
And I think every other farmer will do the same thing. 

I wonder what the overall result would be, whether or not we would 
actually achieve this result which you want to achieve with these 
figures of being related to this individual that you are dealing with. I 
just wonder what the end result will be. 

Mr. Lancen. May I say to the gentleman from Ohio that I am 
very pleased that he asked and brought up that question because 
I think it is significant to the success of the program and it is a point 
which is of real importance and of real significance. 

In connection with that we have heard so much talk and so much 
discussion of the ingenuity of the farmer in being able to increase his 
production on fewer acres. And we have heard statements that, even 
if he seeds fewer acres, he can still raise twice as much per acre. 
There is a great deal of vision and a great deal of experience involved 
in that, as any wheatgrower will know. There are so many factors 
over which you have no control. May I cite a few of them? 

They will go about it in this way. First of all, take the matter of 


seeding. So he seeds a little more per acre in order to increase his 
production. Any wheat farmer will know, take my area, we can 
seed up to a bushel and a half, and the minute we go beyond that our 
production is going to go down. And every wheat farmer now is 
seeding the amount of seed that is going to bring him the maximum 
production. That will vary in areas. 
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I think out in Mr. Short’s State, North Dakota, there are areas in 
which they will seed a bushel or less, because they know that that will 
bring to them the maximum production in that area. And any good 
farmer today is taking full advantage of that in all instances. 

Let us take another phase of it which we hear discussed, namely, 
that you can increase your production by fertilizer. I started using 
fertilizer in our area some 20 years ago. I used the first fertilizer 
in 19389. Twenty years of experience have taught me this, that there is 
a real maximum of how much fertilizer I can use and expect to gain 
increased production. We use now, after 20 years of experience, 80 
pounds per acre. Recognizing that that fertilizer costs from $100 to 
$110 a ton, we know that we cannot go beyond that and expect to get 
additional production that will pay for the fertilizer. There is a 
very real limit on it. . 

Mr. Ausert. Will you yield? The Department witnesses have testi- 
fied to this and they had admitted that. But they say, “We are about 
at the limit on fertilizer but we are not at the limit on hybrids and seed 
improvements.” 

Mr. Laneen. All right, I am coming to that. 

Mr. Atserr. There are real breakthroughs on that. 

Mr. Lancen. I am coming to that point as well, if you will let me 
proceed. 

Mr. Larra. Go ahead. 

Mr. Lancen. There are those two factors that substantially affect 
the production per acre. 

The matter of soil and the productiveness of soil: There again let 
us take ground that has been run down to where it is not so produc- 
tive any more because of lack of humus, of the texture of the soil. 
When you set about to improve that it make take anywhere from 5 to 
15 years before you can substantially change the productiveness of soil. 
That isn’t an easy matter, as any farmer will know. It can be done 
and is being done constantly. Any good farmer is doing it all of the 
time. 

Then we come to the matter of varieties and producing hybrids that 
the chairman has brought into the discussion and very rightfully so. 

And actually, that is a bigger factor in the increased yields than I 
suppose any other one by man’s having been able to produce a variety 
of wheat that has the potential of bringing about higher yields. 

May I say this—and again experience tells us this—that when you 
do that you, also, bring along hazards. The higher the varieties are 
bred for production, the weaker they become and the more susceptible 
to disease. You find that they run out faster. Even during the period 
of time that I have been in the farming business I suppose we have 
used some 15 different varieties of wheat that have come along. Every 
one of them has played out. And the higher the production the 
quicker they are going to play out. One of the big reasons for the 
crop in 1958 was the introduction of the wheat that we are now seed- 
ing, Selkirk wheat. And to those of us who have been in the business 
of raising spring wheat that is the biggest hazard we are looking at 
now because with millions of acres of one type of wheat all up and 
down the spring wheat belt there isn’t any question in my mind—I 
can’t predict the year—but one of these years it is going to play out 
and you don’t get production. Rust will hit it, disease will hit it. 
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And to the farmer himself, that is a real hazard. And we are actually 
worried about it, wondering whether they are going to have a variety 
to take its place, when it does play out. 

Mr. Latra. Mr. Langen, I agree with what you said about that but 
that is not the point I had in mind. I was talking about the exact 
location on that farm, where this farmer is going to seed his 15 acres 
or his 20 acres, after he has taken this 20 percent cut. How do you 
get around that? 

Mr. Lancen. In order to get around that—and that isn’t as big a 
factor as you may think for any given half section or quarter or a sec- 
tion of land—there is some degree of comparable productivity, and 
again that productivity cannot go beyond a certain point. It is true. 
The chances are that he is going to eliminate the 20 acres that he thinks 
will produce the least. Every farmer, however, is now planting to 
wheat his most. productive acres, so any reduction he makes now is 
bound to result in less production. 

Let me cite you something on those production figures, and I 
will quote them by memory. I may not have them right. But we can 
go back as far as 1906 and we will find that this Nation had an aver- 
age production of 16 bushels in 1906. We will find that did not occur 
again, I do not believe, until about 1924. You did not have a produc- 
tion that high again until 1934. Those are things which are uncon- 
trollable—and remembering this, that the farmer has the constant 
hazard and, in many instances in which rust is involved—and I have 
seen the times when on my farm rather than seeding the more fertile 
acres, we seeded the less fertile acres because of a rust hazard being 
more prevalent on the ground which will raise the more—— 

Mr. Lartra. I think the only way we can get around it is to come to 
this bushel base. You are not dealing with average situations. You 
are dealing with a farmer who is trying to get the most out of his land. 
He has got to do everything—— 

Mr. Avzert. Briefly, what do you think of the situation? We have 
got to close. 

Mr. Lancen. If I might say this—and it is not my purpose here to 
be critical of any of the proposals you may have before the committee. 
I think that all of them ought to be regarded and explored to the full- 
est degree. 

Mr. Arserr. You have been a county committeeman ? 

Mr. Laneen. Yes; I have. I would say this, that the big problem 
as I see it is the almost impossibility of administration. 

To anyone who has had the experience of setting allotments, of 
dealing with this on an individual basis, you will find that the matter 
of setting bushel allotments is hard. 

Mr. Arsert. That seems funny to me. If I am given an allotment 
in bushels, I also have to be given one in acres, otherwise it becomes 
meaningless. I am going to plant every acre that I think will be 
necessary to guarantee my bushelage. I am going to overplant. I am 
going to add to the surplus. 

Mr. Lancen. I should say to the chairman that for a long time— 
and I have not discarded it yet—I wanted to combine acres and 
bushels so you would start out with an acreage allotment and pro- 
vide—— 

Mr. Axzert. If you give a man a bushel allotment you do not cut 
down production. 
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Mr. Laneen. In addition to that, a bushelage allotment. 

Mr. Ausert. If you give a man a bushelage allotment and an acre- 
age allotment, his acreage does not produce his bushelage, then he 
wants a bigger allotment next year to make up for it. 

Mr. Lanoen. If I may say, the reason we discarded the combination 
of the two was because of the administrative problems which went 
with it, plus one further factor. I am living right next to the Cana- 
dian border. They are dealing with bushels on the other side of the 
border. Having not had the difficulties they have experienced in 
dealing in bushelage there—and I will not go into that but I will point 
out Iam acquainted with it. 

Mr. Aupertr. Perhaps the subcommittee should go to Canada and 
look intothat. We could take a look. ' 

We certainly thank you for your very interesting statement, Mr. 
Langen, and we have now another Congressman whom we promised 
to hear at this time. We appreciate your coming and we are sorry 
we cannot give you more time. We have given you quite a bit. 

Mr. Lancen. I thank all of the members of the committee. 

Mr. Apert. Mr. Johnson, do you want to sit at the end of the 
table? 

The committee will hear from Mr. Johnson of Colorado. 


STATEMENT OF HON. BYRON L. JOHNSON, U.S. REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF COLORADO 


Mr. Jounson. Mr. Chairman, members of the committee, I am 
the author of H.R. 4716 which I introduced by request on Febru- 
ary 18. This bill starts with the wheatgrowers bill. I attended our 
State session of the wheatgrowers and the National Wheatgrowers 
meeting which was held in Denver in December. I heard much of the 
discussion that took place there. I have met extensively with wheat- 
yrowers in my own State and adjacent States, both when I was in 
Colorado and here. 

I think they wanted to present a common agreement to the fullest 
extent possible to this committee. And so there was a consensus that 
we would take the National Association of Wheatgrowers bill and 
make usch changes as seemed to us desirable. 

I did not hear the full testimony of the previous witness, but I 
would say that even though one might need an acreage allotment 
under a bushelage allotment, I feel all marketing from the farm 
should be on a bushel-marketing quota arrangement. 

The National Association of Wheatgrowers bill has unlimited pro- 
duction after meeting the needs for domestic flour, food, and overseas 
export. I find a substantial criticism of this feature, and even though 
my bill, H.R. 4716, does not contain amendments to correct it. I have 
had amendments drafted and will introduce a clean bill with suitable 
amendments. 

The National Association bill has a processing tax feature in it. 
As one who has long been familiar with United States v. Butler, 
when the first processing tax was declared invalid, I have been fear- 
ful of any processing tax that failed to meet, the legal criteria set 
forth in that decision. That decision, as you may recall, criticized 
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the Congress for giving its power to set the rate of tax to an admin- 
istrator, the Secretary of Agriculture. Unless a processing tax rate 
were fixed by the Congress, I still have doubts as to its constitu- 
tionality, even if we could get it approved by the Congress, and I 
do not presume to judge at this moment its political attractiveness 
or its parliamentary appeal in either the House or in the Senate, 

So, for constitutional reasons if for no other, I struck from m 
bill the wheatgrowers proposal of a processing tax. I agreed with 
the suggestion of stabilization certificates, but I think I went the 
wheatgrowers one better and made these certificates interest-bear- 
ing certificates that need not be cashed immediately. These certifi- 
cates may run for as long as 10 years and may bear 3 percent inter- 
est. So that they would not necessarily be any drain at the mo- 
ment on taxpayers. They are, in effect, a loan to the Government if 
the farmer so wanted them. However he could surrender them for 
cashing as a relatively liquid asset. ‘They have to be acceptable to the 
farmer as well as to the Government. But that is really a detail and 
not a major item of the bill. 

The wheatgrowers bill had no cutoff point as to the adjustment 
from present surplus to a normal operation. The wheatgrowers be- 
lieved 75 million bushels should be subtracted from our needs in 
fixing each year’s succeeding quota in order to help use up the present 
high carryover. 

But they made no provision to end that process at any time in 
the future. In view of the fact that we are agreed that there should 
be a normal carryover of at least 500 million bushels, I believe the 
quota should be based upon actual needs whenever the carryover did 
not exceed 600 million bushels. To state it differently, the 75 million 
bushels subtraction should be made in each year in which the carry- 
over did exceed 600 million bushels. I am suggesting the principle 
of the cutoff point as being a desirable feature of the bill. 

It was called to our attention with respect to the wheatgrowers 
bill that there was no protection for the level of parity in that bill. 
Given the present statistical treatment of price experience in com- 
puting parity, under this sort of modernized parity we now are using, 
aes, a real danger that the level of parity would fall as time 

assed. 

, To prevent the bill from, in effect, being self-defeating over a 
long period of time, there is in my bill a provision which holds 
the parity level up, prevents the depressing aetce that would oth- 
erwise take place from being applied. It is a technical point, but 
it is covered in H.R. 4716. 

There is also a technical in H.R. 4716, which will be corrected in the 
clean bill I will submit hereafter. 

But I think the really important thing to say is that, I am in favor 
of bushel allotments, I am prepared to recognize the strong interest 
of other feed-grain growers in the risks of unlimited production, and 
I am not here to suggest we put it 

Mr. Arzert. Does it not seem to be very self-defeating to say now, 
when we say we are going to get rid of this billion and a half surplus 
that we are going to have in storage, at the rate of 75 million bushels 
a year, and we are agreeing to and are going to charge people for the 
domestic quota at a rate of $2.36 a bushel, and yet we are just going 
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to let them add all they want to add to the supplies that are not under 
Government controls and drive the feed price down to a low of $1.20 
a bushel. A worker making $1 an hour with a big family having to 
pay $2.36 for wheat to go into his bread, while animal feeders pay 
only $1.25 a bushel. I do not believe we can live with that, Con- 
gressman. 

Mr. Jounson. I concur with this. I had prepared the necessary 
amendments but introduced the bill, by request, without them so as to 
conform with the wheatgrowers bill. Then I sent the people in my 
district two or three questions, including this question for them to 
comment on. The comments have been all on one side. While there 
may be an occasional wheatgrower who recognizes that he might ad- 
vantage himself, he recognizes this is an untenable position and the 
Congress will have to put quotas on all marketing from the farm. 

Now, I still believe you can leave freedom with respect to the 
amount of wheat grown which stays on the farm for seed aid feed use 
on the farm. That is why I am a little nervous about acreage allot- 
ment. 

As you know, we have been plagued by drought for a good many 
years. Many of our farmers would probably overplant, as you sug- 
gest. But they would overplant with the hopes it would rain this 
year knowing full well it might not rain next year. 

By carrying the wheat over on the farm, we can get away from the 
tremendous cost which we have been experiencing by Government 
operation of storage, by getting down to a normal granary, of a rea- 
sonable carryforward. Then we can say, if the farmer wants to carry 
forward to insure himself against drought or bad crops, that is his 
business. But that stays on the farm. When he markets it off the 
farm, he markets it 

Mr. Avserr. We always had that. If he plants over his allotment 
under present law and wants to sell the excess, that is all right. 

Mr. Jounson. I think it would be hopeless to assume that we could 
ever control the output to the bushel, because the good Lord controls 
that with the amount of rainfall that comes down in my district. 

Mr. Avsert. Are there any questions / 

Mr. Breeptrna. In your bill—to begin with, how do you arrive at 
the allotment of bushels? This has been discussed some here in the 
committee, and it seems as though there is some thought that neither 
the bushelage nor the acreage might be the way to handle it. How 
does your bill provide for that? 

Mr. Jonnson. Well, with the amended bill I will submit, the mar- 
keting quota would apply to all marketing off the farm. This still 
leaves freedom, you see, for one’s own feed and seed. 

Mr. Breeprne. How do you get your bushelage allotment ? 

Mr. Jounson. National quotas, allowing a reserve of 1 percent, 
shall be apportioned by State—by the Secretary of Agriculture based 
on experience. 

The State, allowing a reserve of 3 percent, which is raised above 
the wheatgrowers bill, shall be apportioned between the counties, based 
on base acreage of that county multiplied by its average yield in a 
prior period. Then the county quota, allowing 5 percent for adjust- 
ments, will be allocated to farms, which had planted wheat during 
one of the years 1952 and 1953. These are historic wheat farmers. 
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And this is allocated in the same manner using base acreage and the 
county average yield. 

So we are tying the marketing quota to historic base average yields 
in an effort to be fair. We are allowing a reasonable fraction to make 
adjustments that. would be equitable, given changing circumstances. 

Mr. Breepine. Then what happens if a farmer does not raise his 
quota of bushels? Does he go out and buy wheat to fill his quota? 
Does he carry that over and add to his quota next year? 

Mr. Jounson. That will be up to regulations by the Secretary. I 
do not think the bill should set forth the detail on that. I would 
assume any reasonable regulations, in accordance with prior practice, 
that is proved enforceable, would be acceptable practice. It would 
not bother me if he sold the quota certificates to somebody else who 
was overplanted or if he bought surplus wheat from his next-door 
neighbor or if he used last year’s wheat held in storage, or if he held 
this year’s quota against next year’s yield if he was without wheat. 
You would not have to provide all of the alternatives, but any one 
reasonable alternative that could be policed against abuse would be 
an acceptable solution, it seems to me, 

Mr. Breepine. Would there be anything to prevent me as a wheat- 
grower, if I did not have my bushelage grown that year, to go into an 
elevator and buy some wheat to build up my quota? 

Mr. Jounson. That would seem to me to be a perfectly reasonable 
way of proceeding, because you want the quotas filled. You want 
them used. You simply do not want to have hot wheat in the market. 
You do not want any marketing to take place that isn’t in pursuit 
of a quota allotment. We have been trapped, as you know, Mr. Chair- 
pea historic forces. 

In the period following World War II we had a similar situation 
emerge, of a greater supply than there was demand. Fortunately 
the Marshall plan bailed us out, almost literally. Then, as the Mar- 
shall plan was drawing to a close, there was the Korean incident which 
temporarily stepped up the demand for wheat and gave funds with 
which to buy it. Both of those came to an end. I do not think it 
would have mattered who was Secretary of Agriculture in 1953, the 
problem of adjustment would have been the same problem as in 1948. 

Unhappily a proposal was made in early 1949. These proposals 
have been so badly abused in our political campaigns since then, that 
people no longer think in terms of what is a responsible answer to the 
problem. They think in terms of what is politically sound. The mo- 
ment you call something the Brannan plan, people stop thinking and 
begin emoting. Emotions are not going to resolve this problem. This 
is not a Brannan plan. It is not a Johnson or a Breeding plan. It is 
not even a wheatgrowers plan. It is just a proposed solution for 
how to get off this thing now that we are on it. There is no point 
in arguing with history. We have the surpluses. I am for any bill 
which will help move our stocks overseas. But Il am for wheatgrowers, 
going along with them, on reducing our quotas below known needs 
in order to use up the overburden beyond a normal carryover. 

Then, I am for fixing quotas. We know that acreage controls can- 
not work. In my previous testimony, we know that in full. Acreage 
simply encourages, as the gentleman said in his previous testimony, 
the farmer to increase his yield per acre. 
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The Secretary’s testimony before the Committee on Agriculture a 
few weeks ago gave dramatic evidence of the extent of that increase 
in production per acre. Acreage controls cannot work alone. 

Now, whether we need acreage controls underneath bushelage, I 
leave to the judgment of this committee. I would say the bushelage 
control on markets is the key element. 

Mr. Breepine. The whole policy of the bill, the way I understand 
it, places the burden on the producers’ backs, gives them an incentive, 
perhaps, not to overproduce, because certainly wheat farmers are not 
going out and raise wheat in competion with feed grain prices. 

Mr. Jounson. That is right. 

Mr. Breeprne. I think perhaps that is the thought in the bill, in 
this bill as well as the wheatgrowers bill, and it puts the incentive on 
the farmer himself to help himself. 

Mr. Jounson. There is an additional feature in my bill not in the 
wheatgrowers bill. The wheatgrowers bill calls for putting up at 
least 20 and up to 50 percent in soil bank, but has no special provision 
for reimbursing the farmer for that. 

Some farmers in my district would be very happy if we could 
give full parity even on the export portion. I have said I frankly 
doubt the wisdom or propriety of that course. But I would be agree- 
able to making funds available to pay for the acres put in soil Sook 
which would come close to giving the farmers fair return. 

I will submit to the committee a statement by a successful farmer 
in my area of 960 acres of Hard Red Winter wheat. I put it in the 
Appendix to the Record. Some of you may have seen the analysis 
that this man submitted. 

But, in essence, if you take as his income $3,600 for his own main- 
tenance of his own family then he is getting a 1.1 percent yield on his 
investment given current wheat prices. He shows that he needs full 
parity to get a fair return for his labor and a fair return for his in- 
vestment. 

(See previous Price Support and Marketing Quotas, hearing of 
March 18, 1959, on page 166, for data referred to above.) 

Mr. Apert. Now, on this conservation reserve proposal, the na- 
tional wheatgrowers, if I remember the bill correctly, bases that upon 
the 1952-53 acreage, which was the last free acreage. 

Mr. JOHNSON. cas free acreage, yes. 

Mr. Avserr. Of course that would contemplate millions of acres 
going in the soil bank, would it not ? 

Mr. Jounson. That is right. 

Mr. Jones. Now, we have a situation there that is very practical, 
and that is, that this committee does not control funds for the soil 
bank. We are the advocates of agriculture, pretty much, and the Ap- 
propriations Committee are not—without criticizing any of them— 
they have not been willing to give what looks now, compared to this, 
very minor appropriations for soil bank. 

The whole program could drop with the Appropriations Committee 
coming along and saying, “We are not going to appropriate anything 
like enough money.” 

Now, is there some way out of that ? 

Mr. Jounson. The argument of the wheatgrowers, the reason they 
want a processing tax is that they want this thing to be self-financed. 
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This is what many States have been able to work out by State pro- 
gram, and they are called earmarked taxes. We do not encoura 
that in the Federal Government. But their theory is that if we would 
simply recognize that wheat ought to have a fair price, this is the 
way of getting it 

Mr. aoe That is just one more argument that you will have 
to overcome in selling a proposal that has always been hard to sell. 

Mr. Jonson. My only answer can be, Mr. Chairman—and I sub- 
mit, as I say, there is evidence of what one man showed me as his 
calculations, and they are very modest calculations of costs—— 

Mr. Atsert. I donot doubt that. 

Mr. Jounson. I think the farmer who produces the foodstuffs that 
we all so abundantly enjoy is entitled to a fair return. The housewife 
pays enough for bread to give the farmer a fair price for wheat but 
the farmer does not get it. In the last 6 years the price of bread has 
gone up to the housewife. The farmer only got 314 cents then. Today 
bread is as much as 19 to 25 cents in Denver and the farmer is getting 
214 cents for wheat. It just seems to me to be an indecency, that the 
producer of the basic element is hurt because his own efficiency is so 
great that he can produce too much. The housewife has not been 
helped by hurting the farmer. The housewife still pays more for the 
food. The farmer has no one to turn to except the Congress. You 
cannot organize a restrictive monopoly type of cooperative with a 
million wheat farmers. It just is not in the present cards. I am not 
sure I would recommend it if you could. 

But, this is the only place to which he can turn. All I can say is that 
I think the farmer is entitled to a fair share of the Nation’s income for 
what he does. 

I suggest, as a completely different alternative from this bill, an in- 
come parity approach, in which we say to the farmer, “Produce all 
you want; sell it for what you can get for it, and we will give you in- 
come parity according to some reasonable ceiling, and no more than 
that.” Incidentally my bill put a $20,000 ceiling on these payments; 
I think we have to do that for all kinds of equity reasons—-whether 
it is 10, 20, or 25 thousand I will leave with the committee. But I 
would say that as an alternative, one could “chuck” this whole process 
of quotas, acreages, and allotments and crop-by-crop approach and 
say the farmer is entitled to parity income. We could take his pro- 
duction and, based upon his production give him—if he cannot get it 
from the marketplace, a supplemental income up to some reasonable 
figure for a family-size operation. Then let those who are big com- 
mercial operators operate in the so-called free market without any 
Government control beyond that guaranteed—it is not really a guar- 
anteed minimum but a parity income formula. 

Mr. Auzert. Do you have any questions, Mr. Short? 

Mr. Suorr. I do not think so. 

Mr. Atsert. Do you, Mr. Gathings? 

Mr. Garuines. I would just like to ask Mr. Johnson about this 
$20,000 limitation that you quote there. 

I notice Mr. Poage has proposed a limitation on his cotton bill as 
well. Now, if you would follow through on that principle, why you 
would limit any type to any type of business operation. That is to 
say that if a railroad would come in and be entitled to a subsidy, why, 
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it would only apply to the small line. It would not apply to the 
Pennsylvania, the Baltimore & Ohio. 

Mr. Jounson. In my previous testimony I said one of the basic 
principles should be that of CPOCEASINE the family—— 

Mr. Apert. Would you withhold just one second? I have to go 
to the floor. We appreciate your fine contribution, Mr. Johnson. 

Mr. Breeding will take the chair. When the subcommittee adjourns 
today, it will adjourn to meet at 10 o’clock tomorrow to hear the 
National Grange. 

Mr. Jounson. There is a difference between a corporation farm and 
a family-farm enterprise. I am a firm believer that our national re- 
sources will be better protected under a family-owner-operator enter- 
prise system. 

Mr. Gaturineos. It is good if we can get it. I like that idea, too. 
I wish we could move them back on the farm, but obviously they are 
going the other way and we have to face the facts as they exist. 

Mr. Jounson. I would say if a large corporation wants to operate 
a farm as an adjunct of other business—as happens in my district 
by major food chains and so on—fine. But I see no reason for the 
Government program, which was designed to deal with a family- 
farmer-owner-operator 

Mr. Garuines. It may or may not have been. We might differ on 
that point. 

Mr. JoHnson. I see. 

Mr. Garutnes. Is there any evil in a man’s owning a large farm? 

Mr. Jounson. No. I say he probably can operate successfully in 
the free market without any need for Government assurance. 

Mr. Gatutnes. Yes. He would probably be the very one that 
would go broke faster. But he is the very one that produces 80 per- 
cent of the commodities that go on the market today. 

Mr. Jonnson. Well, when you are dealing with an integrated 
farm—and this is the problem we are talking about, farm integra- 
tion—integrated farm operation, the corporations are not interested 
at which level they take the profits. If I am selling eggs to the ulti- 
mate consumer, whether I take the profit on the feed or the profit on 
the hen or the profit on the egg at wholesale or at the retail to the 
consumer, it does not matter. 

Similarly, if I am selling beef across the counter, I can lose money 
on my feed lots, since I am also the buyer of beef for sale in my retail 
outlets—the lower I can push the price at one level, the higher profits 
will be at the other level. So, the integrated operator does not really 
care what the farm price of an item is. 

Mr. Garurnes. I am a wheat farmer in Colorado, in your district, 
and I want to grow wheat, and I do not have any hens to lay eggs. 
Iam a wheat man. 

Mr. Jounson. I have some big operators who will complain about 
the limit I have proposed. In some cases these are a dozen farms 
which actually are family-sized farm enterprises, but the tenants 
are not the owners and are not becoming the owner. These may be 
heritages of the depression and the owners may complain about this. 
They may adjust or they may live with it. I cannot predict precisely 
how they will respond to this. But I know that when other Members 
of the Congress who do not come from these districts open the Con- 
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gressional Record and seem to find that a single operator gets a huge 
Government payment, even though the Government is merely buying 
his crop 

Mr. Garutnes. It is not a Government payment, of which we are 
talking. There is nothing about a Government payment in this op- 
eration whatever. 

Mr. Jonnson. But you and I cannot explain this to our own col- 
leagues. 

Mr. Garurnes. We must do it. 

Mr. JoHnson. We are going to fail. 

Mr. Garuines. I do not believe it. 

Mr. Jounson. They are going to see soil bank payments to farms 
in both Mr. Breeding’s district and my own of more than $100,000, and 
they will say this is fantastic. 

Secretary Brannon came out to Denver in 1949 and he said, “I 
found I was paying a single potato farmer $300,000 for potatoes no- 
body would ever get to eat. I knew something was wrong with this 
program.” 

It was in 1949 you will recall he recommended putting a ceiling 
on payments. Because this becomes a scandal. It is one item, and 
it may be perfectly justifiable in your mind and mine, but in the eyes 
of the community and the country and editors and politicians and 
fellow Members of Congress, it becomes a club with which to beat the 
whole program. I would rather not give them that club. I would 
rather put a ceiling on it. Yousee what I am saying? 

Mr. Gaturincs. Well, in your argument you would concur in the 
type of newspaper propaganda that is going about here with respect 
to these CCC loans? 

Mr. Jonnson. I do not concur. I simply recognize it exists and 
that they have got more in it than we have. We cannot effectively 
counteract that type of propaganda. Those editors do not want the 
facts ; they want a good story. 

Mr. GatuincGs. They want what ? 

Mr. Jonnson. They do not want the facts. They want a good 
story. 

Mr. Gatutines. Now you represent a farm constituency, and you 
no doubt would not want to concur with that type of propaganda, 
would you? 

Mr. Jounson. No. I think we should attack it. I do my best to 
attack it in my district and here. I am simply saying that as a prac- 
tical matter the persons on that side of the argument control more 
presses than we control. They will do a better job of selling that— 
and why give them the opportunity ¢ ¢ I think we can operate ‘the pro- 
gram within some limits. Bear in mind that my $20,000 limit is on 
stabilization payments. This is not on gross marketing from the farm. 
If a fellow has $100,000 tied up in the farm, he ought to have a turn- 
over of pretty near that—he ought to be doing $100,000 worth of busi- 
ness to come out. 

About a hundred thousand dollars operation would come within 
that $20,000 payment limit. In other words, you would be market- 
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Mr. Jounson. $100,000 gross. On that you ought to make a $10,- 
000 income. If you have $100,000 invested and you are doing your 
own work, that is a modest return for labor and capital. 

Mr. Garuines. What is an average size farm operation, for family- 
size farms in your district ? 

Mr. Jounson. I would hesitate to give you acreage, because you 
would be astounded. It would run 1,000 or better. I have 30,000 
square miles and there is only 40,000 farms in the whole State. In 
my district there are probably some 20,000. But these range from 
little irrigated acreages where 60 to 100 acres is a big farm, to cattle 
ranches which run to thousands of acres. I drive through one ranch 
10 straight miles without even deviating one degree on the highway 
and I am still within one ranch, to illustrate the other extreme. 

But, in terms of cash, a minimum reasonable estimate to do a farm- 
ing operation today in my State would be $50,000 invested in land, 
buildings and equipment. 

Mr. Breepine (presiding). Just average ? 

Mr. JoHNSON. K very minimum average. The typical operator is 
operating with $100,000 of his own money or more. Now, he has got 
a lot of money tied up in land or livestock or buildings and equip- 
ments. The present farm economy is not giving him a decent return. 
But he cannot quit. You cannot convert those assets to anything else. 
So you have got to stay. You are trapped by the farm. You have 
no way out. 

Mr. Breeprna. That is right. We have that same situation in my 
country. 

But the point is, though, in America, a man should be given the 
privilege of owning a farm and buying another farm. 

Mr. JoHnson. Sure. 

Mr. Breepine. And owning two farms and buying two more. 

Mr. Jonnson. Yes, as long as it does not become a huge farm, a fac- 
tory in the field, which leads to thousands of migrant workers who 
become a social burden on the whole community. It is all right, as 
long as he is operating this thing on a regular basis. We have had 
the problem, but we have mechanized the beet industry almost com- 
pletely. There was a time when the beet sugar industry created a 
tremendous social problem in our area. That is almost completely re- 
solved. 

I would say that I am very proud of what has been done within 
the past 10 years in that field, partly by mechanization. 

Mr. Breeprne. Still, we ought to instill in our youth there is an 
opportunity at the top, that we should apply ourselves and our 
talents. 

Mr. Jounson. That is right. 

Mr. Breepine. It always seems to me that when you put a ceiling 
on any kind of farm program, then you infringe somewhat upon the 
rights of private enterprise. 

Mr. Jounson. No, what you are saying is that the Government. does 
not have to underwrite this thing beyond so far. We do not under- 
write your social security beyond $100-and-some a month. But you 
can build up a reserve account as you want. We will not take that 
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away. It is just that we say the Government should make provision 
beyond some reasonable minimum. 

r. Breeprne. It is attractive to try and set a ceiling as far as the 
masses and multitude of people are concerned. But it seems it does 
infringe on the rights of private enterprise. 

Mr. Jounson. Even if the three of us could agree on this point— 
and we probably could—we will have a dickens of a job getting appro- 
priations if we continue to meet the criticism we are getting within 
the Congress. There are Members in the other body who enjoy filling 
the Record with argument on this issue. 

Mr. Breeprne. I want to point out just for the record that in my 
district, I have a land company—this land was accumulated by one 
individual and they have many tenant farmers. <A lot of this land is 
in your district. 

Mr. Jounson. That is right. 

Mr. Breeprine. Those tenant farmers are just average American 
farm families. Would this landowner not be allowed to participate, 
or this corporation as it now exists in the farm program, then we 
would not let these tenant farmers participate in the program ? 

Mr. Jonnson. You know as well as I that there would need to be 
something done about that operation. I do not think this would 
destroy that operation. It might require revision between landlord 
and tenant, in order to make the tenant the participant rather than 
the landlord. 

Mr. Breeprnc. He would have to get it some other way than direct 
payment as it presently is. 

Mr. Jounson. He could not be the contracting party. It would 
have to be tenant rather than the farmer. I think this might be good 
for the tenant to take a larger share of the responsibility of manage- 
ment of these corporations. 

Mr. Gaturtnes. In the State of Arkansas, a sharecropper is a la- 
borer, and we have a sharecropper system in my State and when the 
management and the owner come into a program, he brings with him 
his sharecropper. But if he cannot participate, his sharecropper can- 
not participate. 

T agree with Mr. Breeding there. 

Mr. Jounson. I cannot comment because we do not have a direct 
sharecropper system. We have the tenant. But all I can say is that 
I think there could be a resolution of this issue with respect to that 
kind of situation that would still be in the interest of the farmer and 
the farm laborer, without destroying the freedom which you and I 
are both concerned to perpetuate. 

Mr. Garutnes. Yes. Those sharecroppers operate small farms. A 
large farm under that type of operation is an aggregation of several 
small] units. 

Mr. Jounson. Yes. 

Mr. Garuines. In order for those tenants or sharecroppers to par- 
ticipate, the landowner must come into the program and bring them 
in with them. 

Mr. Breeprna. That is the way it is today. 

Mr. Jomnson. There is no question but that American agriculture is 
moving to fewer and larger and more expensive units. This, in 
fact, increases the efficiency of the economy. It increases the output. 
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It permits us to get the necessary food with a smaller portion of our 
labor force devoted to it. It frees more men for service and produc- 
tion activities. Yet the increased efficiency is running ahead of the 
increased market. ' 

I took a look the other day. Because potato output had increased 
15 percent last year, the price fell 51 percent. It 1s this tragic fact, 
that there is not high elasticity of demand, but relatively inelasticity 
of demand. , 

It means that our capacity to penoaee more than we need is dam- 
aging to the American farmer, The Government is asked to help to 
restore reasonable balance between supply and demand. 

Mr. Breepinc. Mr. Short, do you have any questions? 

Mr. Suorr. Well, I do not have any question. I can’t help but 
with you on the premise of the desirability of having some top limit 
on the production pegees or stabilization payments. That thing, 
as you have pointed out, has certainly brought lots of criticism to the 
program. One of the things that somebody is always making a news 
story out of is that some of these farms are getting these excessive pay- 
ments. 

Mr. Breepinea. Yes. 

Mr. Suorr. You find it all over the country. I do think in analyz- 
ing that you must go a little bit deeper. We have departed a little 
bit, when you adopt a farm program, of a complete free enterprise 
system that you are talking about. We have admitted when we vote 
for a farm program that the free enterprise system has not worked. 

So, I think in applying the program you have got to go a little bit 
further and recognize that you are dealing with not entirely an 
economic program, but a combination of economic and _ social 
problems. 

Your first concern in any farm program, it always seems to me, is 
the bottom level. This farmer, because of the size of his operation, 
perhaps because of his shortcomings as an individual, is an inefficient 
operator—in order to try and help him stay where he is and keep him 
irom aggravating another situation that we have in the shape of per- 
haps unemployment in towns where he could go if he is forced off the 
farm, we take this type of farm program to try and stabilize the 
sarmer’s income. 

Well, our first responsibility is for this individual who perhaps has 
a social problem—our next responsibility is to the abler farmer that 
because of the fluctuation of supply and demand—as Byron just 
pointed out, the things that can happen to the price of a commodity 
like the price of potatoes last fall, you had a drastic reduction in price 
there—we have that problem. I think probably in analyzing where we 
should go, we should perhaps think a little bit more in terms of con- 
trolling production. That, of course, is what this wheat bill—that 
is, the wheat association bill—without perhaps realizing it—but 
[ am sure that some of them do realize that, that is their basic prob- 
lem—that is what they attempt to get at. 

But this principle of how far you go with the Government helping 
the individual points up some rather pertinent aspects of this thing. 
We have recognized this principle, it seems to me, in an entirely differ- 
ent field in the field of income tax. We have recognized, you can 
debate the merit of it endlessly, of course—but we have recognized it. 
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It is the law of the land, whereby we differentiate on the individual 
basis, on the basis of ability to pay the income tax. Up here at a cer- 
tain level that income tax becomes so high that we practically stop 
him there. 

Doesn’t that same principle apply somewhat to the farmer? After 
all, what is society’s obligation to an individual after he gets beyond a 
certain size? 

Now, as far as I am concerned, I believe that there should be no 
restrictions other than perhaps the income tax, of course. I certainly 
believe in free enterprise. It is the thing that has made America what 
it is. I donot think we should ever forget that in all of our delibera- 
tions. But probably there is more merit than we are perhaps prone 
to give it sometimes in a farm pr ogram, in putting on some top limits. 
Even among the people that believe in free enterprise the most, you 
will find the most ardent critic of this excessiv ely large production pay- 
ment. 

Mr. Breepine. At the same time you still have a lot of sharecrop- 
pers, you have got a lot of tenant farmers that are involved, along with 
this one person. 

Mr. Jounson. I do not want to hurt them any more than you do. 

Mr. Breeprne. I do not, either. And you penalize him with high 
income taxes on every dollar, Then you do not let him participate 
in the program, so you give him a double dose there. 

Mr. Garurnes. This was handed to me by the counsel. I wanted to 
give it to you as it was given to me: If a limitation can be placed on 
the amount of money that would go to a farmer in compensatory pay- 
ments, what is there that would prevent other limitations being im- 
posed such as on wages and on transportation and on housing for farm 
workers? 

In other words, if you go part of the way, that is, you have to do 
with the income that’ comes into this farmer, what about taking into 
account and consideration what that farmer has to pay to make a 
crop? That is labor, the farm labor, which is an important factor in 
the cost to a farmer? 

Mr. Jounson. I could answer you in either of two ways. I have 
already suggested that if you are starting with a clean sheet of paper, 
I think you could make a strong case for chucking this whole pro- 
gram, along with Mr. Benson, who wants it chucked anyway, 

Mr. Suorr. He wants both at the same time. 

Mr. Jonnson. Yes. 

And developing an income parity program, where you would 
simply make up the difference between market price and that needed 
to get a parity income up to some reasonable figure. I still say some 
reasonable f figure, because I do not think you can get the taxpayer to 
stand still for what looks like Treasury money to go to what he thinks 
is an unconscionable subsidy to somebody. 

But the second answer to your question is, the Congress has what- 
ever powers the Constitution gives it, and Congress chooses to exercise. 
A year ago I did some staff work for our State, and the chief of our 
State patrol. He came to the ICC to recommend that the ICC impose 
more stringent limits on the transportation of migrant workers. We 
had had reports of workers being transported across our State like cat- 
tle, so we had imposed what we thought were minimum State require- 
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ments on transportation of workers. We simply asked ICC to go 
along with us. This is being done without Congress having lifted a 
finger. : 

Mr. Garurna. We passed an act in the 85th Congress with respect 
to that, as to the type of bus and truck that were used. 

Mr. Jounson. There were scandals of workers being transported 
like cattle, and children being crushed. 

We had complete industry cooperation on this. In other words, 
what. we did, we did with their edvien and consent in advance. 

Mr. Garurnes. The amounts paid for transportation by that 
farmer, or the amount paid in wages is what I am talking about. 

Mr. Jounson. The significant thing there, the normal health and 
police regulations is a matter of State and not of Federal regulations. 

Ve have no control of that except in interstate commerce. 

But the history has been that the farm community has largely been 
exempt from our Federal minimum wage and hour regulations. 
Without reference to the question I have proposed, there has always 
been pressure to remove those restrictions, and to let the law apply 
across the board. This pressure will be there and will be resolved from 
vear to year by votes in Congress, quite independently of what de- 
cisions we may make with respect to income, because the labor move- 
ment feels that a low wage scale in a portion of the movement depresses 
the whole movement. So labor wants them covered. 

The farm workers are not organized and they are not going to ask 
you anything. The employers are organized and they do not want it. 

How these pressures get resolved from year to year is up to the 
Congress. In my own State there is a growing willingness on the 
part of the legislature to protect the workers against abusive prac- 
tices in these field operations where you contract with one labor boss 
for a whole labor gang. These fellows have been guilty of rank 
abuses, and even members of legislature are now prepared to 
strengthen the State law in Colorado to protect the worker against 
being abused by his own gang boss. 

Mr. Breevine. Yes. Mr. Short ? 

Mr. Suorr. Changing the subject, Mr. Johnson, in connection 
with your bill, as the wheat association bill does, would your bill elimi- 
nate the 15-acre exemption as such ? 

Mr. Jounson. It would ignore it, because we would be dealin 
with this historic base and yield, and whatever that came out to woul 
be their quota. But there would be no exceptions. We would not 
say that as long as you only produced 100 bushels or 300 bushels, 
we will not look at you because we have discovered that this has 
created a tremendous problem. If you are going to control anybody’s 
market, you have to control the whole market. 

Mr. Breeptne. I believe we should bring this to a close. Mr. 
Johnson, we appreciate having you in our committee and appreciate 
your testimony. 

Mr. Garuines. I want to say I enjoyed his testimony before the 
full committee last week. 

Mr. Breepine. Without objection of the Chairman the statement 
of our colleague, Mr. Richard H. Poff, of Virginia, is inserted in the 
record at this point. 
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(The statement referred to is as follows :) 


STATEMENT oF Hon. Ricuarp H. Porr, A REPRESENTATIVE IN CoNnGRESS From 
THE STATE OF VIRGINIA 


Mr. Chairman, I am convinced that a repeal of the current 15-acre wheat 
exemption would work a great hardship on (1) the small farmer, (2) the small 
businessman who mills the wheat and processes the flour, and (3) the wheat 
and flour consumer. 

Let us consider a few indisputable facts and figures: 

(1) 68 percent of the Nation’s wheat farmers are located in the Soft wheat 
area (the region east of the Mississippi River). 

(2) 60 percent of the Soft wheat crop is grown on farms with allotments of 
15 acres or less. 

(3) Soft wheat (used primarily for flour in commercial and home bakeries) 
is not in surplus. Between 1948 and 1957, Soft wheat averaged 17 percent of 
total wheat production but only 4 percent of the national carryover, and at the 
close of the 1957-58 crop year, the carryover was less than 1 percent of the 
national total. Only 9 percent of the 1958 crop in the Soft wheat area was put 
under the price-support program, which proves that supply and demand are 
almost in balance. 

(4) Farmers in the Soft wheat area plant wheat for one or a combination 
of three purposes: (@) To complete a proper crop rotation schedule, (b) to 
provide for on-the-farm consumption of food, seed, or livestock feed, and (c) to 
produce a readily marketable cash crop. Accordingly, since Soft wheat has a 
special, almost exclusive consumer use, it does not displace other types of 
wheat from the domestic or foreign markets in any appreciable degree, and 
since supply and demand are so nearly in balance and do not materially add to 
the overall surplus problem, the 15-acre exemption should be maintained. 

The foregoing facts and figures pertain to Soft wheat enerally, including 
both Red and White. With respect to Soft Red wheat, the case for mainte- 
nance of the exemption is even stronger. On occasions during the last 2 years, 
there has been an actual shortage of Soft Red wheat, so serious in nature that 
the Department of Agriculture was compelled to restrict exports under Public 
Law 480. This is of particular concern to me inasmuch as Virginia is 1 of the 
10 principal producers of Soft Red wheat. 

Mr. Chairman, the entire agriculture program formulated during the war 
emergency, has consistently discriminated against the small farmer in the 
East in favor of the big farmer in the West who tills thousands of acres of 
level land with highly mechanized equipment and sells (by loan forfeiture or 
otherwise) thousands of bushels of grain to the Federal Government where they 
rot in warehouses at a storage cost of nearly a billion dollars a year. Over the 
years, this discrimination has increased. In 1939, Virginia’s share of the 55 
million acre wheat allotment was 482,719; today, it is only 259,999, represent- 
ing a cut of 46.1 percent. By comparison, the wheat allotment has been in- 
creased for Michigan 46.5 percent, Utah 49.5 percent, New Mexico 52.1 percent, 
and Colorado 105.2 percent. 

To repeal the 15-acre exemption would be to continue and aggravate this his- 
tory of discrimination against the small farmer. Surely, this great committee 
will not thus add to the burden of the family-type farm. 


Mr. Breepinc. It has been announced here that tomorrow at 10 
o’clock in this room we will hear the National Grange. We stand ad- 
journed until 10 tomorrow morning. 

(At 12:10 p.m. the subcommittee recessed until 10 a.m., Wednesday, 
March 25, 1959.) 








WHEAT PRICE SUPPORTS AND MARKETING QUOTAS 


WEDNESDAY, MARCH 25, 1959 


House or REPRESENTATIVES, 
Commopiry SUBCOMMITTEE ON WHEAT 
OF THE COMMITTEE ON AGRICULTURE, 
Washington, D.C. 

The subcommittee met, pursuant to recess, at 10 a.m., in room 
100-A, George Washington Inn, Hon. Carl Albert (chairman of the 
subcommittee) presiding. 

Present: Representatives Albert, Jones of Missouri, Breeding, Bel- 
cher, Smith of Kansas, Short, and Latta. 

Also present : Representative Quie. 

John J. Heimburger, counsel; Hyde Murray, assistant clerk. 

Mr. Atsert. The subcommittee will please come to order. 

We are continuing our wheat hearings this morning by hearing 
from the national master of the National Grange, Mr. Herschel D. 
Newsom. Mr. Newsom, it is always a pleasure to have you before 
our committee. And you may proceed as you desire. 


STATEMENT OF HERSCHEL D. NEWSOM, NATIONAL MASTER, 
NATIONAL GRANGE; ACCOMPANIED BY JOSEPH PARKER 


Mr. Newsom. Mr. Chairman and members of the committee, we 
appreciate the opportunity to presenting to this committee the views 
of the National Grunge with respect to wheat and our recommenda- 
tions for long-needed legislation dealing with this subject. 

First, we would like to take a moment to commend this committee 
for its continued efforts to improve the wheat program and for your 
willingness to examine all suggestions which may benefit wheatgrow- 
ers and the Nation. We in the Grange recognize and appreciate the 
efforts you are making to enact constructive legislation and we want 
to assure you of our willingness to work with the committee in any 
way we can be helpful in your attempt to develop a workable wheat 
program. 

We are especially grateful that this committee is giving attention 
specifically to wheat. In the Grange we take the position that there 
is no single farm problem that can be dealt with by some single sweep- 
ing program or formula (such as simply lowering price support) 
which fails to take account of the different production, marketing 
and end-use characteristics of the different commodities. Agricul- 
ture is faced with a multitude of separate problems which are more 
often diverse than similar. There are wide variations in capital in- 
vestment requirements. There are marketing differences. There are 
differences in market demand and market opportunities—these and 
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the many other differences require different remedies or action for 
their solution. This does not mean that we need not guard against 
programs which would benefit one commodity at the expense of an- 
other or that there should not be balance and coordination between 
programs. We should also make certain that individual opportunity 
and initiative will be enhanced rather than diminished. This is why 
we believe it necessary to develop programs designed to meet the 
problems and to fit the needs of individual commodities. 

In the efforts of all of us who are interested in obtaining for agri- 
culture and for farmers an income which bears a more equitable rela- 
tion to the income enjoyed by Americans engaged in other labor and 
production as well as in investment enterprise, we have too long placed 
our principal if not sole reliance on Government guarantees to vm 
whatever part of agriculture’s production the market will not absor 
at or above a price fixed by the Government. To attempt solely or 
principally by such means to raise or protect income involves market 
disruption and, in some instances, even shrinkage of markets. On the 
other hand, to fix the price low enough to avoid all interference with 
market opportunity is to ignore the income problem. 

Price supports in the form of loans and purchases have a valid 
purpose, but to raise farm income over the long pull and to develop 
basically sound programs we must design measures that capitalize on 
uses and markets and which will provide returns that reflect the value 
of the commodity for such uses and in such markets. Agriculture 
must be given the opportunity to obtain a fair price or income from 
primary uses to which a commodity may be put, without, at the same 
time, destroying opportunity for developing and expanding other 
markets whether they be primary, secondary or foreign. 

Without resorting to a mass of statistics which I am sure has been 
presented to the committee there can no longer be any serious doubt of 
the failure of the present wheat program to meet the needs of the 
wheatgrowers or of the Nation. It is outmoded, even though it has 
been patched like a quilt. It has lost direction and does not meet 
conditions as they exist today. It adversely affects producers of both 
wheat and corn as well as livestock producers. It restricts and de- 
stroys market opportunities, and it is incompatible with the goal of 
the eventual elimination of Government controls and increased reliance 
on individual initiative, judgment, and private enterprise. 

The program of the Department of Agriculture has been and con- 
tinues to be one predicated on the validity of the proposition that 
needed adjustment in supply can best be effectuated solely through a 
lowering of price and with such a lowering of price, markets and 
producer income will be expanded. _ While this theory may have 
validity with respect to some commodities whose demand is respon- 
sive to price, it has little validity when applied to wheat. Nevertheless, 
under the present program the price of wheat has been flexed down- 
ward to 75 percent of parity. This has meant nothing but reduced 
income to wheat farmers. Consumption has not increased. New 
markets have not been established. Surpluses over and above domestic 
food requirements and subsidized export outlets continue to be 
unloaded upon the Government for indefinite storage, spoilage, or 
eventual disposition under some type of Government program, which 
are often cataloged as dumping because the disposed price usually 
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bears no relation to the support price at which Government acquired 
the stocks. i 

The latest program presented by the Secretary of Agriculture offers 
nothing but a continuing lowering of prices and a further decline in 
farm income. Under the current proposal of the Department the price 
for all wheat would eventually fall to about the domestic feed grain 
price level. , 

So long as we pursue the policy of fixing prices as we do under the 
present program for all wheat, we will be caught on the horns of a 
dilemma. We will either have to fix prices so high as to price wheat 
out of many of its natural markets and make Government the market 
in order to obtain for producers some semblance of a fair price for 
wheat used for food, or we will have to fix prices low enough to per- 
mit entry of wheat into the feed and export markets of the world 
and permit wheat to move into food uses at feed grain prices, thereby 
compelling farmers to sacrifice a fair return on that portion of the 
crop consumed domestically for food. 

For a number of years, the Grange has pointed out the short- 
comings of the present program and of the program recommended by 
the Secretary of Agriculture. In its stead, the Grange has advocated 
the adoption of the domestic parity plan. This plan was incorpo- 
rated in the Agricultural Act of 1956, which was vetoed by the Presi- 
dent. The mere fact that this program was contained in a bill which 
was vetoed should not deter this Congress, however, from adopting 
it or some modification of it as the best basic solution to the problem 
of wheat that has been advocated. Certainly, the current program 
of the Department has failed, and its latest recommendations seem 
to offer no improvement. 

The basic problem of supporting wheat prices without sacrificing 
basic income protection or without sacrificing markets can be resolved 
by a method which (1) gives producers access to markets (teed, in- 
dustrial, and export) where demand is more responsive to price, and 
(2) limits the parity-of-return objective to the market (domestic 
food market) in which demand is not responsive to price. The only 
feasible program we know of to accomplish these desirable objectives 
is the domestic parity plan. 

The essentials of the Grange domestic parity plan are: 

First: At the beginning of each marketing year, the Secretary 
of Agriculture would determine the portion of the wheat crop which 
would go into consumption for human food. This amount, which for 
years has been a little less than 500 million bushels, would be the 
domestic food quota. This amount would then be allotted among 
wheat farmers of the Nation substantially on the same basis as ac 
allotments are now made, except that in this case the acreage would 
- wagon into bushels and the share of each farm would be in 

ushels. 

Second: Each farmer would receive a certificate stating in bushels 
in his share of the estimated domestic consumption of wheat for food. 

Third: This certificate would have a value in dollars and cents 
representing the difference between the average market price of wheat 
(as estimated in advance by the Secretary of Agriculture) and 100 
percent of parity. 
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The marketing certificates would be negotiable drafts on the Com- 
modity Credit Corporation. They could be issued to farmers ahead 
of harvesting time, thereby helping them to finance farm operations 
during the high expense season. The certificates could also serve to 
some extent as insurance against low crop yields. 

Fourth: The domestic parity plan would be self-financing. Each 
miller or processor of wheat into human food would have to purchase 
(from growers or from the Government) certificates covering the total 
amount of wheat he processed for domestic consumption as human 
food. It would not be necessary for farmers to deal directly with 
millers because the Commodity Credit Corporation would act as the 
clearing house. 

Fifth: The value of the certificate plus the price received in the 
marketplace would return to growers the equivalent of full parity 
on that portion of the crop consumed domestically as food. 

For the portion of the crop used for feed or export, growers would 
receive whatever the wheat sold for in the marketplace, if there were 
no price support floor in effect. 

n other words, the role of prices in the open market would be a 
very important one. The function of price supports—to the extent 
that their continued use might be necessary—would be relegated to 
that of providing a floor under the market. 

Wheat producers would be able to compete in export trade on a 
quality basis under this program, without the need for Government 
subsidy. They would also have the opportunity of regaining a share 
of the domestic feed market particularly in the East and Far West— 
instead of selling the surpluses, produced over and above domestic 
food requirements, to the Government. There would be unrestricted 
movement of wheat, under free competitive conditions, at all stages of 
marketing from the farm level to the eventual processor or exporter. 
The costly marketing functions which the Government now performs 
in its large-scale wheat buying, storing, and two-price merchandising 
activities would be restored to the private trade. 

The new function of the Government would merely be to assist pro- 
ducers in operating a domestic marketing program for that portion 
of U.S. wheat production used domestically as food. To enable pro- 
ducers to obtain a parity return from the users of this wheat, instead 
of deriving it from the Federal Treasury, processors of wheat for do- 
mestic food use would be required—through the purchase of cer- 
tificates—to pay the equivalent of a parity price for such wheat. 

The domestic parity plan has frequently been referred to as the 
two-price program or multiple-price program. It has also been re- 
ferred to as a three-price program. None of these terms is accurate 
and reference to the program in such a manner has actually been the 
cause of some misunderstanding and confusion. Under the domestic 
parity plan there are not two prices. Al] wheat would be sold freel 
in the marketplace on the basis of quality, supply, and demand. 
Prices would be established by competition and not by Government 
edict. 

The domestic parity plan is a system of marketing designed to give 
producers a return equal to full parity for that portion of the crop 
consumed domestically for human food, and no more than the going 
free market price for the portion used for feed or export. 
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In view of the huge surplus of wheat now on hand it would probably 
be necessary, at present, to continue acreage controls and a loan pro- 
ram at a level which would prevent any possibility of wheat supplies 
, «abner ag feed grain prices or world wheat prices. Even if the loan 
level was established as low as 50 percent of parity, producers—by 
receiving a return equivalent to full parity on the wheat used domesti- 
cally for food—would receive a total income about the equivalent of 
that provided by support at 75 percent of pau under the current 
program. But the program would be on a much sounder basis and 
would be headed in the direction of progress instead of destruction. 

During the many months of analysis and discussion a number of 
objections have been put forth against the domestic parity plan. In 
our opinion, these objections are either a result of misunderstanding 
or can be creditably answered by pertinent facts and analysis. A few 
are perhaps among the imponderables, which can rightly be ascer- 
tained only with trial and experience, but they should not be an 
obstacle to its adoption. No program, including the present program, 
which has been in operation for many years, is entirely free of some 
administrative problems which have to be resolved through trial and 
error. 

Some who have opposed the domestic parity plan have contended 
that the system vr marketing involved in this plan represents, in 
effect, a bread vax imposed upon domestic consumers for the benefit of 
another group in our economy, that is, wheat producers. 

Such contentions are not well founded and reflect, to say the least, 
a misconception of all Govenment price-support programs for agri- 
culture as well as policies followed os both labor and industry. Re- 
gardless of whether wheat prices are supported at various levels for 
the entire crop as under present programs, or at parity for the domestic 
food portion of the crop, as under the domestic parity plan, domestic 
consumers, if the price of the raw materials is significant in the end 
product, pay producers a higher price than they would have to pay 
under a system of completely free market prices. Under the present 
program, however, consumers not only pay the higher price resulting 

rom the price-support program—but as taxpayers they also pay the 
subsidy required to move wheat into export channels, and incidentally 
the storage cost. 

The Grange is unwilling to accept the proposition which is inherent 
in the program of the Department of Agriculture that producers of 
wheat must accept for wheat used domestically for food a return based 
on the lowest use value of wheat, namely, its value as feed or for export. 
The effect of the Department’s position is to compel farmers to sub- 
sidize the wheat used for food by foregoing a fair return for such 
wheat in relation to the things that farmers buy. We do not believe 
that American labor or American consumers can logically support or 
will support the proposition that they, as consumers, should not pay 
a fair price for the labor and capital required to produce the wheat 
which they consume in the American market for food, whereas, they 
might be expected to object to a program which is designed to require 
them as taxpayers as a permanent program to pay substantial subsidies 
for wheat moving into feed or export channels. We do not believe that 
we have any right to expect this. 
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The cost to the miller of the wheat equivalent of a loaf of bread is | 
so small that the price of wheat is practically no factor in the price 
of bread. Historical analysis of variations in the price of wheat and 
the retail price of bread does not reveal any positive correlation. The 
Department of Agriculture, after conducting a study of marketing 
margins and costs for white bread, arrived at the conclusion that | 
“whatever lies ahead for wheat prices, they will have little effect on 
bread prices.” This is a quotation from the “Marketing and Trans- | 
portation Situation.” | 

The Department of Agriculture in a report to the Senate Commit- 
tee on Agriculture and Forestry declared that wheat producers who 
had been growing high quality milling wheat would likely consider 
as inequitable the apportionment of certificates to producers based on 
total production irrespective of the market outlet into which the 
wheat is moved. Such an argument largely stems from a misunder- 
standing of the provisions of the plan and the effect which its opera- 
tion would have on prices received by producers for the different 
classes and qualities of wheat. 

Although producers of all wheat and in all areas of production 
would receive the same proportional allotment of marketing cer- 
tificates relative to their normal or allotted production, the per-bushel 
value of the certificate is based on the average seasonal United States 
price received by producers for all wheat. Therefore, producers of 
quality wheat who are now receiving a premium in the market would 
be receiving certificates having a monetary value greater than the dif- 
ference between the actual market prices for such premium wheat and 
the parity price. Thus, producers of premium quality wheat would 
benefit by market premiums on all such wheat sold and not just on 
the amount covered by certificates. 

On the other hand, the poorer classes and qualities of wheat which 
are in surplus, and for which adequate domestic commercial outlets 
cannot be found, would be selling at varying discounts under aver: 
market prices. Producers of such wheat would, under the domestic 
parity plan, have to rely on export and feed market prices instead of 
being able to avail themselves, as under the present program, of price 
support at a level above market values by delivering their wheat to 
the Government in default of nonrecourse loans. 

These facts clearly illustrate the misconception inherent in com- 
ments coming from high official sources and others that the method 
of allotment of marketing certificates would be unfair to those farm- 
ers who produce wheat primarily for the domestic food market. 
Moreover, it is difficult to see how in the world present acreage allot- 
ment and price-support programs can be considered by these critics 
as being equitable to such producers. Under the present method of 
apportioning acreage allotments and determining price supports, the 
needs and preferences of the market are almost. completely ignored. 
Producers of low-quality wheat fare almost as well as producers of 
high-quality wheat. The programs now in effect leave the door open 
for the production of classes and oe of wheat unwanted by 
mills and exporters, but operate to the disadvantage of producers of 
high-quality wheat. 

Under domestic parity, however, the advantages accruing to wheat 
farmers would be in direct proportion to the quality of the wheat 
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produced and the extent to which it met the needs and preferences of 
domestic flour mills. Export prices and the amount of wheat to be 
exported would be determined by the forces of supply and demand, 

In comparison with present procedures, the domestic parity plan 
would seem simon-pure and the dumping argument sheer propaganda. 

There are no valid reasons for believing that a domestic parity 
wheat program, restoring to U.S. wheat producers the freedom 
to compete with other exporting countries in the world wheat 
market, would produce export selling practices which could be 
construed by other countries as export dumping and result in retalia- 
tory measures and unfavorable international trade relations. On the 
contrary, there would be greater incentives to cooperate with other 
countries in sharing world wheat markets, under international agree- 
ments or otherwise, than exist under the present programs. ; 

Under our present Government-subsidized two-price marketing 
system, the extent of subsidization of export sales is entirely a matter 
of administrative policy and producers derive the greatest benefits 
from the lowest export prices established by the Government. Wheat 
producers suffer no losses from a program of export dumping when 
public funds are appropriated for the purpose of making U.S. wheat 
competitive in export trade—a policy to which our Government must 
inevitably resort under the operation of the present price-support 
program. 

nder the domestic parity program, however, export dumping 
would be minimized or eliminated, since little or no public funds 
would be used for subsidizing exports. Producers, instead of deriv- 
ing the greatest benefit from the lowest export prices as under present 
programs, would suffer the greatest losses under such conditions. 

The allegation that the domestic parity program would lead to 
export dumping, and thereby damage our international trade rela- 
tions, has frequently been resorted to by opponents of the program. 
On occasion, there has even been an implication that the State De- 
partment opposed the domestic parity program because of the inter- 
national reactions it might prompt. 

In this connection I would like to call your attention to a letter 
addressed to Senator Thye on March 31, 1954, from Mr. Thruston 
B. Morton, then Assistant Secretary of State. This letter was printed 
in the Congressional Record of April 1, 1954 (p. A2499). 

Responding to a magazine editorial charge that the State Depart- 
ment had objections to the “two-price system,” Mr. Morton wrote: 

As a matter of fact, representatives of the Department of State informed 
representatives of the Department of Agriculture during interagency discus- 
sion of two-price systems that export sales under a properly drawn two-price 
system could be defended as not constituting dumping. They said that such 
a system would be less objectionable than the present price-support program 
when viewed solely as to its effects on our foreign relations. 

_ Now the italic, Mr. Chairman, is our own. The rest of the letter 
is a direct quote. 

Perhaps the principal voice raised against domestic parity for 
wheat has been that of corn spokesmen. They express a fear that 
corn and other feed producers would be hard hit by feed wheat. Such 
fears do not. seem well founded because all evidence points to the fact 
that any increased acreages of wheat would reduce rather than in- 
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crease the total supply of feed grains. I am, as the members of this 
committee know, primarily a corn farmer and I know that. The 
fact is that an acre of wheatland in the principal wheat producing 
areas produces less feed when it is planted to wheat than it does when 
itis planted to corn, barley, oats, or grain sorghums. The present 
corn and feed grain problem has in fact been aggravated by the pro- 
duction of feed grains on acreage formerly seeded to wheat. More 
feed is being produced from this diverted acreage, under the current 
wheat control program, than would be grown if such acreage were 
seeded to wheat—even if all such wheat went into feed uses. 

Further protection to corn and feed grain producers is afforded 
by the authority which would be given to the Secretary to establish 
a support price plan on wheat in line with price supports on corn and 
feed grains, world wheat prices, and international commitments, 
thus preventing any possibility of a price disparity which would ad- 
versely affect corn or other feed grains. Furthermore, this support 
floor undoubtedly would have to be fixed at or near the world wheat 
price which is well above the corn support level. Thus, the greatest 
amounts of wheat fed would be in eastern and western regions where 
little corn is produced and where the freight differential would make it 
feasible to feed wheat produced im such areas. 

Although I have outlined the basic principles of the Grange do- 
mestic parity plan, this does not mean that we are not in agreement 
with the efforts of the National Association of Wheat Growers to 
make certain changes or adaptations which are designed to meet 
changed conditions and, in particular, the lower level of feed grain 

rices generally. We have and are continuing to work with the 

Vational Association of Wheat Growers in an effort to evolve the best 
possible program. The principal ditferences between the basic Grange 
domestic parity plan and the program as revised by the National As- 
sociation of Wheat Growers are as follows: 

(1) The program of the wheat growers would provide as a regular 
part of the program price support only for the quantity of wheat re- 
quired for domestic food and for export, less 75 million bushels, at 65 
percent of parity. The remainder of the production would receive no 
price support and could only lawfully be marketed for use ultimately 
as feed. Under the basic Grange plan direct price support at or 
near world market levels will be discretionary with the Seoretaty of 
Agriculture after taking into consideration certain specific criteria 
and would apply to all wheat produced within the allotted acreage. 

(2) Under the wheat growers program there would be no acreage 
allotments or limitations on plantings, except the requirement that an 
acreage equivalent to 20 percent of the base wheat acreage of the farm 
be placed in the soil bank as a condition to program participation. 
Under the basic Grange domestic parity plan, it is contemplated that 
acreage allotments would be continued through a transition period 
until such time as the heavy stock of wheat were reduced to more 
workable levels. A oaimet to bring about a reduction of the total 
acreage in cultivation, however, has merit as the total agricultural 
plant, at present, is too large for current requirements. e Grange 
would look with favor upon a program to induce more acreage now 
in wheat and feed grains to be taken out of production and put into a 
soil bank or soil conserving use until such time as surplus supplies of 
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wheat, corn, and other feed grains could be reduced. In many areas 
it would be better to permit acreage to be used for forage and thereby 
permit better balanced farming operations than to force it completely 
out of use. This is true primarily in the so-called wheat areas, where 
wheat is one of the crops. It can better be used for feed under the 
conditions that we propose, in some of those areas. Under such 
circumstances, however, no soil bank payments would be involved. 

If a few questions which we have in mind were resolved to the 
satisfaction of the committee the Grange could give its full support 
to the domestic parity plan as modified by the National Association 
of Wheat Growers’ recommendations. The main question which we 
have has to do with the workability of that part of the wheat growers’ 
program which would permit all feed grain (wheat produced in excess 
of the food and export quota) to enter the marketplace freely without 
restriction, except for ultimate use as feed. We doubt whether such 
wheat could be policed if it were allowed to fan out freely throughout 
the marketing system. The incentive for such wheat to find its way 
into export and food uses would be so difficult to police as to en- 
danger the entire program, unless it is closely controlled from the 
beginning. We would suggest, therefore, that the wheat growers’ 
proposal could be improved if it were modified to place definite restric- 
tions upon the marketing of feed wheat from its inception at the farm 
to insure its use only as feed and to prevent its diffusion completely 
throughout the marketing system. This objective could be accom- 
plished, we believe, by permitting such excess of feed wheat to be fed 
only on the farm where it is produced or to be sold under regulations 
which would permit it to go only to the farmers for feeding on their 
farms or to feed processors for mixing into feed. 

The second point, concerning which we have doubts, is whether we 
should attempt abruptly to remove all acreage allotments or limita- 
tions upon production and place sole reliance upon the requirements 
that 20 percent of the base acreage (which need not necessarily be 
wheat acreage) be placed in the soil bank. It seems to us that it will 
be necessary to continue acreage allotments or some limitations on 

lanting until such time as the heavy surplus supplies on hand have 

een reduced and sufficient experience gained to see whether the 
complete removal of acreage limitations is possible. 

The third question which we have has to do with the fixing of the 
level of support by law specifically at 65 percent of parity or whether 
the Secretary of Aaricaliaes should have some authority to fix the 
level of support in the light of future international commitments and 
world market prices. We recognize the fears and the basis of the 
fears that appear in the minds of many farmers and many Members 
of Congress concerning the delegation of any discretion to any Secre- 
tary of Agriculture to establish the level of support. We believe that 
flexibility is desirable in determining what is, in effect, the export 
price in order that U.S. wheat will not be excluded from world markets 
and in order to afford the opportunity to work out coordinated pro- 

ms with other exporting countries as well as to meet any proper 
international commitments. We believe that appropriate standards 
could be specified which would confine the Secretary’s discretion to the 
policies specified by the Congress and which would assure the mainte- 
nance of a fair share of the world market for U.S. wheat and which 
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would, as far as practicable, keep wheat marketing in private trade 
channels, 

We are certain that the questions which we have raised can be 
satisfactorily resolved and that the domestic parity program as pro- 
posed by the Grange or as modified by the National Wheat Growers 
Association will provide the best possible program for wheat. 

We want to express our appreciation for your cooperation and we 
will endeavor to assist the committee in any way we can in developing 
a bill and securing its enactment into law in this session of the Con- 


Mr. Apert. We thank you very much, Mr. Newsom, for your fine 
statement. You always make a good contribution to our hearings. 

Are there any questions from members of the committee ? 

Mr. Betcuer. Mr. Newsom, would this have the effect of eliminat- 
ing the 15-acre minimum ? 

fr. Newsom. Well, this would have the effect of eliminating the 
need for any reference to it. 

Under our proposal the present producers that have to have the 
15-acre minimum would still be able to operate. They would not 
be able to qualify for some of the other benefits in the program, of 
course. 

Mr. Betcuer. Would they, under your program, be able to receive 
a parity certificate for the amount of wheat that had been raised in 
excess of their allotment up to the amount of 15 acres? 

Mr. Newsom. No; their treatment would be exactly the same as 
all other wheat producers. The certificates would be based on their 
historic record of the past. And the record would be confined to 
their allotment and not to their production under the exemption. 

Mr. Bevcuer. Your statement that this would be completely self- 
financing is true except that if it required any tax money to finance 
oy support program, it would not be completely self-financing would 
it 


Mr. Newsom. It may be that our statement was not as carefully 
designed as it should be. We meant to say that so far as the cer- 
tificates reflecting parity for human food use is concerned that it 
would be entirely self-financing and that we would drastically reduce 
progressively the cost of the rest of the program and, eventually, 
eliminate it. 

Mr. Betcuer. Under your program the farmer could still only 
plant up to his allotted acres ; is that correct? 

Mr. Newsom. We are receptive to resolving this thing on a dis- 
cussion basis. We do not want to take issue with our friends who 
basically agree on the same fundamentals that we agree on. We just 
have this particular difference of opinion. And we are willing to 
discuss it with the committee at any time. But, frankly, we have 
the feeling that in the initial state of this program we probably ought 
to continue the acreage allotments program for a year or two. 
don’t think it would take as long as a Jot of people believe it would 
take to work our way out of this mess, even though it has been getting 
progressively worse pretty fast under the present program. But I 
think, once we change the emphasis and the direction here, we may 
be able to get away from these acreage allotments much faster than 
some folks believe. I am not willing to say how long I think it 
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would be, except to say that I think we ought to approach this thing 
with this kind of caution. 

Mr. Betcusr. Do you have the feeling that that might remove some 
of the criticism that has been leveled at the wheatgrowers’ plan, that 
is to the effect that if you turn the acreage loose there would be so 
much produced for feed that it would affect the market for feed 

ins. 

Mr. Newsom. Well, frankly, we put this statement in here pri- 
marily because we cannot prove what I believe to be true. In other 
words, I believe that if we turned this thing loose and permitted 
even 65 or 70 million acres to be put in wheat, we would be making 
a real contribution to the imbalance between feed ins and live- 
stock population. But a lot of people for whom I have a lot of 
respect do not feel that I am justified in this position. So I am saying 
that to give them recognition for being as honest as I am trying to 
be, I say, let us hold on to the acreage allotments for a year or two 
here until we gain some experience and see what the score is. 

Mr. Betcuer. I thought Mr. Hughes when we had him on the 
stand himself estimated that there would be several hundred million 
bushels produced which would go directly into the feed market, that 
was your question; wasn’t it? 

Mr. Axpert. He said up to 600 million. 

Mr. Newsom. I think there might be the first year. I don’t know 
how to be sure whether it would or not, but to the extent that there 
might be that much, there would still be less acres left for produc- 
tion of sorghum and barley and the other crops that come off of these 
diverted acres. And I think our total agricultural situation would be 
improved rather than worsened. 

r. Betcuer. That might be true in those areas that can raise feed 
ains as well as wheat. But there are some areas in the Great 
lains country that can raise very little except wheat. 

Mr. Newsom. That is right. 

Mr. Betcuer. And to the extent that you increase acres in my par- 
ticular area, you would increase production of wheat, but you would 
not decrease necessarily the production of feed grains because on those 
acres they don’t raise very much of that. 

Mr. Newsom. Even so, under our program I think this would be of 
benefit to all agriculture and to all America, because in those areas 
they ought to be permitted to utilize wheat for feed and avoid some of 
the terrible increased transportation costs that are on this. 

Mr. Bevcuer. Even under your program you will still have a lot 
of wheat left for feed. 

Mr. Newsom. Yes. 

Mr. Betcuer. Even without turning it loose? 

Mr. Newsom. That is right. 

Mr. Bevcuer. That is all. 

Mr. Jones. One thing that I cannot quite understand here, Mr. 
Newsom, trying to reconcile some of these statements. At the bottom 
of page 6 you say that the prices would be established by competi- 
tion and not by Government edict. 

Of course, I can understand in a free market that price does follow 
supply and demand, but when we have the Secretary of Agriculture 
determining in advance the market price of wheat and then issuing 
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certificates on the basis of the difference in price between the market 
aca and 100 percent of parity, I think that in effect we would be 
aving the Government getting into establishing that price. 

I say that from this standpoint. Just recently, the Department, in 
establishing the parity price of cottonseed—when you go down to a 
certain figure as they did this year—that parity price of cottonseed, 
instead of being a floor, has, in effect, become a ceiling. And many 
of our producers in that field feel that we would have been much better 
off if the Department had said, “There will be no support price 
“a cottonseed,” although under the law they were required to set a 

gure. 

I was wondering about that. I am having difficulty trying to visu- 
alize what would happen under this situation, Particularly, as was 
mentioned a minute ago, fact that the 15-acre farmer now who 
has, say, a very small allotment and yet who produces 15 acres, as 
was brought, out the other day in one of the hearings, that most of 
the wheat produced by the 15-acre producer was a quality of wheat 
that was in demand to the extent that there was no surplus of that 
particular wheat. 

Mr. Newsom. Basically the Soft. 

Mr. Jones. The Soft wheat ? 

Mr. Newsom. The Soft milling wheat. 

Mr. Jones. Yes. Then if the person in that.area has only a small 
allotment and gets a certificate based on that allotment, yet he is 
producing a high quality of wheat which is in demand for human 
consumption, to then try to say that that wheat would automatically 
find its way into the feed market, I cannot see how that is going to 
work now. 

Mr. Newsom. This is not necessarily true. You have opened up 
about three or four subjects here and I hope I don’t lose track of them. 

Mr. Jones. I don’t want.to have you lose track of them. 

Mr. Newsom. I will try to help clarify them. Mr. Parker, you 
better listen. 

Mr. Atsert. This is Mr, Joe Parker, a former outstanding member 
of our staff. 

Mr. Newsom. First of all, if I remember the beginning of your 
statement, I would say that you are confusing the issue as to how we 
would propose that the Secretary establish the valuation of the certifi- 
cate which constitutes no inference with the market, with the support 
floor, which is a separate thing. 

The evaluation of the certificate would be determined on the basis 
of the Secretary’s estimate in advance of the average market condition 
as compared to the 100 percent of parity. This certificate then would 
not have any influence at all on the market level. 

Whether this will stop the support level that will tend to influence 
the market level whether established at the 65 percent of parity figure 
that our wheatgrower friends propose or whether established under 
the formula that we have heretofore proposed, we still think it has 
merit but which we are willing to leave that largely to the diseretion 
of the committee, although we would like to talk with you about it 
in further detail. 

Most of you will recall that this implies taking into consideration 
at least five criteria which includes feed value, comparative feed value, 
which includes the international commitments and relations. This 
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is the thing that would influence or might influence the market price. 
Certainly, it will influence the market price as long as ‘we are sitting 
on top of this huge stockpile. : } 

Let me remind you that we are seeing a terrific change right now 
in the situation. e have seen it. We are in a change in the role 
of price support as it is now practiced by the Government, namely, 
that of guaranteeing to buy at a given level if the market value can 
absorb it, which has had to be changed. It is having to-be changed 
right now. This is one of our major functions in considering wheat 
legislation. 

We originally established this price-support level for the purpose 
of trying to do something constructive for the internal wheat pro- 
ducer. think it is pretty clear that we cannot do anything for the 
internal wheat producer by that kind of price-support level now. 

I think, frankly, that the major role of the price-support level now, 
as we presently term “price support,” is that of protecting the wheat 
producers and the rest of the world from destroying the market by 
reason of our stocks and protecting me as a corn farmer from destroy- 
ing the value of my comparative product with wheat. 

Tt is just completely obvious that the people who say we just ought 
to junk all price supports have not thought this thing through at all. 
It cannot be done. 

The Government, under the law, then could dispose of its present 
stock of wheat at 5 percent above zero and we would do a thing that 
is completely out of the minds of any of us. We just cannot do that. 

And so I am saying, as I tried to follow your question there, I 
am not sure how many of the points I have missed now, but bear in 
mind that in talking about the soft wheat producers under the 15- 
acre exemption provision, he can still go right ahead and produce 
wheat. And if there is a market for this soft: wheat—and there is 
under present circumstances—he will be able to sell that soft wheat, 
all of it, that he produces under our program at the market price. 

Mr. Jones. That would be sold at the world price that would be 
established in advance by the Secretary of Agriculture. 

Mr. Newsom. Well, under the circumstances as they exist now it 
would command a premium above the average price that the Secre- 
tary has forecast if his forecast has been accurate. But historically 
these premiums are sometimes not very great. They are just great 
enough to get the wheat that the user of this particular wheat re- 
quires. 

We can all remember how they fluctuate a great deal. I mean it 
has only been a few years, I believe, Mr. Chairman, since Durum wheat 
was way up around $3.50 a bushel, but this thing didn’t last long. 
The premium on Durum now is not very high, as I understand it, 
from the last I heard about it. 

The point I am trying to make, Mr, Congressman, is that the in- 
come of the wheatgrower here is derived from the market price that 
he gets out of all of the wheat that he produces, plus the relatively 
small amount of money that this 15-acre fellow would get out of 
certificates. And he would benefit more under our program, even- 
tually at least, depending on where the Secretary puts this lower sup- 

rt level or whether it is established by Congress at the 65 percent 

gure that the wheatgrowers propose. 
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Mr. Parker, did I miss other points that the Congressman raised ? 

Mr. Parser. I think the principal question was whether this Soft 
Red wheat produced here in the East would have to take this so- 
called ome Fs market or feed price for wheat. The answer is “No,” 
if it is in demand for milling purposes as it now is. In other words, 
he would be free to produce it and it would bring in the market place 
what it was worth for milling purposes. ; tad 

Mr. Jones. Well, now, excuse me a minute while I have got it in 
mind—lI think where you get off there is this, your wheat certificate, 
as I understand it, the value of the wheat certificate to every pro- 
ducer would be the same, is that correct ? 

Mr. Newsom. That isright. That is right. 

Mr. Jones. In other words, where we are now producing the sur- 
plus of wheat, it is wheat which I understand would be more likely 
to go into the feed category. . 

Mr. Newsom. De mlonk on its geographic location. 

Mr. Jones. I Salaainnasel that. What I am trying to say is that 
that would be included in the domestic or food consumption, and the 
wheat which is now actually being used for food consumption would 
not be receiving a certificate. That is the thing that is confusing to 
me. 

Mr. Newsom. Yes. 

Mr. Jones. I think that would have a tendency to increase the 
value of the wheat which is going into feed consumption out of pro- 
portion to the wheat which is suitable for human consumption which 
would not have a certificate. 

Mr. Ausert. If you will yield, would you be opposed to a pro- 
vision which required future domestic parity certificates to be based 
upon historical food uses? In other words, if someone is growing 
wheat for feed only, should he continue to get the benefit of the do- 
mestic parity certificates ? 

Mr. Jones. That gets into one. 

Mr. Arpert. On the other hand, everybody has told his story in 
terms of his own situation, and the soft wheat, red wheat producers 
are no different. 

The truth of the matter is that if Soft Red wheat had been sup- 
ported, you would have had higher prices for Soft Red Winter wheat 
and you would have had less Hard Red Winter wheat or Hard Spring 
wheat produced in the soft wheat areas. That is what the Depart- 
ment of Agriculture tells me is the truth of the matter. The miller 
wants no support price, and he wants farmers to grow Soft Red 
Winter wheat so that he can buy it cheap. He does not want it put 
in competition with supported wheat. 

Mr. Newsom. He wants enough of it so that it won’t even command 
a premium. 

Mr. Auzert. That is right. 

Mr. Jonsrs. While I have this on my mind, I think that has been 
one of the fallacies of this price-support program. In other words, 
wheat is wheat, regardless of what type it is or where it is grown. 
An we have supported it on that basis. 

And again, getting back to cotton, because I am more familiar with 
that—in cotton we have recognized that difference. We have the long- 
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staple cotton and we have the upland cotton. And we do have a dif- 
ferent treatment in price support for them. Y 

It would seem to me that if in the past we had recognized certain 
categories of wheat and had based our price-support or upon 
that, I think we would probably have been in less trouble. And those 

rice supports each year could have varied according to supply and 
emand along that way. 

Mr. Newsom. Let me just say that while I am in complete sympathy 
with what I think your motive is, I am very apprenhensive about what 
I think might result from what you are talking about here. That 
means, if I interpret your remarks accurately, we would get the Gov- 
ernment deeper into the category of determining prices and differen- 
tials on arbitrary bases, whereas we are trying our level best to devise 
a system wherein the market itself will make those determinations 
and exert those influences. And if there is an adequate supply of Soft 
Red wheat now our program would permit that thing to be fixed so 

uickly that it is not a thing we will here to live with and be asking 
Bengties to cope with or the Secretary of Agriculture to cope with. 

And we prefer to do it this other way to the extent that we can. 
We believe our program will do it. Wecould be wrong. 

Mr. Jones. Of course, you recognize, Mr. Newsom, that one of the 
greatest criticisms of the farm programs as such overall has been the 
charge, whether it is correct or not, that the wheat program, particu- 
larly, has been conducive to causing certain sunituanel to produce 
wheat that is not in demand and they have been accused of producing 
for storage or for the loan, rather than for consumption. 

Mr. Newsom. That is the reason we have been trying for several 
years, as you know, to effect this kind of a change in the wheat pro- 

am. That is the reason. 

Mr. Jones. I have supported this, as you recall the history here. 
When Chairman Hope was here I think he was for a plan like this. 

Mr. Newsom. Yes. 

Mr. Jones. And we even had it in a bill once or twice and we had it 
out. But before it got on the floor it was killed because there was a 
lot of apprehension about it. I would like to have seen it tried. If 
it had been tried when we first started we would have found out, at 
least, what the trouble was. 

Mr. Newsom. I would say it this way. I don’t know if there is too 
much point to this particular kind of a statement. If we could have 
put this kind of a program into operation at the close of the Korean 
war or somewhere in the neighborhood of 1954 or even 1955, it would 
have worked beautifully and would have been comparatively simple 
to what we have to do now. 

My hat goes off to the wheatgrowers themselves for facing up to 
the complications that have been made more severe by the present 
developments in connection with the feed grains, because the ulti- 
mate solution to our imbalanced wheat situation is that we are goi 
to have to make some provision for getting a reasonable velienaiat 
this wheat in some of the basically predominately wheat production 
areas back into the feed channels when itnormally went. 

Mr. Jones. Thatis all. Thank you. 

Mr. Surrn. I 2 eg: your statement very much. And I'am not 
saying that for political reasons, because I don’t think you havea 
grange in my district. But I like your approach. 
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Now then, all through these hearings we seem to have one distinct 
idea that we are going to have a free market for the farmers. In 
all of your years of experience, do you think it is possible that we 
can have a free market for the farmer, and he will be the only in- 
dividual in our economy when everything else is controlled, and 
dominated by an all-powerful Government. 

Mr. Newsom. Our record on that question, I hope, is clear as a bell. 
We do not accept any such statement but we do contend that we must 
make an opportunity for the market influences to operate in any of 
es that we develop. 

r. SmirH. Suppose we get to that stage in 1962, where we are 
going to try to get a free market, these old cowmen, these old hogmen, 
and these old producers, are going to find out that they are going to 
get hurt along that line. 

Mr. Newsom. They are not going to have to wait until 1962 in my 
opinion. 

Mr. Smrru. In other words, we are not talking just about some 
a grains here—we are talking about the whole agricultural 

uture. 

Mr. Newsom. That is exactly right. I am delighted at your re- 
marks there because it underlines one of the things we have been try- 
ing to say, that we must develop programs to fit a particular com- 
modity but we must do it in full conscious realization of the effect 
that any such program would have on all other commodities. 

This is why we say we must have a sort of a pattern. But that we 
must not let the pattern blind us to some of the details that we have 
got to put into a wheat pro or into a feed grain program. 

Mr. Smiru. This whole idea of a free market is just something that 
people like to talk about, that can never come about, in my opinion. 

r. Newsom. Well, the United States of America was founded by 
people that were dedicated to the development of the maximum op- 
portunity for individuals. And they were fleeing from a portion of 
the world where there had been a struggle between a less fair type 
capitalism and statism because they wanted to found a structure 
where we have a source of regulated kind of capitalism. 

And I think this is our big challenge. 

It invites some difficulties. 

We have some differences, rugged differences of opinion as to where 
we pass from this policy of protecting the rights of individuals to 
where it actually constitutes aggressions on their rights. This is a 
p38 that we have to cope with as citizens in a democracy. And I 
think this committee has done a yeoman job in it. 

Frankly, this is one of the things that we were trying to say, Mr. 
Chairman, in the opening statement. We salute you for the 
efforts that have been made by the House Agricultural Committee 
down through the years. And certainly, they are excellent and well 
directed, in our opinion right now. 

Mr. Arsert. Mr. Breeding. 

Mr. Breeptnc. Mr. Newsom, I appreciate your remarks here this 


morning. I with many ofthem. I was not here when you first 
started. But I would like to know under this program how you plan 
in the few short years up to 1962 to get rid of the 2 billion Is 


of surplus wheat that we have on hand. 
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Mr. Newsom. Well, sir, Mr. Parker and I have wrestled with this 
a great deal to reach a conclusion in our own minds as to how long 
an objective this is. And I think it may be helpful if you, Mr. 
Chairman, might permit Mr. Parker to comment on this. But let me 
sa roughly right now, that the answer lies in developing a program 
which will permit wheat growers to capitalize on the primary human 
food use as the highest paying use, and still capitalize on second 
uses and have access on an equitable basis to the markets of the world. 
This means to say that we can only eat, about 500 million bushels of 
our wheat as human beings. I don’t know how much we can feed. 

But I want market prices to help us establish the volume of wheat 
that into feed uses. 

I > nee know for sure how much of it we can export without 
continually extending Public Law 480 and other devices. 

We are just going to have to recognize, to have to do that type of 
thing for a while. But we want to set a program in operation here 
that will give us some prospect of closing out those programs instead 
of relying on them forever. 

Mr. Breeding, I am not sure that my answer is too meaningful to 
you, but it is the best one I know how to give. 

Mr. Breepine. It seems to me, perhaps, under this program and 
similar programs, we would grow more wheat than we are presently 
growing. 

Mr. Newsom. That depends on what the other circumstances in the 
total national economy are, and what the other circumstances are in 
agriculture. 

If we can get a program, or a combination of programs devised 
and into operation here that will preserve, or improve the income 
structure of the American rural people, before we exert too much of 
a depressing influence on the total economy, I think then we have a 
very excellent opportunity to capitalize on a high level of purchasing 

wer in the American economy as a whole and that if we will try to 
= these things and at the same time permit individuals to exercise 
their best discretion as to how they can best improve their own circum- 
stances, we might move into a real balanced agricultural production 
and output here and stabilize farm income at a higher level and thus 
make a greater contribution to the total American economy much 
faster than some people realize. 

Again, Mr. Congressman, I am not too sure that that is a clear and 
concise statement. But I am optimistic about our chances of doing 
something constructive if we do not lose too many years. I am only 
sick at heart about the time that we have wasted in modifying our 
wheat program, for example, here. 

Mr. Breeprne. Thank you. 

Mr. Aupert. Mr. Short. 

Mr. Suort. Do you have some other witnesses ? 

Mr. Atzert. We must proceed expeditiously. 

Mr. Suorr. There are some questions I would like to ask. 

Mr. Aupert. Please proceed. 

Mr. Suort. Mr. Newsom, I want to compliment you on your presen- 
tation and your recommendation of the fact that we do need farm 
legislation. And I think, also, it should be pointed out while you 
don’t claim your ideas to be the perfect solution, we, certainly, are 
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confronted now with a present situation where the legislation we have 
is far from perfect, so we are considering an improvement of our pres- 
ent situation and not trying to tear apart any proposed suggestion. 

Now in this business of attempting to enlarge our disposal ot wheis 
abroad it seems to me that that is a big factor in this whole picture. 
We are producing more than we can consume domestically. We are 
producing more an we can find any use for domestically. So if we 
are going to have anywhere near our present rate of production we 
have to finda market for it some place. 

We get a little bit discouraged at some of the reports that come to 
us of the possibility of expanding uses overseas. 

I am wondering what your thinking is in regard to No. 1, the re- 
sponsibility; No. 2, the possibility of the efforts, for instance, of some 
of the big grain terminal cooperatives entering into this field of trying 
to carry on further than their present interests go, the disposal of the 
wheat and, also, what the possibilities would be for some of these 
promotional organizations like the American Wheat Association— 
what is the name of the other—the Kansas Wheat Growers? 

Mr. Newsom. As you know, Mr. Congressman, several very sub- 
stantial starts, at least, on this kind of program are in operation. You, 
perhaps, know as much about them as I do. 

Our friends, for example, in the Oregon Wheat Growers Associa- 
tion in cooperation with other people, of course, have done a terrific 
job in building markets and appetites for their particular type wheat 
out there. This type of thing is going on. And it will go on far more 
aggressively under our kind of a program, in my opinion, than it can 
under the present kind of promotion. 

Yet us just say to you as a participant in international farm organi- 
zation representatives meetings—and we have one going on right now 
down in Encinado, Mexico, where some of our people are meeting with 
representatives of Canada and Mexico, as well as American farmers. 
I don’t think there is any real disposition on the part of the farmers 
any place in the world to willingly deny American farmers access to 
markets. There is only apprehension about how long they are going 
to have to compete as individuals with the collective might of American 
taxpayers in these markets under the present kind of program where 
the Government buys at one price and sells at a price which bears no 
relation to the price at which the Government buys. 

And as we talk with these international friends of ours, they are in 
total sympathy with the kind of thing that we think we are trying todo. 
Some of them, frankly, from time to time, have not, in my opinion, 
understood exactly what we are trying todo. They have heard our 

rogram referred to as a “two-price program” or something of that 
kind. And they think that it probably will be a continuation of the 
kind of thing that we are doing now. I am only saying that—and I 
recognize the chairman’s admonition that we must not let this run too 
long—I am merely saying that we want a right as American farmers to 
exploit the international markets on a fair basis with our friends in the 
rest of the world. And we will take whatever the verdict is on that 
basis. 

Actually, we are not going to solve the wheat imbalance situation 
by simply eg sy the world markets any more than we are by ex- 
panding the human food markets. A good portion of this wheat will 
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have to find its way into feed. And then [ as a corngrower become 
intensely anxious to have a program about like the one we are talking 
about now, because it is the only way I think I can be protected against 
the eventual decision on the part of the U.S. Government that they 
are going to get rid of the billion bushels of wheat somewhere; and the 
only way they can get rid of it is to put it into the feed market, in any 
substantial quantity. This is a terrific danger to the corn producers, 
in the present situation. . 

Mr. Snort. Mr. Newsom, there is another question I would like to 
ask. Yesterday one of the people appearing before the committee 
raised the question as to the constitutionality of these certificates based 
on the premise, I believe, that the Secretary of Agriculture would have 
under these proposals the authority to set the value of the certificates, 
and assuming that it was some kind of a tax, under our Constitution 
the right to tax is vested only in Congress. Have you people— 
assume that you have—given some consideration to that? 

Mr. Newsom. Yes, sir, we have. Mr. Parker is an attorney. He 
has had broad experience in this line. His answer would probably be 
much more vem cant than mine. But let me just say that the Secre- 
tary here would be determining the value of the certificates and not the 
price of the wheat. 

And furthermore, these certificates would be used to supplement the 
income of wheat producers and not for the purpose oF controlling 
production as some people have seemed to have inferred that they 
would. Mr. Parker, if the committee will permit it, I expect you can 
answer that question. 

Mr. Suort. Do you think it is a threat or don’t you? That is all 
I want to know. 

Mr. Parker. I don’t think it is a real threat to the validity of the 

rogram. There are some unknown areas. But I think the real threat 
1s the exercise of power by the Congress in delegating that to the 
Secretary of Agriculture—the regulation of commerce under which, 
under the Constitution, the power is vested in the Federal Government. 

Mr. Suortr. Another question which I am not quite clear on. The 
Secretary sets the value of these certificates. They are set at the be- 
ginning of each marketing season at a certain value. It is up to the 
producer, or his market people to make the best bargain they can for 
the wheat that they sell. And the more they can get for their wheat 
the better deal he makes. 

Mr. Newsom. Exactly right. 

Mr. SHort. We hake testimony here yesterday on a different ap- 
roach than anyone else has made. Are you familiar at all with 
ongressman Langen of Minnesota’s bill which provides a graduated 

incentive for reducing acreage ? 

Mr. Newsom. Not in detail. I am familiar with the principle 
around which I think the bill is drawn. But I probably better not 
try to comment on it because I have not actually seen it. I have just 
read a little about it. 

_ Mr. Syorr. My good friend, Congressman Smith, mentioned the 
livestock part. I had better not get into a discusion of that phase. 

I would say this, I think before we go on, we have the example there 
of a commodity that has been free. And while people have pointed 
out the assistance to the cattlemen, just as you did now, as a cattleman, 
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I will grant you that I have been a little bit sorry, several times, but 
I, also, am very grateful at other times, as I am now, that we have a 
darn good price. That isn’t the complete answer to this question. We, 
proba ly, better not get off on it. 

Mr. Newsom. I would like to comment on just how free they have 
been all of this time, if I might take the time. 

Mr. Suort. We better not go into it. Maybe you and I can visit 
about it. There is this that I would like to ask you, sir. Isn’t a part 
of the answer to this whole oversupply of feed grains and wheat and 
corn—wouldn’t an expanded livestock economy tend greatly to temper 
that oversupply situation? Isn’t one of things that could be done, 
to raise more livestock? That is one thing that people will eat. And 
again you are going to say, “Well, you would have to depress the prices 
to get people to eat much more.” 

Mr. Newsom. That isn’t necessarily true. It depends upon the rate 
of expansion we have. We have some very significant illustrations 
of this terrific price we pay if we expand the red meat supply too fast. 
We actually got less producers of red meat for 30 percent more supply 
of red meat over a 2-year period of time than we had for the basic 
supply. So wecan do this. 

ut we must do it with reason, and gradually. This is why we are 
trying to propose this kind of a program. It will permit it to be 
done normally. 

Mr. Snort. It seems to me that more consideration, perhaps, should 
be given in our overall consideration of where we are going with the 
farm program, in expanding our livestock economy as a device to 
use up a part of this present oversupply of feed that we have. I would 
like to go into this indefinitely, but I will desist. 

Mr. Atzert. Mr. Latta, do you have any questions? 

Mr. Latra. Mr. Chairman, I don’t want to take the time because we 
have other witnesses. Do you have any idea as to the cost of this 
program ? 

Mr. Newsom. I think I would like to have Mr. Parker reply. 

Mr. Latra. Justa round figure. 

Mr. Parker. Whether the program would cost the Federal Govern- 
ment anything or not would depend upon the level at which you set 
the secondary support. If you set this level of secondary support just 
about the world price level—if you set it there—depending upon 
whether you would use basic Grange program or the wheatgrowers’ 
program or under either program, I think it would cost considerably 
less than what the present program is costing. But with any sec- 
ondary support you would be supporting only that small portion that 
did not find its way into a use which on the basis of 1,200 million bushel 
crop I think the most you would be supporting at some very small level 
maybe, would be 200 million bushels. 

Mr. Newsom. In other words, the cost would be drastically reduced 
and progressively reduced as we worked our way over a 2 or 3 year 
period of time into this program. 

Mr. Larra. If I get this correctly, you are saying the most you would 
have, would be this 200 million bushel cost. 

Mr. Parker. Where it is 200 million bushels that the Government 
might have to take over. 

Mr. Newsom. Take off of the market. The rest of it would go into 
uses, 
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Mr. Parker. As you got under the yromere there would be no cost 
to the Federal Government because all of the wheat would be moving 
into the market at what the market would grant. 

Mr. Apert. You are talking about 200 million bushels a year and 
you start with over a billion, You could add 200 million bushels a 
year. And you would have the storage cost, plus the takeover cost 
year after year, would you not ? 

Mr. Parker. That assumes that under the program you would get no 
inereased consumption. I think, as Mr. Newsom has indi 5 one 
of the problems we have is that we have been piling up this wheat and 
doing nothing to stop it coming in or otherwise doing nothing to get 
more of it consumed. To the extent that we can get more consumed 
as feed you would bite into that 200 million bushels because we have 
a market for food and exports for, roughly, a billion bushels right now 
with practically nothing going into feed. To the extent that we can 
move it into feed, it woale: eat into the 200 million bushels, 

Then in the long run I don’t think that we could forever give up 
the possibility of attempting to affect the production of wheat 
throughout the world. There are many countries in the world today 
that are still raising wheat at very high support prices, much higher 
than anything in the United States. They are doing that for many, 
many reasons. But if they could be assured that they will have a 
source of wheat over the years at a fair price and as their economy 
built up, and created a demand for reallocation of their resources, there 
is a good possibility of getting some of this uneconomical wheat pro- 
duction out of wheat production, with export to those countries. 

Mr. Breeprna. I am wondering what the U.S. consumer will say 
when he must pay a tax for food to support a farm program when the 
European cousin can eat some of that same feed with no extra cost. 

Mr. Newsom. This is the basic question, Congresman Breeding, to 
which I am sure you know the answer just as well as I do. This is the 
basic question that has been asked and answered from the very insitu- 
tion of Government in the United States itself. We have had a pro- 
tective philosophy. It is one thing that is entirely well founded his- 
torically to expect Americans to pay in American price levels for 
everything except agricultural products. We want to establish the 
same philosophy on agricultural products. 

At the same time we want to concede that we don’t have any morale 
or economic or political right to ask them to pay that kind of price 
level for that which they do not consume as Americans. That is the 
heart of the philosophy of the approach that we are proposing. 

Mr. Smrru. What about the European cousin that does not pay 
anyt ax’ I don’t know of any. The Government, is paying it. 

Mr. Beicurr. The American pays a tariff on every single thing that 
is imported into this country, or almost everything except that which 
is on the free list. And the European cousin does not have to pay 
that if he buys it. 

Mr. Breeping. We might sell wheat abroad at the world price under 
this bill without subsidization, 

Mr. Newsom. You are doing it under the present program, as 
all know. If I may, Mr. Chefranch, I Seman if I au state fun a 
word more about the question that you raised. 
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When we meet with our friends in France and Switzerland and 
other European countries and find the terrific protective level that 
they have established there, bearing on the question that you raised on 
comments of yourself, Mr. Parker, I would like to point out that 
under our kind of a program we would not aggressively destroy any- 
body else’s market, but by the same token we would continually, Mr. 
Smith, have American wheat available so that there would be ac- 
cumulative pressure in France, for example, to put their resources to 
some other productive use rather than to produce wheat at twice 
what it would be available to them for from America—if we can 
avoid dislocations long enough, if the Frenchman will not be appre- 
hensive about an inadequate supply of bread. This is why in the 
long-term pull this program of ours will benefit the whole world. 

Mr. Apert. May I just ask a few questions? Do you think it is 
fair to inaugurate a program like this during the transition period ? 

Mr. Newsom. I certainly do. 

Mr. Atsert. Do you think that it is possible to inaugurate this 
er without acreage allotments? 

r. Newsom. Yes, sir, I think it is, but we would prefer that we 
retain acreage allotments for the first 2 or 3 years. 

Mr, Ausert. You are aware that the National Wheat Growers’ 
Association bill contemplates doing away with acreage allotments, and 
would contemplate, also, a 20-percent soil bank which is, as far as 
this committee is coneerned, an open-end thing that we cannot decide 
and this Congress cannot decide because it depends on what the 
Appropriations Committees do down the line. This would leave the 
matter dangling in the air, whereas you cannot succeed with the pro- 
gram unless you can know in advance what you cannot know in 
advance, namely, that you can put into effect a very effective soil bank 
program. 

Mr. Newsom. In that respect one of the propositions that we have 
discussed with them—and we have not frasiidy been able to resolve it, 
if we go that route, I think it should be defined as a program for a 
given number of years, perhaps 3 years. 

Mr. Ausert. The Department wants to base the value of wheat, 
being primarily human food, on its secondary use as feed. 

Mr. Newsom. That is right. 

Mr. Atsert. Which means letting the tail wag the dog. They offer 
no other solution than that to this committee. 

Mr. Newsom. We have no solution to that. 

Mr. Atzert. Thank you very much. 

Mr. Newsom. Thank you. 

Mr. Atsert. The committee will go into executive session for about 
5 minutes. 

(Thereupon, at 11:30 a.m., the committee proceeded into executive 
session. ) 

(Thereupon at 11:40 a.m., the committee proceeded as follows:) 

Mr. Atsert. The committee will please come to order. 

The committee is now delighted to hear from a colleague, from the 
great State of Texas, Mr. Bruce Alger. 
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STATEMENT OF HON. BRUCE ALGER, A REPRESENTATIVE IN CON- 
GRESS FROM THE FIFTH CONGRESSIONAL DISTRICT OF THE 
STATE OF TEXAS 


Mr. Axcer. I come from a study of the income tax form as to which 
is the better form. So it is like going from the frying pan into the 
fire. I appreciate your hearing me. 

On Senbeuthes , 1958, an eminent jurist, T. Whitfield Davidson, 
whose experience on a Federal bench is exceeded by few, if any, serving 
in the judiciary today, handed down a decision which simply con- 
firmed and reasserted the right of an American to do what he pleases 
with his own property so long as he disturbs the rights of no one else 
in the process. 

On February 24, 1959 the Supreme Court summarily reversed Judge 
Davidson in these words—and this is the sum total of these comments: 

The judgment is reversed. Wickard v. Filburn, 317 U.S. 111. 


What infraction of law was here involved? J. Evetts Haley, Jr., 
who operates a 1,600-acre cattle ranch in Oklahoma and who has never 
applied for nor accepted any kind of Government subsidy, grew 43 
acres of wheat which he fed to his own cattle on his own ranch. He 
asked for Government loans on none of it. Hesold none. But he was 
assessed a fine of $506.11—for planting wheat during 1956 when he 
had no wheat acreage allotment from the Agricultural Stabilization 
Committee ; for planting wheat, mind you; not selling it. 

The learned Judge Davidson, in finding for the defendant, cited 
ample judicial precedent for excluding Haley’s act of simply producing 
something—of itself quite legal from the jurisdiction of Congress in 
the first place: “He has marketed nothing; he has sold nothing; and 
he has entered nowhere into the marts of commerce.” But as other 
Federal jurists have been wont to do, he took judicial notice of other 
authorities, not essentially judicial, but nonetheless authoritative, on 
this subject of men’s basic rights. 

I quote the judge: 

Nineteen hundred years ago, a man uttered these words “I have a right to do as 
I will with mine own” * * * The 10th amendment says: “The powers not dele- 


gated to the United States by the Constitution, nor prohibited by it to the States, 
are reserved to the States respectively, or to the people.” 


On September 9, 1958, judgment was entered in favor of the 
defendant. 

On February 24, 1959, without a hearing. 

The judgment is reversed. Wickard v. Filburn, 317 U.S. 111. 


The decision of Judge Davidson is thus repudiated—are the author- 
ities he cited repudiated as well? Since, as a Nation, we have not 
a repudiated one of those authorities and we cannnot the other, I 

ave today (which was correct at the time I wrote this statement) in- 
troduced a simple bill aimed at bringing the Agricultural Adjust- 
ment Act of 1938 in a little closer conformity with both. Whatever 
effect this little amendment might have on the grandiose schemes 
of the planners, however far it might set back the “managerial revo- 
lution,” this bill would simply permit an American to plant wheat on 
his own land to be consumed on his own farm, free of interference 
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by anybody. Where Americans ever lost that right I’m not sure, but 
I urge your support in restoring it to them. Y MOLT & 

Mr. Axusert. Thank you, Mr. Alger. Your bill is similar to 
others. 

Mr. Ateer. Yes, sir, it is. 

Mr. Apert. This subcommittee took the lead 2 years ago in chang- 
ing the old law and raising to 30 acres what used to be 15 acres and 
we have liberalized the law to that extent. Certainly, there is a lot 
of argument, I think, for extending it further. You understand, 
however, that if you are going to have a control program and con- 
trol others, you have got to keep certain means of finding out whether 
a person does not take advantage of exemptions. In other words, if 
we are going to control those who plant wheat for sale, then would it 
be right to let someone plant wheat for feed to any extent and not 
police him to the extent of being sure it does not leave the farm ? 

Mr. Arcer. To me the answer is so clear, I dislike to even engage 
in discussion with you, because to me that is a policing matter and 
we should not infringe a farmer’s basic right to grow and use on his 
farm what he will. The policing, I recognize, is a problem and I 
would commend you for anything you can do to work out a law to that 
extent but I just can’t see acreage control limiting a man to do what 
he will with his own land. I cannot say it better than this, although 
I would love to take more of your time. 

Mr. Jones. What became of the cattle? 

Mr. Arcer. I don’t know the whole history of this. I hold no brief 
for this gentleman Mr. Haley at all. I am sure you can justify it. 
When you get a bad law or a law—and I call it bad because it in- 
fringes on the basic right that comes from the Almighty, not from 
this Government, to do what you will with your own land—I think 
that once you pass a law and then have to pass other laws to protect 
the basic inequities in it you can rationalize what we then do. That 
is partly what we are doing. I am just trying to get back, as I say, 
gentlemen, back to the elementals. If I am wrong then I am wrong 
but I am trying to stick to principles that I feel with all of my heart 
are right. I know this committee has a terrible job and I don’t begin 
to understand the problems confronting you but I do feel that this 
gentleman has a legitimate point. And Judge Davidson is highly 
a as a student of law and possibly as few are on the Supreme 

urt. 

_ Smiru. You don’t think the Supreme Court pays much attention 
to that. 

Mr. Areer. I think Mr. Davidson is in a place all of his own. I 
think the Supreme Court could learn a few things from him. 

Mr. Atsert. What is the number of your bill? 

Mr. Arcer. There are a number of copies of this statement if you 
care for them. 

Mr. Atgert. What is the number of your bill ? 

Mr. Areer. I am sorry, I didn’t have a number. I will get it. I 
just don’t know the number at the moment. 

Mr. Atzert. We certainly appreciate your statement. 

Mr. Auger. Thank you. 

Mr. SHorr. When did you introduce the bill ? 
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Mr. Arerr. About 2 or 3 months ago. Can the record be left open 
so I can put the number in? 

Mr. Axpertr. Very well. The committee has completed its hearings 
now. We may have to hear a few other witnesses. We don’t want to 
cut anybody out that has a legitimate interest, who wants to appear 
before our committee. I think we have given nearly everybody an 
opportunity to appear. We have been holding hearings for a Sone 
time. And it is our purpose to start executive hearings on the 9th for 
our first executive session on the general] wheat situation—the 9th of 


A ril. 

Mr. Suort. Mr. Chairman, I have a farmer from North Dakota 
that is testifying today with a plan that he has for the solution of the 
farm-wheat problem. He is testifying before the Senate committee. 
I told him that if he would give me a copy of the testimony, I would 
put it in the record. 

Mr. Atzert. Without objection we will include it in the record as 
well as a letter from the American Bakers Association. 

(The statement and letter are as follows:) 


STATEMENT OF OTTo Haur, Max, N. Dak. 


Mr. Chairman and gentlemen of the committee, my name is Otto Hauf 
and I live at Max, N. Dak., in an area devoted to grain and stock farming. I am 
a farmer myself, farming a total of 1,040 acres. 

I was honored when asked to appear before this committee to outline a plan 
to deal with wheat. Last year I grew 6,000 bushels of wheat on my land. 

I have developed this plan over a number of years of talking with my friends 
and neighbors, who are also wheat farmers. Here is the way I did it. 

It started when I noticed that the system of wheat history staying with 
the land was not fair—especially to the farmer who had to rent his land. Often 
times, in order to get the land to rent, the renter would have to put most of 
the wheat acreage allotted to him on the rented acres to please the landlord. 
Then, after a few years, the landlord would rent the land to someone else, and 
the renter would lose his wheat allotment which stayed with the land and not 
with him. 

When I began thinking about this, I made up a file and I kept putting ideas 
in this file as I went along. At various times I would take these ideas and 
discuss them with my friends and neighbors and get their thinking on the 
problem. I found out you can learn a lot by asking questions. 

Thus, in presenting this plan to you today, I am presenting not only my own 
thinking, but that of many other farmers who earn their living from the soil. 
I am not sponsored here by any organization or group, except the farmers and 
townspeople in and around my hometown of Max, who raised the money to 
send me down here to appear before you. 

To begin with, my plan allows for two wheat prices for the two wheat 
markets which now exist. As I see it, these two markets are as follows: 

First, there is the domestic U.S. market for wheat. This market can absorb 
only so much wheat, but it can afford to pay a relatively high price for this 
grain. 

The second market is the world market or open cash market. Here, a great 
number of bushels can be absorbed, but the. price has to be lower than the U.S. 
domestic market. 

I expect that you gentlemen are aware of the feeling among many farmers, 
who think that we as a nation should not pile up great amounts of grain while 
there are hungry people in the world. Many farmers—and I might even say 
most farmers—think that the food they grow should be eaten by hungry people. 

Therefore, in the plan I am presenting to you today, I would divide up the 
grain grown between the domestic and foreign market in this way: 

I would allow part of the grain grown by every farmer to be supported at $3 
per bushel. Then, after a certain amount had been set aside by the farmer 
for emergencies, I: would allow him to sell all he wanted on the world market 
at whatever price he could get. 
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Now, let me explain this idea in detail so you may understand it more clearly. 

To begin with, I am using in my examples the 20-year national average wheat 
yield which is 20 bushels per acre. 

Here is the way we would work wheat price support using my plan and the 
20-bushel figure. The government would support wheat on the basis of. this 
formula—20 bushels times 30 percent of the farmer’s cultivated acres up to a 
total of 600 acres. 

For farmers who farm over 600 acres the acres over 600 would be taken care 
of under this formula: 20 bushels times 15 percent of the next 400 acres. This 
brings us up to 1,000 acres. 

If a farmer farms over 1,000 acres the support would be on this basis: 20 
bushels times 10 percent of all his additional acreage over 1,000. 

As you will see, it is very easy to adjust the number of supported bushels merely 
by changing the basic 20 bushels up or down according to need. Since I worked 
out this part of the plan, I have found that the domestic wheat consumption in 
this country is more like 15 bushels to the acre. In any case, it would be easy 
to adjust the amount of production per acre allowed. 

I will go over some sample size farms in a moment or two so you can see just 
how this plan would apply to farms of various sizes. 

So far I have talked only about land that the farmer owns—but what about 
rented land? Well, the application here is that you figure the supported bushels 
on the basis of the share of the crop you receive. Thus, if you rent on a 50-50 
basis, you would only count in one-half of the acreage with your own. The land- 
lord would be entitled to supports on his half of the acres according to the num- 
ber he owned, also. 

So much for a brief coverage of the number of supported bushels. Next, I 
want to cover the idea of the foreign market. 

A feature of this plan is that before you are allowed to sell any wheat on 
the world market, you must first have some bushels in the bin for insurance. 
That is, before you can sell any wheat on the world market you must have as 
much as your current year’s supported bushels in storage to be used in case of 
crop failure, etc. Thus, if your 1960 allotment were for 1,400 bushels you would 
have to have an extra 1,400 bushels in storage before you could sell any on the 
world market. The farmer himself would take care of supplying and paying 
for the storage. 

Under this plan there is no restriction on the number of acres of wheat a 
farmer can seed. If he wants to seed all his land to wheat he may do so. 
However, the number of bushels which are supported are limited, so each 
farmer will have to be his own judge of whether or not he can make money 
selling wheat at the world market price. 

If any farmer does not want to participate in the price-support program he is 
free to bypass it and sell all the wheat he can grow on the world market. 

Now, before I go into the step-by-step application of the plan I would like 
to give you my reasons why I think this plan is fair and equitable as far as the 
farmer is concerned : 

1. I believe that this plan will keep small farms intact, because it gives more 
support to the small farmer than to the large farmer. I believe that the small 
farmer is basic to the economy of this country. We do not want our production 
of food and fiber in the hands of a few large producers to do what they will. 

2. I believe this plan is simpler and that it eliminates the abuses of the 
present system. 

8. By having this two-price system, we will be able to sell our surplus wheat 
cheaper, especially to hungry people abroad who can use it. 

4. This plan would eliminate entirely the present system of wheat history 
staying with the land. The present system of wheat history creates many 
hardships and penalizes those who do not raise wheat. 

5. There would be no need to measure wheat acreages, since a farmer can 
seed all he wishes. I believe that if the world market gets too low, the farmer 
will voluntarily cut his wheat acreage. In other words, the number of acres 
will fluctuate somewhat in line with the price. 

6. By setting aside an equal amount of bushels to those under support, the 
farmer will be assured of an income for the next year. This will enable him to 
plan ahead in his buying, survive droughts, and thus bolster the economy of the 
small town. It is the best insurance a farmer can have. 

7.I believe this plan would increase the number of farms thus making for 
more employment for farm machinery manufacturers and others who supply the 
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farmer. Large farmers would be better off by reducing the size of their farm 
to smaller units and putting renters on them. 

8. Since the farmer would take care of all storage, the Government would save 
money. (The farmer would hold the supported grain from harvest to April 1 
at his expense.) The only time the Government would pay storage would be if 
it decides not to move the grain that is under price support to the market. 

9. The grain in storage by the farmer, which would in effect amount to at least 
another year’s national supply if not more, could be regarded as a good reserve 
to have in case of a national emergency. This reserve would cost the Government 
nothing. The people in my part of the country believe that these reserve supplies 
of food should be on the farm to be safe from contamination. My plan would 
accomplish this. 

10. I believe that my plan would create its own soil bank. This is so, because 
if a farmer had a 2 or 3 years’ supply of supported wheat on hand, and the world 
market price was low, he might just as well put some of his land into grass for 
awhile as to continue to raise wheat and pay the cost of planting and harvesting. 

Now I would like to give you some examples of how my plan would work.on 
various size farms: 

First example, a farmer who owns and operates 300 acres of cultivated land: 
He would get 30 percent of 300 acres or 90 acres and this 90 acres times 20 bushels 
would give him 1,800 bushels under support prices. He could however, raise as 
much wheat as he wanted if he figured he could make money on the world wheat 
market. However, before putting any wheat into the world market, he would 
first have to put into storage 1800 bushels of wheat to be used next year in case 
of drought or hail, etc. 

This would mean that if he raised 4,000 bushels of wheat he would be able to 
sell 1,800 to the Government, he would store 1,800 and sell the other 400 on the 
world market. 

Second example, a farmer who owns and operates 1,400 cultivated acres: He 
would get 30 percent of the first 600 acres or 180. Then he would get 15 percent 
of the next 400 acres or 60 acres. Finally, he would get 10 percent of the remain- 
ing 400 acres or 40 acres. This is a total of 280 acres times 20 bushels or 5,600 
bushels under support. If he raised 10,000 bushels he could get 5,600 under sup- 
ports, the remaining 4,400 bushels would have to be placed in storage as in- 
surance. He could sell nothing on the world market. 

Third example: An extremely large farmer owning and operating 3,000 acres 
would find that: 30 percent of 600 acres is 180; 15 percent of 400 acres is 60; 
10 percent of 2,000 acres is 200; or a total of 440 acres, times 20 bushels or 8,800 
bushels under supports. 

Now suppose he was to split this large farm in two and rent it to two renters 
on a 50-50 basis. He would in effect cut his acreage to 1,500 acres and it would 
figure out this way : 30 percent of 600 acres or 180; 15 percent of 400 acres or 60; 
10 percent of 500 acres or 50; or a total of 290 acres times 20 bushels or 5,800 
bushels under support and he would not need to farm himself. 

Fourth example: This farmer rents from three owners a total of 900 acres of 
crop land (300 from each). His share on a 50-50 basis would be 450 acres total. 
Of this 450 a total of 30 percent times 20 bushels or 2,700 bushels under supports 
for himself. The three landlords between them would get supports amounting to 
2,700 bushels. 

Fifth example: This farmer rents 600 acres of cropland from each of three 
owners, or a total of 1,800 acres. Each of the three owners would get 30 per- 
cent of 300 or 90 acres each, for a total of 270 acres times 20 bushels or 5,400 
bushels for the three owners. The farmer renting the farms would get: 30 
percent on 600 or 180; 15 percent on 300 or 45; or a total of 225 times 20 or 4,500 
bushels under supports. 

As a little background let me state that in 1958 the United States produced 
1% billion bushels of wheat and processed for food in the United States about 
one-half or 700 million bushels. 

This wheat was grown on about 53 million acres, so we actually consumed in 
this country about 15 bushels from every planted acre. Thus we might say that 
instead of using the 20-bushel figure times the number of acres allotted a more 
fair number might be 15 bushels. This could easily be adjusted by the Con- 
gress or the Secretary of Agriculture as the need for wheat grows in our growing 
country. 

Here is some more background on how I arrived at some of the figures I used. 
In North Dakota about 30 percent of all cropland acres were devoted to wheat. 
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That’s why I used 30 percent of the first 600 acres, and 15 percent of the next 
400 and 10 percent of those acres over 1,000. This plan will reduce the number 
of wheat acres somewhat in North Dakota. 

The other States would have to be figured out in the same way. First, get 
the number of acres seeded to wheat in any State, then what percent this is of 
the total cropland acres in that State. Then you use this as a basis for figuring 
your support bushels. 

States which are not now in the commercial wheatgrowing area would not, of 
course, qualify under the support plan. 

The $3 per bushel support price was arrived at in this way: because the farmer 
is required to hold as many bushels in storage as he has under supports, the real 
price would only be $1.50 for the first year. After that I think the $3 would be 
justified because the 100 percent of parity price is around $2.50 which would 
leave about 50 cents for storage, insurance and so forth on the extra years crop 
held in the farmer’s bin. This I believe is cheap insurance for the Govern- 
ment having a year’s supply of food available. 

The big difference between the present plan and the one I am advocating is 
this: 

The present plan provides for support prices on an unlimited number of 
bushels. You cannot know the number of bushels for next year because the yield 
per acre will vary greatly. Actually, the Government is committed under the 
present plan to support all of the wheat crop regardless of how large it is. 

My plan calls for supports on a limited number of bushels that can be de- 
termined ahead of time. The difference being that the money for supports goes 
more to the smaller farmer and less to the larger farmer. In this way it helps 
keep the small farmer on the land and thus helps support small towns, farm 
machinery’ dealers, wholesalers and manufacturers along with the rural and 
country church and school. 

This completes my presentation and I have been every honored at your kind 
attention. If you have any questions, I will try to answer them to the best of my 


ability. 


AMERICAN BAKERS ASSOCIATION, 
Washington, D.C., March 31, 1959. 
Hon. Cart ALBERT, 
Chairman, Wheat Subcommittee of the House Agriculature Committee, 
Washington, D.C. 

DeAaR CONGRESSMAN ALBERT: During the current hearings before your sub- 
committee on the legislative proposals to cure our Nation’s serious wheat sur- 
plus problem, several bills were considered which embody in one form or another 
the concept of a two-price plan for wheat. Under the various proposals wheat 
which would be sold domestically for food purposes would receive a specified 
relatively high level of price support, whereas wheat to be used for feed or 
export would receive either no support or be supported at a substantially lower 
level than wheat for food use. The American Bakers Association wishes to 
record its opposition to these so-called two-price plans for wheat. We oppose 
these plans because they would impose, in effect, a processing tax on bread 
which consumers would have to pay for the direct benefit of wheatgrowers. 

The mechanics involved in the proposed legislation would make available to 
wheatgrowers so-called stabilization certificates. Millers would be required 
to purchase these certificates for all wheat which they milled. It is obvious that 
the cost of the certificates to the millers will be passed on to the baker who 
buys flour from the mill, and as such, it becomes an item of cost to the baker. 
Thus, we have, in effect, a special tax levied on bread for the specific benefit 
of wheatgrowers. As in the case of all such taxes, the baker will be faced with 
the choice of absorbing it or passing it on to the ultimate consumer. 

The profit margins of the baking industry have been historically low, averag- 
ing in the range of 2 to 5 percent on sales. The baker’s profit on bread is 
usually less than one-half cent per pound. Since the proponents of the two- 
price plan readily concede that the additional cost will be the equivalent of 
three-quarters of a cent on a pound of bread, simple arithmetic leads to the 
eonclusion that a further three-quarters of a cent per pound cost factor will 
result in deficit operations for most bakers, unless the price of the product is 
raised commensurately. Since the smallest unit of our currency is a cent, that 
would be the minimum increase in selling price which a baker could make. 
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When there is added to that increase the additional commission of driver- 
salesmen and markup at the store level, it is hard to see how the consumer will 
have less than a 2-cent per pound increase for the bread she buys in the store 
under such a program. 

Because of this obviously bad feature of the two-price wheat plan, which im- 
poses a processing tax on consumers of bakery products for the benefit of a par- 
ticular group of citizens, and because we recognize the adverse effect which such 
an increase in the price of our product will have on total overall consumption, 
we must strenuously object to such a program as the solution for our wheat eur- 
plus. We believe this plan would actually reduce total consumption of bakery 
products, resulting in less wheat for food use, even though wheatgrowers might 
be financially better off. A processing tax on bread might bring financial gain to 
some wheatgrowers, but it will just as certainly visit hardship on consumers 
without reducing the wheat surplus. 

We are not unaware of the serious difficulties confronting the Congress, and 
your subcommittee particularly, in their efforts to find a way of reducing our 
burdensome and costly wheat surplus, but we fear that results of this proposal 
will be more damaging than any good which might flow from it. As a program 
for reducing our wheat surplus, the plan would be self-defeating. Therefore, we 
hope that your subcommittee will consider these valid objections to the two-price 
plan for wheat and reject it. 

We also urge that in the development of a program, distinctions be made as 
between the soft and hard wheats. Dssentially, our wheat surplus is in the hard 
wheat varieties. Such Red and White wheats, on the other hand, are periodically 
on the verge of short supply with a ready market usually available for the entire 
annual production. 

In the baking industry Soft wheat, both Red and White, are used principally in 
the production of biscuits and crackers, cakes and pastries. The major source of 
such wheats are the relatively small type farms east of the Mississippi River. 
The capacity of these major supply areas to furnish our industry with wheat for 
these products should not be impaired, if adequate supplies are to be available 
for the baking industry. 

As has been pointed out to your subcommittee by a spokesman for the National 
Soft Wheat Millers Association, the carryover of Soft Red wheat for the year 
1958-59 will be about 1 month’s average use. This unquestionably is as small a 
carryover as should be permitted under any program which the Congress may 
develop. 

In presenting these views, we appreciate the magnitude of the task before your 
subcommittee and the full Agriculture Committee. We sincerely hope that a 
way will be found to control this growing wheat surplus. We are convinced, 
however, that for the reasons stated, adoption of a two-price plan will compound 
existing difficulties, not diminish them. Therefore, it should be rejected. 


Sincerely, 
JosePH M. Creep, Counsel. 


Mr. Atpert. We stand adjourned until April 9 at 10 o’clock. 

(The following letter from the Michigan State Millers Association 
has been received by the subcommittee and is inserted, without objec- 
tion, in the record :) 

Owosso, MIcH. 

Hon. Wint SMITH, 
House Office Building, 
Washington, D.C. 


Deak Sir: We sincerely regret that we were just recently informed of the 
fact that your wheat subcommittee had conducted hearings concerning a pro- 
posal by USDA to eliminate the present exemption from marketing quotas of 
farms with allotments of 15 acres or less. We understand that these hearings 
have been closed, but we know that you and your committee are interested 
in receiving all additional information pertinent to this proposal. 

The Michigan State Millers Association, established in 1864, represents 98 
percent of the active flour mills in this State, both large and small. Our 
members have close contacts with wheat producers and wheat-marketing agen- 
cies in this area and we believe we are qualified to comment on the wheat 
situation in this State. 
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To facilitate making this statement as brief as possible we would like to refer 
you to the statement presented to your committee on March 20 by Mr. James 
BE. Skidmore of the National Soft Wheat Millers’ Association. We subscribe 
wholeheartedly to Mr. Skidmore’s statement and urge your committee to study 
it seriously. As Mr. Skidmore points out there is no basic surplus of soft 
wheat and any attempt to curtail production on small farms would cause serious 
hardship to the producers, processors, bakers, and consumers who depend upon 
soft wheat flour for so many products. It should specifically be noted that 
only 6.1 percent of the entire soft wheat crop grown east of the Rocky Mountains 
was placed under the price-support program during the 1957 cropyear and only 
8.1 percent of the unusually large harvest of 1958. Certainly these figures 
graphically illustrate the fact that normal commercial channels easily absorb 
practically all of the soft wheat production. 

In Michigan the situation is even more acute. According to USDA figures 
69.4 percent of the 1957 Michigan wheat crop was produced on farms with 
allotments of 15 acres or less. Obviously, elimination of the 15-acre exemption 
would cause an extremely severe shortage of wheat in Michigan. According to 
USDA’s latest variety survey, 82 percent of Michigan wheat acreage is planted 
to soft white wheat varieties, which makes Michigan (and New York) unique 
in the entire area east of the Rocky Mountains. The White wheat produced 
in these two States is not to be confused with the White wheats produced in the 
Pacific Northwest region which includes many hard White and club varieties. 
The soft White wheats produced in Michigan and New York are particularly 
suited for certain types of commercial and home-baked products. It is eco- 
nomically impossible to substitute wheats from other areas for processing by 
Michigan flour mills; therefore a shortage of Michigan White wheat would 
virtually force the flour mills in this State to close down, resulting in a further 
increase in the already burdensome unemployed labor forces in this State. 

In addition, you should certainly give serious consideration to the effect on 
the small farmer in Michigan. He is very dependent on wheat for his rotation 
program and for a cash crop. Further reduction in this wheat acreage will 
of a certainty cause undue hardship. 

We are certainly aware of the necessity of a more workable overall wheat 
program, but we can see no logic or commonsense in a proposal to penalize pro- 
ducers, processors, and consumers in the soft wheat area of no real surplus 
just because the present program has permitted building a large surplus in the 
hard wheat areas. 

Respectfully submitted. 

MICHIGAN STATE MILLERS ASSOCIATION, 
C. D. McKENzIE, Jr., President, Michigan. 


(Whereupon, at 11:45 a.m., the subcommittee adjourned, to recon- 
vene at 10 a. m., Thursday, April 9, 1959.) 
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WEDNESDAY, MARCH 18, 1959 


Houser or RepresENTATIVES, 
Commopity SuBCOMMITTEE ON WHEAT 
oF THE CoMMITTEE ON AGRICULTURE, 
Washington, D.C. 

The subcommittee met, pursuant to notice at 2:30 p. m., in room 
1310, New House Office Building, Hon. Paul C. Jones presidin : 

Present: Representatives Jones, Cooley, Breeding, Short, Smith, 
Anderson, and Burdick. 

Also present: John Heimburger, counsel; and Hyde Murray, as- 
sistant clerk. 

Mr. Jones (presiding). The committee will come to order. We 
had to obtain special permission for this committee to sit during 
the general debate on the bill now up for consideration in the House. 

While we are not trying to rush anyone, I hope that all of the wit- 
nesses will try to make their statements as concise as possible, and you 
will have permission to file any written statements for the record 
which will be available to other members of the committee. 

I do know that some members of the subcommittee will not be here 
today due to their interest in the bill on the floor. I do not mean by 
that that the rest of us do not have an interest in that bill. But we 
have called this meeting for the convenience of some of the out-of- 
town witnesses and we always try to accommodate them. Unfortun- 
ately, the chairman of the subcommittee, Mr. Albert, cannot be here, 
but he has asked me to preside in his absence. 

The first witness that we will hear today will be Hon. LeRoy An- 
derson, Representative in Congress from Montana; and, while Con- 
gressman Anderson is not a member of our committee, he is most in- 
terested in our problems and we are always happy to have his advice. 

Congressman Anderson, we will be happy to hear from you. 


STATEMENT OF HON. LEROY ANDERSON, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF MONTANA 


Mr. Anperson. Thank you, Mr. Chairman, I appreciate the 
courtesy of the Con men for arranging this special hearing for 
the Durum wheat bill. I asked that we expedite action on the Durum 
bill, because, as you are well aware, we are approaching the spring 
season. Unless we get action very shortly, it will be too late to ac- 
complish anything this year. I am, therefore, deeply grateful to the 
chairman, Mr. Jones, for calling this meeting and presiding over it 
this afternoon. 


*See “Wheat Price Support and Marketing Quotas,” hearing of 
Mar. 23, 1959, on p. 257. 
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At this point, I would like you to know that the entire Montana 
congressional delegation, Senator James E. Murray, Senator Mike 
Mansfield, and Congressman Lee Metcalf, supports my views on this 
legislation. They individually wish to be associated with my state- 
ment before you today. 

Mr. Jones. I want to call attention to the fact the chairman of the 
full committee is also interested in your problems. We are very 
happy to have Chairman Cooley here. 

Mr. Anperson. I will speak briefly on H.R. 3436. That is the bill 
which I introduced. H.R. 5448, Mr. Jones, is the bill that was intro- 
duced by our colleague from North Dakota, Mr. Short. There is 
nothing mutually contradictory between these two bills. In fact, I 
would say that the two bills are supplementary. I will only point 
out the interconnection between the two bills, devoting most of m 
brief presentation to H.R. 3436, the Durum incentive bill, which 1s 
patterned after the bills which this committee led to a successful con- 
clusion in 1956 and in 1957. 

May I qualify myself, first, Mr. Chairman? I ama farmer. I am 
a Durum grower. I do have some Durum in my granary at home 
right now. In 1957, the Congressman from North Dakota was the 
coauthor of the bill which the Agriculture Committee in 1957 passed 
and which is the model on which the proposed legislation is based. 

As I indicated, the two bills are mutually self-supporting. 

The intention of both bills—mine and that of Mr. Short—is for an 
incentive for the amount of Durum we need for the Durum and maca- 
roni industry in this country. So, with a single reservation, I sup- 
port both bills at this time. Since, perhaps, this is the only time I 
will be before the committee, and since there is one very slightly sour 
sy let me get that out of the way before proceeding further with my 

ill. 

H.R. 5443, which could not become operative in time to affect this 
growing year, but which provides for incentives starting in 1960, 
there is a section which provides that those incentives shall only be 
made available to people who plant all of their wheat allotment to 
Durum wheat. With that provision of this bill, I will take violent 
eet as would everyone in my part of the country I am confi- 

ent. 

It seems to me there is no more point in restricting the action of the 
Durum-incentive bill to those who are willing to plant all of their 
acreage to Durum than there would be to restrict it to baldheaded 
men or whiteheaded men, or redheaded men, or what would perhaps 
suit us better in Montana and North Dakota, to restrict it to just 
Norwegians, 

It seems to me if we are to have an incentive bill, it should apply, as 
have all previous Durum bills, to all counties that have the requisite 
history of Durum production. Of course, my bill or anyone else’s 
bill that has been proposed, applies except in those counties that have 
a history of Durum production. 

With that very slight exception—and that is only one sentence— 
I would hope that, if the committee sees fit to pass both bills as I 
would hope they would, that they would correct what I regard as 
this single fault in the other bill, the bill for 1960. 

There is one other point in that bill. It provides for an advisory 
committee, and I do not consider that to be an essential part of that 
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bill. In my opinion, the important part of the bill which Mr. Short 
has introduced is a provision that authorizes the Department to in- 
crease the incentives for growing Durum without further legislative 
action. 

As the chairman will remember, this is the third time that we have 
been up here with the Durum incentive bill. It means that Members 
of Congress must, every year, decide whether or not they want a 
Durum incentive bill. Mr. Short’s bill has the advantage that, after 
this year, if we pass his bill, it would then authorize the Department 
of Agriculture to go ahead and make these corrections which the Con- 
gress has seen fit to make in 1956 and 1957 and I hope, under the bill 
which I propose, in the current year. 

Mr. Cootey. May I interrupt you? Could you consolidate these 
two bills? 

Mr. Anverson. They might very easily be consolidated. Mine ap- 
plies very specifically to the 1959 crop. The second section put on 
at the end of my bill could contain all of those parts of Mr. Short’s 
bill which the committee felt were appropriate, and then we would 
have the quick, one-shot action, which is the only way we can get 
action quickly enough to help in the current dire situation of the 
Durum growers. The other part would then take over. 

Mr. Cootny. Your criticism of Mr. Short’s bill was with reference 
to the provisions beginning on line 12, page 2, isn’t it? [Reading:] 

No increase shall be made under this subsection in the wheat acreage allot- 
ment of any farm for any year if any wheat other than Durum wheat is planted on 
such farm for such year. 

Mr. Anprerson. Yes, sir; that is the section to which I would take 
violent exception. 

Mr. Cootry. Then the other one is on page 3, line 10. 

Mr. Anverson. I take no exception to that, sir. I do not support it, 
but I would not deliberately oppose it, although I understand that 
the Department of Agriculture may oppose the setting up of an ad- 
visory board. 

Mr. Cooter. If Mr. Short would agree to eliminate the objection- 
able features you have mentioned, then the other provisions for the 
two bills could be worked out so that the committee could report one 
bill rather than report the two. 

Mr. Anperson. It would. Then this matter we would hope would 
be finally settled and we would not have to be coming back every 
year for new legislation. 

Mr. Cootry. All right. 

Mr. Anverson. The provisions of my bill are to prevent a nominal 
shortage and carryover supplies of Durum, and a coming dire short- 
age in the supplies of Durum wheat. My bill provides that for each 
acre of wheat allotment that is planted to Durum, that grower shall 
be entitled to plant an additional one-half acre outside of his allot- 
ment with a limitation upon this outside of the allotment incentive 
of 60 acres to a grower. is is comparable with the bills which we 
passed in 1956 and in 1957. In 1956 you will remember that we had 
a bill which provided that for each acre within his allotment, he 
should get 3 acres of incentive. 

In 1957 the bill provided that for each acre within his allotment 
that he planted to Durum wheat, he should have one acre additional. 
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In the current proposal, we are reducing the incentive to one-half 
incentive that was offered in the previous bill. 

Mr. Cooter. May I ask one other question ? 

Mr. Anpverson. Yes, indeed. 

Mr. Cooter. Taking into consideration the need for Durum wheat, 
will the one-half acre be inducement enough to bring about the 
needed production in Durum wheat ? 

Mr. Anverson. That would be a matter of judgment. I will very 
shortly present to you the acreage and the production figures for the 
past few years and, on the basis of those figures, I think the commit- 
tee will, perhaps, feel that this is close to the figure that we want. 

Mr. Cootry. Let me ask you one other question, Mr. Anderson. 

Have you ascertained the views of the Department with reference 
to this proposal ? 

Mr. Anpverson. Well, sir, the day we proposed the bill, we re- 
quested your committee to ask for a report from the Department of 
Agriculture. I have called up periodically to find out whether or 
not they have submitted such a report and, as of last night, when I 
last talked to your secretary, they still had not submitted the report. 

It is my understanding that hearings in the Senate will be held 
tomorrow and that the Department has finally promised that by 
tomorrow they will have a report on the identical bill which is over 
in the Senate. 

Unfortunately, that means in our discussion today we will not have 
the benefit of their views and we are able to only bie our presenta- 
tion on what their position has been on previous bills. 

Mr. Cootey. What has it been on previous bills? There are so many 
bills here it is difficult for me to keep up with all of the reports. 

Mr. Anverson. The Department has opposed them. I was not here, 
sir, in 1956, but the Department opposed vigorously the bill in 1957. 

Mr. Cooter. Was that because of the fact that the bill would result 
in an increased production of wheat, generally ¢ 

Mr. Anverson. No, sir. It was their maintenance that we did not 
need it in order to produce a requisite amount of Durum. If we might 
not pursue that line of questioning for just a moment, I think it will 
be quite clear as I go into the acreage and the production figures that 
would include the years about which we are talking. 

Mr. Cooter. All right, sir. 

Mr. Anperson. Well, I believe every witness to be heard today, 
whether for my bill or for Mr. Short’s bill, will support me in the next 
statement that [am goingtomake. I think it isthe most single impor- 
tant fact to be brought to the attention of this committee. This state- 
ment is that there will be a shortage of Durum this year unless acreage 
this year is substantially comet 

There is not going to be enough Durum to run our Durum industry, 
our macaroni and semolina industry. 

Now, representatives of the macaroni and Durum and semolina 
industry are present and will develop further this particular situation. 
I wish only to refresh your minds on the history of what has gone 
forward in the Durum industry, because it is the basis on which we are 
asking your action today. 

I wonder if it is possible for you to at least see the general form of 
the map we have here? There are a number—as you will notice, I took 
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last year’s telephone directory—and put my figures on this side. The 


first figures indicates the acreage that was planted each year. It is 
listed in millions of acres. It runs from 1 million to 2% million, 

In 1954, the first year on this chart, we had 1%» millions of acres 
of Durum. Again in 1955 we had 1%» million of acres. Then in 1955 
they passed the incentive bill for the 1956 crop, which resulted imme- 
diately in an increase in acreage to 24% million acres, an increase of 
something like a million acres, which indicates that this type of incen- 
tive really provides an incentive. 

7 Cooter. Then you had 4 acres as an inducement, or 3, did you 
not 

Mr. Anperson. There were 3 acres as an inducement that year. 

In the following year, 1957 was the first year in which I introduced 
a Durum bill; and in that year we had a single acre for each acre 
of the wheat alotment. We cut the incentive by a third to a third. 
A single acre for each acre of wheat allotment planted to Durum. 

In that year, additionally, there is another factor which accounts 
for the fact that we only lost 100,000 acres, although we cut the incen- 
tive by a third. At that time the rust-resistant varieties of Durum 
were ming generally available in North Dakota, with the result 
that the planting in 1957 reflects both the incentive bill of that year 
and the fact that there was then more rust-resistant wheat available 
in the State of North Dakota, which is, of course, responsible for most 
of the Durum production in the United States. 

Now, before we go further on the acreage—or perhaps we might 
as well finish the history to date. Last year we introduced no bill 
because we had a very substantial carryover of Durum wheat. So, 
last year, with no incentive, the planting, in spite of the rust-resistant 
wheat, in spite of all the propaganda—that is a poor word—but in 
spite of all the efforts made to get Durum growers to w more 
Durum, the planting dropped from 2%» million acres with an incen- 
tive of 1 for 1, to onl  eht-tenths of a million acres; 800,000 acres. 

Mr. Cooter. Eight hundred thousand ? 

Mr. Anverson. Yes; 800,000 acres. It dropped to about a third of 
its ioeetep ae we tone off the SRORREARDS ’ ; y 
Now, the production figures are shown in a single type of gra 
down below, in millions of bushels again. The red graph you = 
here indicates the production figures. Starting with 8 million, 
which is only a very small part of that required by the Durum indus- 
try, at the end of 1953, it dropped off to only 5 million bushels in 
1954, which is the year that North Dakota was so badly hit by rust and 

which resulted in the Durum bill of 1955. 

The Durum production then in 1956 went up to 38.8 million bushels. 
You can see what a tremendous growth was made under the impact 
of the incentive bill for Durum in that year. That, of course, was 
substantially more than the trade was able to absorb. So the Depart- 
ment that year held that we did not need any further incentive bill. 

Nevertheless, this committee, and the House and the Senate finally 
concurred in by the President, decided that there should be a Durum 
incentive bill and, accordingly, the production in 1957 held at about 
the same figure, 39.9 million acres—bushels—just under 40 million 
bushels poouneiee of Durum wheat. 
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Now, last year, then, there was dropping acreage when we had no 
incentive, so you can see what happened to our production. It dropped 
down to about 22 million bushels, substantially below the consumption 
requirements of the industry. We are only able to keep our operation 
of macaroni and Durum mills operating because of the fact that we 
had a substantial carryover during the times that we were producing 
under the incentive bill. 

I would like next to point out to you the black line here, because 
that is the most important single line on this graph. The black line 
indicates the grain, the domestic brand of Durum in millions of bushels 
of Durum. This is the Durum that is converted into semolina or 
macaroni products. 

Now, you will note that from a total of 12 million in 1954, at the 
time that rust reduced the domestic consumption, this grain drop 
down to about 5 million bushels. That is all the Durum that was being 
ground back in 1954, because there was not any more. There was not 
ee ye Durum to be ground. 

ou will see that immediately the Durum production went up, 
the Durum production being the red line, that the Durum grind also 
started to increase. Now, there was some disappointment that this 
black line did not rise more rapidly. As soon as Durum was made 
available, it was not immediately consumed, but I am sure the pro- 
ducers will explain to you in more detail that they cannot immediately 
convert for either using substitutes as they had been for many years, to 
the full use of Durum. So, the important fact to note is that with this 
backlog of Durum available, this black line of Durum grain increased 
steadily, and at the rate of approximately 5 million or 6 million bushels 
some years, and 7 million bushels some years, more Durum ground 
than was ground the previous year, for two reasons: One, because 
they were producing a better product, using the Durum, and the other 
the millers were reassured because we had a backlog indicated by 
this yellow line, surplus stock, an assurance that they would be able 
to continue to produce the high-quality Durum product, semolina 
roduct that only Durum will produce. And so the line of grain 
increases to where it is presently anticipated this year they will grind 
around 26 or 27 million bushels of Durum, which is a good 5 million 
bushels more than was produced this year, in spite of the fact that this 
year the Durum yields were bumper yields, where ordinarily they have 
14, 15, or 16 bushels back over the years, this year the average taken 
throughout the area is 23 bushels. More than 50 percent more than 
a normal yield, and still the production this year is about 6 million 
bushels less than the demand. 

Mr. Jones. Six million bushels? 

Mr. Cootry. Six million bushels? 

Mr. Anprrson. Yes; 6 million bushels less than the actual grind 
will be this year. 

It is not quite so clear, but there is an additional lighter black line 
above this grind line. I made that one heavy because it indicates the 
acceptance by the millers and by the public of Durum as the best and 
the major material for making macaroni products. 

This lighter black line indicates the actual disappearance of Durum 
from our stocks, the stocks being the yellow line. 
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Now, this disappearance you will see goes about—we have about 
5 or 6 million foie of Durum disappear, in addition to that which 
is actually ground, because of use for seed, because of exports, because 
of use for feed, because some of it may be downgraded on account of 
failing to meet the requirements of the millers, and so when we are 
talking about the requirements of the grinders we must, every year, 
add 5 or 6 or 7 additional million bushels to meet the total require- 
ments. We must produce 5, 6, or 7 million bushels more than the 
grinders’ requirements if we are going to meet the continuing needs 
of the domestic industry. 
There is only one hump in this cmnpeonnnes line, and you will 
note that in 1957 it goes up very sharply—about 10 million bushels. 
That is the only year in which there has been any export for Durum. 
Now, the ones who cried so loudly in the hearing we had on the 1957 
bill, that it was costing them so much money to get rid of this surplus 
of Durum by exporting it, could not make that complaint any more. 
Because they did not dispose of any unusual amount of Durum after 
the 1957 year. Nor would they be required to under our program. 
Now, this brings us down, then, to the point of what we are going to 
do currently. Now, our proposal is that we are going to provide an 
incentive in the current year. If we do not, we are not going to have 
enough to maintain the grind. It will mean that this figure which 
indicates the amount of Durum going into macaroni projects this 
year is not going to be able to continue the projected upward demand 
which all of the gentlemen to follow me will bear out, as the certain 
future of Durum products is going to drop off very sharply because 
there simply will not be any Durum to carry over for the grinders to 


nd. 

e The resent figures are that we will only be able to carry over some- 
where between 6 and 10 million bushels of Durum. And our short- 
age, if we carry through and assume we have the same acreage as we 
had this year, an average yield, we would produce only about 22 
million bushels of Durum. Even if we could put every pound of our 
surplus, every bushel that we are hoping to produce, it still will not 
meet our needs for next year. 

That being the case, I have projected this onto 1961, assuming that 
Mr. Short’s bill would also carry forward and that we would be able 
to continue projection through 1961. 

Now, may I make one other reference to the chart, itself, that 
since, perhaps this is the only opportunity that proponents of the bill 
will have to speak to the committee, to rebut in advance what we 
anticipate may be the objection of the Department of ee 
who, in 1957, said that we should not have an incentive bill because 
we did not need one in 1957. 

Let me point out to this committee what had happened. This com- 
mittee in the Congress accepted that shortsighted view of the Depart- 
ment of Agriculture in 1957. We may assume that our acreage that 
year would have dropped at least as far as it dropped last year— 
probably further—because our growers were not as well developed. 
Our acreage might well have dropped to this figure of 800,000 bushels 
of production, instead of being at 39.9 million bushels, would have been 
down around 14 million bankai: We would not have produced had we 
taken the Department of Agriculture’s recommendation in 1957. The 
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difference between these two figures is 25 million bushels of Durum. 
Now, everyone of those 25 million bushels of Durum that was pro- 
duced because this committee saw fit to override the Department of 
Agriculture, either has been consumed or is presently in a very minimal 
stock and is just being used in meeting the requirements of the industry. 

Now, I would say that the same thing is going to be true at this 
time. Unless the committee carries through and passes my bill, we 
are going to have the same sort of a condition at the start as would 
have prevailed had the committee permitted the legislation to die in 
1957. 

So, may I reemphasize just this one point, gentlemen, in summary, 
First, of course, I am perfectly willing to have Congressman Short’s 
bill incorporated with mine except for the one provision which limits 
it to Norwegians or whatever it is. 

Secondly, that I want to point out that unless we take some action 
to bolster our production and bring it up on this red line of our goals 
for this year, that we hope will be attained through the action of my 
bill, we are going to ruin the capability of the Durum industry to 
continue to produce and to build the housewife demand for these, which 
are the finest products available. 

Now, Mr. Chairman, may I ask at the conclusion of my testimony 
a letter be included from Mr. Green, the secretary of the National 
Macaroni Manufacturers Association, dated January 29, and which 
has appended as an appendix, which I would also ask be included, the 
Department of Agriculture tables and figures upon which this and any 
other conclusions with respect to the history and programs of Durum 
may be drawn. 

Additionally, that I may be permitted to include the statement of 
Mr. Green, the secretary of the National Macaroni Manufacturers 
Association, at the North Dakota Durum Show at Langdon, N. Dak., 
February 11, 1959. 

Finally, in restating the presentation : 

1. It is imperative that we provide an incentive to growers so that 
the domestic Durum industry may continue to expand—diverting 
acres from production of surplus wheat to production of Durum 
wheat, which will all be consumed. 

2. Failure to act now may well have catastrophic results to the in- 
ae based on Durum wheat, and destroy the market which has been 

ult up. 

3. May I emphasize this, gentlemen, as the result of the action of 
this great subcommittee in approving the Durum Acts of 1956 and 
1957, we have developed a marvelous Durum semolina and maca- 
roni industry. We must support this industry now. 

Mr. Jones. Without objection, those letters will be incorporated 
in the record. 

(The letter, statement, and statistical tables referred to are as 
follows :) 
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STATISTICAL, TABLES 


J. Macaroni consumption: Domestic production, exports, imports, and per 
capita consumption. 
II. Durum supply (from USDA esemiannual Duram wheat reports): Stocks, 
production, imports, total supply. 
III. Durum wheat distribution: Mill grind, feed and other uses, seed, exports, 
. total disappearance. 
IV. Durum wheat acreage and production: Seeded acreage, seeded but not 
harvested, yields, production. 
V. Prices, Minneapolis market: Cash closing prices for Dark Northern Spring 
and Durum wheat, monthly average, daily range, support prices. 


TasLe I.—-Macaroni consumption 


{In thousands of pounds] 





| 
Year Macaroni | Macaroni Macaroni American 


Per 

produced | exported imported | consumption | capita 

—_—____ -__—_—_—- a 08 Se | aS, SS —_————_——_- |—___ 
ovens Percent 

ST Sos ac aan aeecaees fen 658, 283 | 3, 048 | 1, 696 656, 931 5.1 
1088... .. cicedan sat 677,614 3, 130 1, 164 | 675, 648 5.2 
Gr aieacos cece ade302 = 684, 390 | 4, 423 | 1,077 | 681, (044 5.2 
a ae a — aia 623, 405 | 3, 590 | 875 620, 690 4.7 
aie oh Re 725,047 | 3, 710 | 602 | 721, 939 5.4 
I a da 860, 570 | 2, 626 | 33 | 857, 977 6.4 
es — 982, 540 | 3, 296 156 979, 400 7.2 
~“-_.. 819, 913 | 11, 119 | 185 | 808, 979 5.9 
1045... 1, 069, 275 12, 556 | 285 | 1, 057, 004 7.5 
ib oles widen 1, 107, 221 72, 108 497 | 1, 035, 616 7.3 
1947..... ~ : 931, 710 74, 634 | 793 | 857, 869 6.0 
ee) ee ee ; 1, 139, 747 | 223, 732 | 717 | 916, 732 6.2 
1949_. 955, 436 23, 200 | 689 | 932, 925 6.3 
1950... 957, 469 8, 826 | 862 | 949, 505 6.3 
1951 1, 046, 236 4,750 981 | 1, 042, 467 6.8 
1952 1, 067, 242 6, 150 2, 749 | 1, 063, 841 | 6.8 
1953 1, 027, 941 6, 512 | 2, 343 1, 023, 772 | 6.4 
1954... 1, 040, 815 5, 589 4, 640 1, 039, 866 | 6.4 
1955. 1, 042, 170 5, 281 | 5, 250 1, 042, 139 6.3 
1956. 1, 079, 939 5, 506 5, 500 | » 079, 341 6.4 
1957 1, 137, 714 8, 888 5, 568 , 134, 304 6.6 
1958...... 1, 273, 914 | 7,475 | 1 5, 234 | 27 1, 674 7.3 





ET 
i ae 


1 For 10 months only. 


Source: Glenn G. Hoskins Co. production index and U.S. Department of Commerce figures. 


TABLE II.—Durum wheat supply 


{In thousands of bushels] 








j TT ; 

Year | July 1 | Produc-|Imports| Total || Year July i Produc- | Imports | Total 

| stocks | tion | supply | stocks | tion | supply 
—— - } - | —_— | = — -|| TT ca Sr gies hs em 2 Oy . 
1936-36... _- | 5,050 | 24,641 | 3,810 | 33, 510 || 1947-48_____- | 8,907 | 44,912 0 | - 53,819 
1936-37......| 6,769 | 8,871 | 9,203] 24,933 | 1948-49... 10,299 | 45, 829 0| 56,128 
1937-38... __ | 3,433 | 28,688 50 | 32,171 || 1049-50._.___| 18,036 | 39, 503 | 0| 57,539 
1938-39__.... | 65,217 | 41,201 0 46, 7 | 1950-51. ....- | 24, 958 | 37, 948 214 63, 120 
193%-40.-----| 18,002 | 33, 044 | 0 | 51,046 |] 1951-52__--—- | 23,624} 35,475 | 398 | 59, 497 
1940-41-...--| 19,216 | 32, 942 | 0| 52,158 | 1952-53... .- | 15,014 | 23,056} 158] 38,228 
1941-42......| 24,940 | 41,403 | 0 | 66,343 || 1953-54......| 6,842 13, 820 36 20, 698 
1942-43...__| 34,256 | 41,836 469 | 76,561 || 1954-55... | 4,852 | 4,988 | 12 9, 852 
1943-44___.__| 26, 931 34,265 | 2,867 64, 063 1955-56 1... 1, 500 19, 591 | 0 21, 091 
1944-45_. .| 14, 291 30, 328 | 4, 350 48, 969 1956-57 tee--| 7,000 38, 798 | 0 45, 798 
1945-46__.....| 8,136] 33,281 1, 537 42, 954 1957-58 !_._.. 14, 000 39, 942 | 0 53, 942 
1946-47 ____. Ps 4, 923 36, 308 350 41, 581 1958-59 1... 27, 000 22, 375 0 49, 375 

Nc, th) Shah SARE Bsc cc El ie saa 


1 Estimated. 
Source: USDA semiannual Durum wheat reports. 
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TasLe III.—Durum wheat distribution 











[In thousands of bushels] 
Feed Total Feed Total 
Year Mill and Seed | Ex- | disap- Year Mill and Seed | Ex- | disap- 
grind | other ports | pear- grind | other ports | pear- 
use ance use ance 
ce peietelsahll aicencenegapeataasilaamsandl oaascseiihae hardieednctannatiall inionemagansiniissitimeahiieligh ahd ai aneebiidl tk lihscsctitienslie 
1935-36_...| 15, 723 5,816 | 5, 202 0 | 26,741 1947-48__..| 28,179 2,319 | 4,581 | 8,441 | 43, 520 
1936-37....| 12,052 | 4,761 | 4, 687 0 | 21, 500 || 1948-49_.__| 21, 684 8, 606 | 5,265 | 2,537 | 38, 
1937-38_...| 13,630 | 7,786 | 5, 538 0 | 26,954 || 1949-50_.._| 21,630 | 5,741 | 4,085 | 1,125 | 32, 581 
1938-39_...] 14, 821 7,222 | 4,608 | 1,765 | 28,416 || 1950-51....| 23,337 | 2,929 | 3,610 | 9,620 | 39, 496 
1939-40___.} 15,423 | 10,946 | 4,951 510 | 31,830 || 1951-52._._| 25, 533 2,023 | 3,249 |/13,678 | 44, 483 
1940-41__..| 16, 499 6,805 | 3,614 300 | 27,218 |} 1952-53._..| 23, 668 1,703 | 2,940 | 3,075 | 31, 386 
1941-42. ___| 18, 961 9,079 | 2,998 | 1,049 | 32,087 || 1953-54.._.| 11,915 1, 603 | 2, 287 41 | 15,846 
1942-43. _..| 23,880 | 22,774 | 2,976 0 | 49,630 || 1954-55....| 5,862 687 | 1,803 0] 8,352 
1943-44____| 20,409 | 26,432 | 2,931 0 | 49,772 || 1955-56....| 8, 500 2,285 | 3,067 239 | 14,001 
1944-45____| 26,031 | 11,976 | 2,826 0 | 40,833 1956-57_...| 14, 98 3,212 | 3,022 |10, 580 | 31, 798 
1945-46_.__| 22,242 | 12,307 | 3,482 0 | 38, 031 1957-58....| 21, 463 3, 566 | 1,620 293 | 26, 942 
1946-47. ...| 21, 365 6, 226 | 4, 162 921 | 32,674 
TaBLE IV.—Durum wheat acreage and production 
[Units in thousands] 
Seeded | Seeded Yield Produc- Seeded | Seeded Yield Produc- 
Year acreage | but not | bushels tion in Year acreage | but not | bushels | tion in 
harvested| per acre | bushels harvested| per acre | bushels 
1935..... 2, 428 200 9.6 23, 426 ||} 1947..... 2, 975 27 14.9 328 
1936_.... 3, 555 2, 012 2.3 8, 113 1948._..- 3, 278 58 13.8 45, 142 
a 3, 214 429 8.7 27, 957 1949__..- 3, 767 197 10.4 39, 072 
1938_.... 3, 793 309 10.5 39, 715 1950_.... 2, 918 89 12.8 37, 212 
1939_.... 3, 128 163 10.4 32, 486 |} 1951_.... 2, 586 68 13.4 34, 762 
Wee... 3, 371 342 9.6 32, 294 1982...... 2, 328 154 9.7 22, 493 
Bess 2, 598 7 15.6 40,658 || 1953_...- 2, 103 238 6.2 12, 967 
i asnsaus 2, 155 46 19.1 41, 236 |} 1954_.... 1, 637 328 3.0 4, 982 
1943_.... 2, 136 58 15.7 33, 505 1955_.... 1, 385 37 14.1 19, 580 
1944____. 2, 099 42 14.1 29, 666 1956. ...- 2, 481 171 15.5 38, 503 
1945_._- 2, 026 2 16.2| 32,840 || 1957..--- 2) 365 84 16.8 | 39, 680 
1946_.... 2, 493 40 14.4 35, 836 || 1958_...- | 947 18 23.3 22, 077 








Source: USDA “wheat situation.” 


TABLE V.—Cash closing prices 


Monthly average 








January | October | Novem- | Decem- | January 





| 1958 1958 ber 1958 | ber 1958 1959 
Minneapolis: 
No. 1 Dark Northern Spring, ordinary protein__- 2. 30 2.98 2.07 2.07 2. 06 
No. 1 Dark Northern Spring, 13 percent protein_- 2. 33 2.17 2. 16 2.14 2.12 
No. 1 Dark Northern Spring, 15 percent protein_- 2. 36 2. 26 2. 26 2.24 2. 22 
No. 2 Hard Amber Durum_--.-.--..........-..- 2. 39 2. 32 2. 36 2. 39 2. 38 
| | 
Daily range 1958 crop support 
prices 


Feb. 19, | Feb. 12, | Feb. 19, | Feb. 19, | Terminal 








1958 1959 1959 1959 
Minneapolis: _ : , 

No. 1 Dark Northern Spring, ordinary protein... oo \ 2.07 2.08 2.18 220 
No. 1 Dark Northern Spring, 13 percent protein_- 2. 37 2.12 2.13 \ 2.21 2.23 

2. 38 2.13 2.14 | - . 
No. 1 Dark Northern Spring, 15 percent protein__- 2. 39 2.21 2. 22 } 2.24 2. 26 

2.40 2. 22 2. 23 . : 
ee; a eee RON BD ic ccecccsscsavicsunn 2. 37 2. 38 2. 38 7 

2. 40 | 2.40 2. 40 } 2. 27 2. 29 
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NATIONAL MACARONI MANUFACTURERS ASSOCIATION, 
Palatine, Ill., January 29, 1959. 
Congressman LERoy ANDERSON, 
House of Representatives Office Building, 
Washington, D.C. 


DEAR CONGRESSMAN ANDERSON : We were pleased to hear from your office that 
you have prepared legislation for a Durum-incentive program. 

There will be a shortage of Durum this year unless acreage is substantially 
increased. 

The year 1958 was a big year for macaroni production and sales. It is esti- 
mated that 1,266 million pounds were produced—up 11 percent from 1957 and 
an amount equal to the previous record of 1948, when the industry was work- 
ing around the clock on export business. 

Per capita consumption rose from 6.6 pounds in 1957 to 7.8 pounds in 1958. 
The macaroni industry expects a per capita consymption of at least 8 pounds 
by 1970, which would call for an output of 1,500 million pounds providing the 
industry’s product promotional program continues to have effective results and 
there is enough Durum. 

The 1958 Durum crop of 22 million bushels is just about 5 million short of 
being enough to take care of the estimated mill grind and the quantity needed 
for seed, cereal, and other uses. Fortunately an estimated 6 million to 10 mil- 
lion bushels are available in Government storage to make up this deficit. Seri- 
ous shortage this crop year has been averted only by the high yields experienced 
in the Durum area. 

Growers were concerned a while back that the macaroni industry did not swing 
more sharply from the use of blends to Durum. The industry was naturally 
reluctant to change too quickly until it could be assured that an adequate con- 
tinuing supply of Durum would be available. The industry’s concern for the 
supply of Durum was borne out by the fact that last year the acreage planted 
to Durum was reduced sharply from the previous year. 

Durum supply and distribution figures from the Department of Agriculture’s 
semiannual Durum reports are tabulated and attached. Statistics are given 
for acreage, production, and yields, with a breakdown by States for the last 
3 years. 

Macaroni production and consumption for the past 22 years is also tabu- 
lated. 

The figures speak for themselves: macaroni consumption is on an upward 
trend; Durum production is on a downward trend. 

The macaroni industry and the Durum mills are continuing their coopera- 
tion with the Extension Service, the Northwest Crop Improvement Association, 
and the Rust Prevention Association in improving varieties and developing the 
best strains possible. They are also engaged in an educational campaign to 
convince the grower that it is to his best interest to increase acreage to meet 
the minimum industry need of at least 1,500,000 acres with a production of 
30 million to 35 million bushels. 

Any assistance you can give the cause will be greatly appreciated. 

Sincerely yours, 
Rosert M. GREEN. 


STATEMENT OF Ropert M. GrReEN, Executive Secretary, NATIONAL MACARONI 
MANUFACTURERS ASSOCIATION, AT THE NorRTH Dakota State DuruM SHow, 
LANGDON, N. DAK., Fesruary 11, 1959 


THE MACARONI INDUSTRY NEEDS MORE DURUM WHEAT 


The year 1958 was a big year for macaroni sales and Durum consumption: 
1,266 million pounds of macaroni were produced, 11 percent more than in 1957 
and 11 percent more than the previous record high year of 1948, when the in- 
dustry was working around the clock on export business. 

Per capita consumption of macaroni products rose from 6.6 pounds in 1957 
to 7.3 pounds in 1958. While there were many factors that accounted for 
this increase, the industry believes the two primary ones to be successful 
industry commodity promotion coupled with individual brand promotion and 


because there was enough Durum available for the production of quality 
products. 
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Historically, macaroni consumption has gone up when Durum was in plentiful 
supply; gone down when it was in short supply. From the postwar low of 
6 pounds per person in 1947, macaroni sales rose to 6.8 pounds per person in 
1951. This was largely attributed to the product promotion work of the newly 
established National Macaroni Institute. 

It was in 1950 that the dreaded rust 15-B first appeared. It struck again in 
1951 and with a third consecutive appearance in 1952, Durum production was 
cut from some 40 million bushels to just over 23 million bushels. 

Acreage was cut below the 2 million mark for the first time in many, many 
years in 1953 and, because of the shortage of supply, the macaroni industry 
was forced to go off the Durum standard and work with a blend of 50 percent 
Durum and 50 percent Hard wheat. Consumption fell immediately from the 
6.8 pounds of 1952 to 6.4 pounds. It dipped to 6.3 pounds following the crop 
eatastrophe of 1954. 

The real comeback, made possible by the new rust-resistant varieties, came 
in 1956. One hundred percent Durum semolina was available again for the first 
time in several years in 1957 and consumption rose to 6.6 pounds. In 1958 it 
had the sharp increase to 7.3 pounds. 

Now, there are problems connected with every single step along the way 
of getting Durum from the field to the table, and we might do well to take a 
brief look at some of them. 

The consumer is the starting point, for she calls the tune for the success or 
failure of any food product. She is primarily interested in providing her family 
with good nutritious food that they like and will want again. 

Macaroni has an advantage in that it combines readily with other foods 
and can be served in dishes from soup to desserts. It can capitalize on the cur- 
rent trend toward convenience and glamorous foreign dishes for gourmet tastes 
and entertaining. It can be served simply as a budget stretcher. 

Macaroni has the same sales obstacle as other cereal foods—people think it’s 
fattening. We are attempting to overcome this problem by advertising the 
nutritive values of macaroni and noodles to doctors in the Journal of the Ameri- 
can Medical Association, to teachers and home economists in their publica- 
tions, to the general public in every medium. By pointing out the protein con- 
tent and vitamin and mineral enrichment we have a good story to tell. A 
complete dinner menu of spaghetti with rich beef and tomato sauce, a tossed 
green salad, half a cling peach for dessert with black coffee, has only 550 cal- 
ories—great for any diet. 

Two out of three macaroni sales in the grocery store according to research 
are made on impulse. Therefore the package and the product must be at- 
tractive to make that on-the-spot sale. Repeat business is dependent upon 
satisfaction in cooking and eating. Here is where Durum is so important: it 
has more cooking tolerance and less tendency for starch to slough off in the 
cooking water. Connoisseurs say Durum tastes better, but even a blend prop- 
erly cooked can be mighty good eating. 

The important thing is that the consumer wants uniform results; she wants 
the same product in the same package time after time. She is not so much 
concerned with whether it’s 100, 75, or 50 percent one ingredient or another but 
whether or not it gives her satisfactory results. 

The grocer from whom the consumer buys the macaroni is interested pri- 
marily in having a product for which there is demand and moves quickly off 
his shelves at the best possible return. It is up to the macaroni manufacturer 
to create consumer demand through advertising and promotion to move the 
product for the grocer. On special occasions he can get the grocer to cooperate 
in putting up special displays on related item promotions, but this takes some 
doing when macaroni contributes only a small portion of store sales and is 
one of some 5,000 items carried in supermarket stock. 

In order to create consumer demand, the macaroni manufacturer must have 
a product over which he can be enthusiastic, attractively packaged, and sold 
in competition not only with every other brand of macaroni products but in 
competition with every other kind of food seeking a place on the American 
dinner table. Somehow he has to convince Mr. Grocer that his product is the 
line to carry instead of that of a competitor, for unless he is on the grocery 
shelf Mrs. Consumer will never buy his package. 

The most eloquent testimony that this is truly a competitive business is the 
fact that the U.S. census of manufacturers in 1939 counted 356 units making 
macaroni. In 1954 they counted 226. Our records indicate that there are 


less than 175 of any consequence. 
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The macaroni manufacturer buys his raw materials from the miller, There 
are seven mills equipped to handle Durum, centered chiefly in the Minneapolis 
area. They must compete against one another for macaroni manufacturer’s 
patronage in offering uniform products of best quality. If they fail, or if 
they do not have sufficient Durum to work with, they lose business to mills 
competing with them for other types of flour trade in every State in the Union. 

The millers, just like any other businessmen, have to buy the best material 
possible at the best price they can in order to satisfy their trade and make 
enough return to stay in business. By the same token, we are aware that 
we are competing for acreage on your farms against Hard wheat, barley 
and flax, and you will raise the products that you think will bring you the 
greatest dollar return. 

Nobody is in business for fun. We all expect to make a profit. We have to, 
to keep our heads above water. Durum has always commanded a premium over 
Hard wheat. Hard wheat is in surplus supply. Durum is in short supply. 

You can make more money if you keep the macaroni industry on the Durum 
standard. You can lose this market if there is a short crop, and it will be 
hard to get back. This year, 1959, we will have to have 1,500,000 acres seeded 
to Durum producing an average of 20 bushels to the acre. 

Next year with 4 million more mouths to feed and another three-quarters of 
a pound gain in per capita consumption, we will need an addition 300,000 acres 
planted to Durum. 

This is our sales forecast. We hope you agree and act accordingly. 

Thank you very much. 

Mr. Jones. During the time that you had the shortage of Durum 
wheat, what was the substitute that was used ? 

Mr. Anperson. In general, various forms of hard wheats, of ordi- 
nary hard wheat. I would hope that you would ask the representa- 
tive of the milling industry. 

Mr. Jones. I will ask him that. 

Mr. Anperson. They are called the farina wheat. In many cases 
it is the same wheat they would be raising if they were not raising 
Durum. But it produces a much lower quality of macaroni. 

Mr. Jones. Any other questions ¢ 

Mr. Breeprne. I would like to ask you a few questions. Why do 
you need incentive to grow Durum wheat? Don’t you have plenty of 
acreage otherwise to grow Durum wheat on ? 

Mr. Anperson. Durum wheat is a special crop. It is a very diffi- 
cult crop to grow. It requires a lot of additional attention. If I may, 
Mr. Chairman, take note of the fact that my district I think is per- 
haps the only one in the country that can compete with Mr. Breeding’s 
and the amount of wheat we grow. I recognize that the questions 
Mr. Breeding asks are very pertinent. This is an important question. 

It is a difficult crop to grow. An admixture of Durum will down- 
grade your original wheat. Your wheat, itself, if any of it is per- 
mitted to get into your Durum mixtures, will downgrade the Durum. 
So that a great deal of care must be exercised. In addition, in my 
State at least, and I would presume the same is true elsewhere, the 
crop shatters very easily; it is extremely susceptible to damage by 
wind or hail. The yield, in a good year, will approximate that of 
other crops. But, in order to get growers to produce it, we must pro- 
vide this incentive because, without it, they will make more money 
growing other wheats. 

Mr. Breepina. The Durum actually yields less bushels per acre than 
others ? 

Mr. Anperson, This depends on the year. I am sure you might say 
1 year is an oat and the other is a barley year. But the yield is broadly 
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comparative with that of other wheats. But, if you have bad luck, 
the yield will go way down. 

Mr. Breepine. Do you have any figures of how many million acres 
production you are asking for, Mr. Anderson ? 

Mr. Anperson. Well, we would like very much to see—and I am 
using the figures now of the National Macaroni Association—we would 
like to see at least a million and a half acres planted next year, as 
against only 800,000 planted last year. We would like to see the acre- 
age at least doubled next year. 

Mr. Breepinc. They plant this Durum wheat on their allotted 
acreage presently ? 

Mr. Anverson. Last year it was planted on allotted acreage. 

Mr. Breeprne. In this bill you are asking for an increase of acres 
as an incentive to grow more Durum wheat. 

Mr. Anperson. If we got that, and we actually received the mil- 
lion and a half acres that we wanted planted—and we would like to 
see more—but we hope that this would provide at least that much 
of an incentive. Then a million acres of that would be planted— 
this is rounding out a few little things, in the case of an individual 
farmer there may be a slight variation. But, taking a look at the 
broad picture, in general, a million acres will be planted and taken 
out of the allotment of the general wheat allotment; and the other 
half a million will be planted under this incentive bill. 

Mr. Breeptnc. Outside of your present wheat allotment you are 
asking for an additional half million wheat acres? 

Mr. A™~person. For all of the States. This includes Minnesota, 
South Dakota, Montana, to go around the periphery. Then the bulk 
of it and all the others together in the State of North Dakota. 

Mr. Breeptne. Do you think we could use this hard wheat for a 
substitute for the Durum ? 

Mr. Anperson. Well, it is used as a substitute. But, once again, 
I would defer to the milling and the macaroni industry. But this 
upward climb of milling and the similar upward trend in the con- 
sumption by the housewife, from the time that we started Durum 
production, indicates that the additional production, the additional 
consumption in this country will only come if we actually use the 
Durum, which I am sure any wheatgrower knows used to be called 
macaroni wheat. It used to be the only wheat that was ever used. 

Mr. Cootry. You could substitute alfalfa for tobacco, but you 
would not then have cigarettes, would you? 

Mr. Anperson. Anything else is of an inferior quality. Anything 
else is a substitute. Anything else will cut the overall consumption 
in America of macaroni and, by using Durum, that is steadily being 
built up with benefit to other wheat growers, because this is diverted 
from competition with those other wheats. 

Mr. Breepinc. The point I was trying to raise: Why can they 
not raise this million and a half acres of Durum on the wheat acres 
they already have allotted to them? 

Mr. Anperson. They will not do it. They can raise other wheat 
and make more money. You see what happened when we asked them 
to do it. I am sure Mr. Green and the others wrote letters with tears 
in their eyes imploring them last year to plant more. 

Mr. Coorry. Does Senator Milton Young agree with you about 
this problem ? 
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Mr. Anperson. I have not talked with him about my bill and the 
incentive for this year. They have their hearing tomorrow. 

Mr. Cooter. You know of his interest in Durum wheat, do you not? 

Mr. Anverson. Senator Young and I closely cosponsored the bill 
in 1957 on which this one is patterned. Senator Young and I agreed 
last year to go along with the Department for 1 year without in- 
centive and we see what happened without the incentive. 

Mr. Cootzry. Thank you. 

Mr. Jones. Any more questions? 

Mr. Suort. Just a point in that connection. I think I should 
mention if you do not realize it, Milt Young this year introduced a 
bill identical to the one I have introduced on this side, in the general 
interest of doing just exactly what Mr. Anderson is suggesting here. 

Mr. Coo.ey. The reason I mentioned that—I know Senator Young 
has been interested in the Durum wheat all through the years. I have 
not discussed either of these bills with him, but I assume he agrees 

with the objective that you have in mind. 

Mr. Suorr. Yes. 

Mr. Anperson. Thank you, Mr. Chairman. 

Mr. Jones. Thank you. 

Mr. Anverson. Thank you for your courtesy. I must apologize 
to the other witnesses for taking longer than I should have in this 
discussion, to the committee, too, sir. 

Mr. Jones. Mr. Short, do you wish to introduce these other gen- 
tlemen ? 

Mr. Snort. If you please, and, before Mr. Anderson leaves, I want 
to thank him. 

Mr. Anperson. I am going tostay and listen. 

Mr. Suort. I want to thank you for being so gracious as to allow 
us to incorporate in these hearings today a hearing of my bill which 
represents the thinking which is, frankly, different although the 
ultimate objective is the same as Mr. Anderson’s. I appreciate that 
very much. 

This was done rather hurriedly, because the Senate was holding 
hearings. These people came down here and we thought we could 
save them a trip by holding hearings on this side at the same time. 

Mr. Chairman, I want to also thank the committee for permitting 
this special hearing on my bill this afternoon. In regard to this sub- 
ject of Durum, I would like to point out, No. 1, it is not a surplus prob- 
lem so far as this class of wheat is concerned. 

No. 2 Durum is a high quality product that commands a premium 
sent but it is hazardous to grow. That is a point that has been 

rought out already. 

Ina few minutes I will introduce witnesses from North Dakota, Wis- 
consin, New York, and Illinois. They have made a special effort to 
get here and be with us to give us the benefit of their expert opinions 
on the growing, processing, and manufacturing of Durum. 

I just want to make the point again that Durum is not in surplus 
and, because of the specialized use to which it is put, deserves con- 
sideration separate from other classes of wheat. H.R. 5443 provides 
for an advisory commission to be appointed to study the Durum sup- 
ply situation. The commission, if it felt there was not sufficient 

Durum wheat in the offing to meet the demand from millers, would 
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report this fact to the Secretary of Agriculture. The Secretary of 
Agriculture would then be empowered to allocate additional acres 
for Durum production in North Dakota, Minnesota, South Dakota, 
Montana, and a small area of California. 

IT might add, my people will not make an issue of this. They felt 
that there was a need for some advisory capacity. However, perhaps 
the bill implies that it would be too much authority vested in the Ad- 
visory committee. Inasmuch as the Secretary of Agriculture w ould 
undoubtedly call in people to advise with him, they “made provisions 
but they will not make an issue of it. 

My State of North Dakota is, by far, the largest producer of Durum 
and nearly all Durum in the United States is produced in the five 
States I have just mentioned. 

It is not my purpose to go into detail in this brief statement on the 
sroposed legislation. I would like to emphasize, Mr. Chairman, that 
TL 5443 is in no sense special interest legislation. Frankly, if all 
controls were removed permanently from Durum production, I do 
not feel that this premium product would ever get into the category 
of serious surplus. 

That has been pointed out very factually by Mr. Anderson. 

If passed, this legislation would not go into effect until 1960. 

To illustrate, let us look at last year ’s production figures : 1958 
Durum production amounted to 22,077,000 bushels. FE stimated usage 
of 1958 peocneeee was 30 million tical That made a deficit for 
that 1 year of 7,923,000 bushels—nearly 8 million. 

We are close to the point where there will be no CCC stocks of 
Durum wheat. This bill would provide that there would never be 
any excessive supply. I believe it could provide the means of Durum 
growers getting to where they would need no price supports for their 
commodity, which I believe we all agree is a desirable objective. 

Possibly we should incorporate Mr. Anderson’s bill into this one, 
Mr. Anderson is greatly concerned, as he and I both are, with the 
immediate situation. 

Mr. Chairman, you will hear from the following witnesses. I would 
suggest that the witnesses, inthe light of the limited time that we 
have, that they perhaps take another look at their prepared statements. 

I would suggest that some of you make a very brief comment on your 
statement, and submit the prepared statement for the record. 

Mr. Chairman, I will first introduce for the growers, Mr. R. C. 
Crockett, Langdon, N. Dak., president of Durum Growers Associa- 
tion; Mr. R. C. Saunders, Doyon, N. Dak., secretary of the Durum 
Growers Association; Mr. Al Keating, Fargo, N. Dak., director of 
commodities and research, North Dakota Farm Bureau. 

For the processors, Mr. Ray R. Wentzel, vice president and general 
manager, Doughboy Industries, Inc., New Richmond, Wis. 

For the manufacturers, Horace P. Gioia, Rochester, N.Y., president, 
National Macaroni Manufacturers Association. 

And Mr. Robert M. Green, whom Mr. Anderson has already men- 
tioned, Palatine, Ill., secretary, National Macaroni Manufacturers 
Association. 

I will now introduce Mr. R. C. Crockett, of Langdon, N. Dak. Will 
you come up and sit down at the witness table? 

Thank you, Mr. Chairman. 
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Mr. Jones. Mr. Crockett, we will be happy to hear from you at this 
time. 


STATEMENT OF RICHARD CROCKETT, PRESIDENT OF THE DURUM 
GROWERS ASSOCIATION, LANGDON, N. DAK. 


Mr. Crocxetrr. Mr. Chairman, members of the House Committee on 
Agriculture, my name is R, C. Crockett, and I do not think perhaps 
my forefathers from Tennessee, who fought the bear up the tree, had 
any more trepidations than I have now. But I am a North Dakota 
Durum farmer. We feel fortunate today to be able to bring you testi- 
mony in behalf of House Resolution 5443 concerning Durum wheat 
from all of the segments of the Durum industry. When I say all of 
the segments, I refer to the grower, the processor, the man who turns 
the raw Amber Durum into semolina flour, and the macaroni manufac- 
turer, the man who buys the flour and turns it is into macaroni and 
spaghetti products. 

Though classed as wheat, Durum is a specialty crop milled almost 
in entirety into semolina flour and used in the manufacture of macaroni 
and spaghetti products. 

Mr. Smiru. I wish somebody would tell me what semolina flour is. 

Mr. Crocxetr. Thank you, sir. 

Semolina is the term for the grind that is produced from grinding 
Amber Durum. 

Farina is the product that is produced when you grind Hard wheat 
into flour. 

Semolina is the Italian term for flour ground from Amber Durum. 
Am I correct ? 

Mr. Wenvzet. I will correct you on one thing. It is the name of a 
granular product that is similar to sugar. About that same consist- 
ency ; same granulation. 

Mr. Crockett. It comes from Durum wheat, though. 

Mr. Wentzev. Yes; it has to be made from 100 percent Durum 
wheat. 

Mr. Crockett. By reason of climatic and soil conditions, the pro- 
duction of this crop has been traditionally limited to the upper Mid- 
western States of North Dakota, South Dakota, Minnesota, and Mon- 
tana, and certain areas of California. 

From a production standpoint, Durum is more expensive to grow 
than other wheats and much more subject to losses from natural pro- 
duction hazards. As a specialty crop grown to meet a discriminat- 
ing market, quality is of paramount importance. Market premiums 
and discounts are wide in range on Amber Durum and reflect this 
need for quality production. 

When viewed in the overall wheat picture, Durum enjoys a unique 
position. In contrast with other classes of wheat where per capita 
consumption is declining, the per capita consumption of macaroni 
products is expanding rapidly. 

This fact, coupled with our rapidly growing population foretells 
a bright future for the commodity. 

At the present time, annual needs for Durum wheat by the industry 
approximate 30 million bushels as you heard Congressman Ander- 
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son say. The breakdown runs something like that. We need in the 
neighborhood of 24 million bushels for grind into semolina flour. 

he puffers require 1 million bushels. To elaborate on that, most 
of the puffed wheats are made from a variety of Durum wheat. 

No. 3, seed and feed requirements total 4 to 5 million bushels. 

These are minimum figures and make no allowance for any carry- 
over to insure against losses from natural hazards. 

Now, as Congressman Short has said, our production in 1958 was 
only slightly over 22 million bushels, indicating an underproduction 
of nearly 8 million bushels, or approximately 30 percent of what pro- 
duction should have been. 

This picture is in sharp contrast with the general wheat situation, 
yet this specialized crop with its rapidly expanding usage is being 
subjected to the same acreage restrictions and production controls 
that cover other wheat classes. 

I give you one example. There has always existed in the Durum 
business, the production business, a traditional margin between the 
price of Hard wheat and Durum. That traditional margin is main- 
tained today in approximately the same dollar-and-cents difference. 

But Hard wheat today, because of the fact that it is m oversurplus, 
is in a depressed price position, and our Durum wheat, even though 
in short supply, is also in a depressed price condition, because of the 
relation in which it is being held with Hard wheat. 

Mr. Jones. Without objection your statement may be inserted in 
the record at this point: 


STATEMENT OF RICHARD CROCKETT, PRESIDENT OF THE DURUM GROWERS ASSOCIA- 
TION, LANGDON, N. Dak. 


Mr. Chairman, members of the House Committee on Agriculture, the witnesses 
now appearing before your committee wish to present testimony in support of 
H.R. 5443, concerning Durum wheat. 

Though classed as wheat, Durum is a speciality crop milled almost in entirety 
into semolina flour and used in the manufacture of macaroni and spaghetti 
products. By reason of climatic and soil conditions, the production of this crop 
has been traditionally limited to the upper Midwestern States of North Dakota, 
South Dakota, Minnesota, and Montana, and certain areas of California. 

From the production standpoint, Durum is more expensive to grow than other 
wheats and much more subject to losses from natural production hazards. As 
a specialty crop grown to meet a discriminating market, quality is of paramount 
importance. Market premiums and discounts are wide in range on Amber Durum 
and reflect this need for quality production. 

When viewed in the overall wheat picture, Durum enjoys a unique position: 
In contrast with other classes of wheat where per capita consumption is declin- 
ing, the per capita consumption of macaroni products is expanding rapidly. This 
fact, coupled with our rapidly growing population foretells a bright future for 
the commodity. 

At the present time, annual needs for Durum wheat by the industry approxi- 
mate 30 million bushels: 

1. Millers grind 24 million bushels into semolina flour. 

2. Puffers require 1 million bushels. 

3. Seed and feed requirements total 4 to 5 million bushels. 

These are minimum figures and make no allowance for any carryover to insure 
against losses from natural hazards. 

In 1958, total U.S. production of Durum wheat totaled only slightly over 22 
million bushels, indicating an underproduction of nearly 8 million bushels, or 
approximately 30 percent of what production should have been. 

This picture is in sharp contrast with the general wheat situation, yet this 
specialized crop with its rapidly expanding usage is being subjected to the same 
acreage restrictions and production controls that cover other wheat classes. 
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Mr. Keating, who will discuss production figures. 

Mr. Green, who present per capita consumption data. 

Mr. Wentzel, who has a Durum miller’s report to submit to the committee. 
Mr. Saunders, who will give you the problem as viewed by the farmer. 

To summarize, the foregoing testimony represents the best information that 
could be gathered by all segments of the Durum industry : The farmer, the miller, 
and the macaroni manufacturer. 

We have shown that Durum wheat is a commodity with a rapidly expanding 
usage and one which has never developed bothersome surpluses. We have 
further attempted to show that under present conditions it is virtually impossible 
for the producer to meet the demands of the industry. 

H.R. 5443 is a grassroots, constructive approach to the problem. It provides 
other than temporary correction to a problem that has required special legisla- 
tion on three prior occasions. 

The program it suggests is not mandatory, a measure of control over production 
is provided and its enactment would both stabilize production and improve 

uality. : 
. Paeriiends of the bill also encourage production in the traditional areas suited 
to the crop. 

I thank the committee. 

Mr. Crockett. Now, we are going to hurry along here, and I would 
like to introduce a young man who is a commodities and research di- 
rector for North Dakota Farm Bureau and he will give you some pro- 


duction figures for the last couple of years. Al Keating. 


STATEMENT OF AL KEATING, DIRECTOR OF COMMODITIES AND 
RESEARCH, NORTH DAKOTA FARM BUREAU, FARGO, N. DAK. 


Mr. Keatrne. Mr. Chairman, members of the committee, my name 
is Al Keating, director of commodities and research for the North 
Dakota Farm Bureau, Fargo, N. Dak. 

The North Dakota Farm Bureau has long supported the needs of 
Durum growers in North Dakota, a State which traditionally has pro- 
duced 80 to 90 percent of the production of Amber Durum for manu- 
facturing purposes in the United States. Of the traditional Durum 
States, the State is a natural home for Amber Durum wheat produc- 
tion due to climatic conditions favorable to the production of this 
crop. 

Concerning the proposed Durum bill, we would like to state that a 
survey was conducted through county farm bureaus in North Dakota 
recently, which indicated that the type of incentive program proposed 
in House Resolution 5443 is desirable and needed to maintain an ade- 
quate supply of Amber Durum in 1960 to meet an ever-increasing per 
capita and total demand for Durum products. However—and we 
will be frank—two counties reporting believed that price differentials 
should serve as an incentive to produce what the market demands. 
Most Durum growers, however, feel that the price differential, between 
Amber Durum and Hard Red Spring wheat has not and will not be 
enough to overcome the 30-percent estimated greater risk in growing 
Durum over Hard Red Spring wheat. 

Forty percent of the North Dakota farmers’ income comes from 
producing wheat—primarily, Hard Red Spring and Durum—and 
as the present Government farm program operates, North Dakota 
continues and continues to lose wheat acreage to other nontraditional 
areas. North Dakota growers, as you know, have lost 1 million wheat 
allotment acres since 1939 and over 3 million since 1932. North Da- 
kota producers are gradually realizing what has been happening to 
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them under the present program. Should it become necessary for 

roducers to reduce wheat allotments still more, and we certainly 
eaae this does not become necessary, then Durum offers these tradi- 
tional growers one alternative crop which they can grow profitably 
under the prevailing climatic conditions of the Durum triangle in 
North Dakota. 

Mr. Suort. Mr. Keating, would you explain just briefly why that 
takes place?’ Why Durum is produced in that small area that you 
speak of? 

Mr. Keatrne. I would be glad to attempt to explain that. The 
climatic conditions are such in the Durum triangle in North Dakota 
that they are very suitable to the production of Durum wheat, and 
no matter what type incentive program we have, Durum wheat over 
the years has consistently come back to the Durum triangle where 
its natural home has been. So it is the climatic conditions, the way 
it fits into the production aspects in this partcular area. 

I don’t know if I have brought out your point there or not. 

Mr. Suorr. Would you explain your map just a little bit further? 

Mr. Jones. What is the red and orange and blue? What does 
that indicate ? 

Mr. Keatine. The blue area indicates the counties which produced 
over 1.5 million bushels of wheat in 1957; of Durum wheat, that is, 

The red counties are counties which produced from 1 to 15 
million bushels of wheat in 1957. 

The orange counties from 0.5 to 1 million bushels during the 1957 
period. Any others grew less than a half-million bushels of Durum 
wheat in 1957. 

Mr. Smirn. There is more Durum produced in the orange counties 
than in the four blue counties ? 

Mr. Kratine. The orange counties here produce from a half a mil- 
lion to 1 million, you see, per county. That is a half a million to 1 
million per county. Whereas, these blue counties produced from 1.5 
million or better. 

Consequently, this has been the major concentration of Durum pro- 
duction in these blue counties. 

Does that cover that sufficiently ? 

I will not dwell on this map except to say this brings out the North 
Dakota situation in the Durum picture. Two 10-year averages, 1946 
to 1955, shows that over these 10 years we planted an average of 22 
million acres; a yield of 11.6 bushels. Over those 10 years we had a 
production in North Dakota of some 25.8 million bushels. 

From 1948 to 1957, a similar record of production, and I will not 
go into that. One bad year—and there were several in the rust 
epidemic, in 1954 we had the B-5115 rust epidemic. Planted acres 
fell off badly, almost in half. Yield per acre dropped completely 
down to 3.5 bushels per acre. Production, of course, dropped practi- 
cally tonothing. This is the situation which threw the Durum indus- 
try into quite a turmoil. 

One of the largest Durum production years on record, 1928, when 
75 million bushels were produced in North Dakota. So, recent years, 
in 1957 on, the incentive program permitted us to produce about 
1.5 million acres of wheat, a yield of 18 bushels, production of 26.6. 
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But in 1958 with no incentive—as Congressman Anderson has 
brought out—production dropped to half, but the increased yield 
brought us through and provided almost an adequate supply. 

This is the last map which I will show you. It shows the percentage 
of the U.S. Durum production by States. Traditionally this map 
shows that North Dakota has raised 80 to 90 percent of the Durum 
crop. Then in 1956, or 1954, Montana became very prominent in 
Durum production; under the incentive program of 1956 they pushed 
up to 40 percent of total production with the 2-for-1 provision. When 
we had the 1-for-1 they dropped down to 22 percent. 

With no program, North Dakota again has taken on 86 percent of 
the total Durum production in the United States. 

Mr. Coorry. In 1958? 

Mr. Kerarine. Yes, sir; in 1958. We produced 86 percent of the 
total Durum production. 

If there are no questions, I will 

Mr. Coo.ry. I would like to ask one: Do you represent the Farm 
Bureau ¢ 

Mr. Keatine. Yes, sir. 

Mr. Cooter. Do you have any idea how the American Farm Bureau 
Federation feels about this legislation ? 

Mr. Keating. On the Durum bill, sir? 

Mr. Coorry. Yes. 

Mr. Keatine. The American Farm Bureau—— 

Mr. Cooter. I just want to know. 

Mr. Keatinc. They are not taking a stand on it. 

Mr. Cootry. Can you get them to take a stand for it or against it? 

Mr. Keartrne. I could explain this. This Durum situation came 
up rather rapidly. Our policies in the Farm Bureau are developed 
from the county to the State to the National level, and, therefore, 
this program came up, as I said, rapidly. We did not have our sup- 

port on this thing in time to get it into the national, we did not have 
it in time to get it before the National Field Corps Advisory Commit- 
tee. 

Mr. Cootry. They had a meeting last week in Chicago. It would 
not have made a bit of difference if you had gone out there, would it? 

Mr. Kratine. No; it would not, sir. 

Mr. Cootry. It does not make a bit of difference here. 

Mr. Smirn. They might consider it a macaroni tax. 

Mr. Keatina. I just wanted to elaborate that our basis for testi- 
mony today from the Farm Bureau standpoint is based on our survey 
as coming from North Dakota. 

Mr. Cootry. And coming from the State farm bureau ? 

Mr. Keatina. Yes. 

Mr. Cootxy. I am sure you have a great deal more influence here 
representing your State organization than you would the national 
organization. We believe in going tothe grassroots. 

Mr. Jongs. Are there any other questions? 

I notice Congressman Burdick from North Dakota is here. Will 
you not come up and join us, please ? 

Mr. Breeptne. I should like to ask you one question. You made a 
statement that since 1939 to date you have lost 1 million acres of wheat 
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production in the State of North Dakota. You also made the state- 
ment that you lost 3 million acres from 1932 up until the present time. 

Mr. Keatrne. I would like to explain that statement. 

Mr. Breeprne. I would like to have you do so. 

Mr. Keatine. When the panera went into effect in 1932 or 1933, the 
AAA program, North Dakota 
wheat production State, right across the board. But when allotments 
were put in our cut in North Dakota amounted to about 3 million acres, 
We now grow less than 7 million acres of wheat. To begin with, we 
were cut down to around 7 million acres of wheat production in North 
Dakota. 

That is the ground that I made that statement on. 

Mr. Jones. Are there any other questions? 

Thank you, Mr. Keating, very much. 

Mr. Crockett. Thank you very much. Now, I would like to intro- 
duce Mr. Robert Green. He is secretary of the National Macaroni 
Manufacturers Association. 

We are now going to start from the manufacturers’ end and come 
from there on down. I think Bob would like to talk to you about 
some consumption figures for Durum. 


STATEMENT OF ROBERT M. GREEN, PALATINE, ILL, SECRETARY, 
NATIONAL MACARONI MANUFACTURERS ASSOCIATION 


Mr. Green. We appreciate you are very busy. I have these mimeo- 
graphed pages. I will not read them but you can refer to them, if 
you wish. 

Last year was the biggest year for macaroni sales and Durum con- 
sumption. We had 1,266 million pounds of macaroni produced—11 
pera more than in 1957 and 11 percent more than the previous 
nigh year of 1948 when the industry was working around the clock 
on export business. 

Per capita consumption of macaroni products rose from 6.6 pounds 
in 1957 to 7.3 pounds in 1958. While there are many factors that 
accounted for this increase, the industry believes the two primary ones 
to be successful industry commodity promotion coupled with indi- 
vidual brand promotion, and because there was enough Durum avail- 
able for the production of quality products. 

It is a historical fact established by the statistics, whch go back 
20 years, that have been presented to you here, that when Durum was 
in plentiful supply macaroni consumption went up. When it was 
not, macaroni consumption went down. 

There is a good reason for this, we believe. The reason is that the 
consumer, while she may not be cognizant of what the qualities are 
that make up good cooking and eating of the Durum product, knows 
that it has more cooking tolerance, does not slough off starch in the 
water, and that it has a better taste and texture and she eats more 
of it and serves more of it to her family. 

The important thing is she wants a uniform product. It is a great 
disadvantage to our industry in the consumption of this good wheat 
food to have to take the quality up and down as circumstances dictate. 

Now, the point on price has come up in the discussion today. I 
would like to make a brief comment on that. Durum has always 
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commanded a premium over Hard wheat. The industry has paid 
for this quality in paying that premium. This is tabulated in Gov- 
ernment statistics in table 5. : 

The industry this year feels that to meet normal requirements we 
must have 30 million bushels of Durum wheat. If we get an average 
yield of 20 bushels to the acre, which is almost double the previous 
10-year average, it will take a million and a half acres to provide this 
quality of grain. — : . 

Next year, with 4 million more mouths to feed, and if we achieve 
the same kind of sales performance of another three quarters of a 
pound of increase per capita consumption, we will need 300,000 acres 

lanted to Durum additionally. We have taken this story to the 

urum growers. We are working as closely as possible with them. 
We are spending part of our budget in research and development to 
produce better rust-resistant yield, and doing everything we possibly 
can to insure a consistently good-quantity and good-quality source of 
supply. Rather than pursue this further, I think perhaps if Mr. 
Gioia, who is a manufacturer and has actual experience in selling the 
consumer, and if I can answer any questions in a general way, we 
would be happy to answer them. 

Mr. Jones. I would like to ask you about the price differential that 
was mentioned. It was stated a moment ago even when there is a 
shortage of supply, a shortage of Durum wheat, the price differential 
between the Durum and the Hard wheat when substituted for it, did 
not vary any. Now, ordinarily, most products, when there is a short- 
age, price goes up. The price that you paid for the substitute, does 
that affect the price of the manufactured product ? 

Mr. Green. Yes, it does. 

Mr. Jones. What? 

Mr. Green. The statement that it does not go up is not quite true. 
It did go up quite substantially. It went from roughly $2 a bushel 
for Durum, to as high as $4 a bushel. The blend of 50 percent Hard 
wheat and 50 percent Durum sold for more money during the period 
of the shortage than semolina had sold for prior to that time because 
of the manufacturer’s interest to get Durum to keep its product as 
good as he could possibly do. 

Traditionally there has always been a spread between Durum and 
Hard wheat which has ranged anywhere from 25 cents to 50 cents, 
depending on the total wheat picture and the effect that that has on 
the Durum market. Naturally, the grower wants more money. So 
does the grocer. So does the manufacturer if he can get it. We have 
paid the premium to the extent that it has been necessary to get our 
requirements. 

Mr. Jonrs. Well, now, what price are you paying for Durum wheat 
now ? 

Mr. Green. We buy the flour, the mill product. But, based on the 
statistics from the U.S. Department of Agriculture, February 19, the 
price that was paid for Durum in the Minneapolis market, No. 2 Hard 
Amber Durum was $2.40, and it has been pretty close to that through- 
out the crop year. 

We were paying the same amount of $2.40 at the same time a year 
ago. 

Mr. Jones. Then what is the highest price that you have paid? 
You said $4, I believe. 
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Mr. Green, During the period of the shortage of 1954 and 1955, it 
went as high as $4. 

Mr. Jones. Did the price reflected in the products, macaroni, 
spaghetti and so forth, go up proportionately ¢ 

r. GREEN. Yes, sir. 

Mr. Jones. Did that price go back down? 

Mr. Green. That is right. 

Mr. Jones. Is it in the same relationship, possibly ? 

Mr. Green. That is right. Well, the price of the finished food 
does not fluctuate like the grain market does. The grain market 
fluctuates in pennies from ba to day. The mill products usually 
fluctuate in multiples of 5 to 10 cents. That, in turn, is reflected in 
the macaroni manufacturer. He has to keep his price more constant. 
If they change a price schedule, it may be every 6 months or year, 
then the grocery considers that frequent. If this cost of raw material 
goes up, he has to absorb it to a point where he can then pass it on to 
the grocer. By the same token, last year when it was in plentiful 
supply he finaily had a break after several years and received a de- 
crease—— 

Mr. Jones. The reason I am asking you this question, in the case 
of bread we found that when the wheat was selling at the highest 
price, that bread was selling at a lower price than it is now, since 
the price of wheat has come down. Does that same thing hold true 
in macaroni and spaghetti ? 

Mr. Green. I i; not know what the relation is to bread, But the 
price of the raw material is the major element of cost in the product, 
naturally. Whatever freight and labor rates and taxes are, cer- 
tainly they are figured in there. 

Mr. Jones. How is this special fiour, how is that sold¢ by the hun- 
dredweight ? 

Mr. Green. Yes, sir; and it is contracted for by the macaroni man- 
ufacturer for a future delivery that brings us anywhere from 30 to 
120 days. 

Mr. Jones. What are you paying for the flour per hundredweight 
now / 

Mr. Green. $5.95, Minneapolis, last week, wasn’t it ? 

Mr. Wentzet. $5.95 is the quoted price. Some mills might take 
a little less. 

Mr. Jones. $5.95. 

Mr. Wentzet. Bulk price, basis, Minneapolis. 

Mr. Jones. What is the highest it has even been quoted ? 

Mr. Wentzex. In what period of time? 

Mr. Jones. Any period of time: The highest price that you can 
recall. 

Mr. WeENTzEL. I would say that back in 1955 the price was $6, about 
$6.70 ; just a dollar higher; around a dollar higher. 

Mr. Jones. That is less than 20 percent higher. 

Mr. Green. There is a good deal of competition in the business 
which makes pricing an important thing. In the census of manu- 
facturers in 1939 there were 356 units making macaroni, that is fac- 
tories around the country. 

In 1954 this was down to 226. Our records today indicate there is 
less than 175 as a consequence. The same thing has happened in the 
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milling industry. During the war there were 10 Durum millers; 
today there are 7 because competition has driven them out. 

Mr. Cootry. Why is that? 

Mr. Green. It is because the smaller manufacturer, the marginal 
manufacturer, just cannot meet the pace. He cannot put)the invest- 
ment into automatic equipment that is necessary today to compete 
with the large manufacturer, so he is out of business. 

A lot of this production in past years that was done by one-man 
operation, with his family working with him, and he would sell his 
product over the counter in a retail population in an Italian neighbor- 

ood, or some other group, that type of business has gone by the board. 
You do not buy them that way anymore. You buy them in the super- 
markets. 

Mr. Cootry. Since you represent the Durum wheat producers, 
would you say these bills adversely affect the welfare of the other 
wheat producers in the country ? 

Mr. Green. No, sir; because it is established through experience 
that when we have had the substitute, to substitute other types of 
wheat other than Durum, consumption has gone down. We have lost 
that business; it has just gone to other foods. Whereas, in times of 
plentiful supply of Durum and we produce a top-quality product, we 
have increased our business. I suppose at the expense of some other 
food we have increased it. They might not eat as much as some- 
thing else on the dinner table. But we are all fighting for a place 
on the dinner table. 

Mr. Cootzey. Thank you very much. 

Mr. SmitH. What advantage does Durum have as feed for live- 
stock ¢ 

Mr. Green. That is not in my province. 

Mr. WentzeEL. I am Ray Wentzel, affiliated with Doughboy Indus- 
tries. 

Mr. Jones. Before you start, are there any other questions you would 
like to ask Mr. Green, Mr. Short ? 

Mr. SHort. No. 

Mr. Jones. Mr. Breeding? 

Mr. Breepine. No questions. 

Mr. Jones. Mr. Burdick ? 

All right, now Mr. Wentzel, we will be glad to hear from you. 

Mr. Crockett. Mr. Chairman, I would like to introduce Ray Went- 
zel, 

Mr. Green. Mr. Gioia would like to say something first. 


STATEMENT OF HORACE P. GIOIA, ROCHESTER, N.Y., PRESIDENT, 
NATIONAL MACARONI MANUFACTURERS ASSOCIATION 


Mr. Grora. I am Horace P. Gioia, from Rochester, N.Y. 

I am engaged in manufacturing macaroni, also president of the 
National Macaroni Manufacturers Association. 

I would like to convey to this committee the great concern on the 
part of the macaroni manufacturers at this time, lest as an industry 
we be faced again with a shortage of Durum wheat. 

We still have very fresh in our minds the disagreeable experience 
during those 3 years of crop failures due to stem rust. During those 
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years we saw consumption decrease and this decrease was in spite of 
the fact that we were continuing to advertise and promote to the best 
of our ability. : 

We, in the industry, know firsthand that this decrease was a direct 
result of dissatisfaction on the part of the consumer. Those of us 
engaged in the manufacturing industry know the dissatisfaction can 
be traced directly to the fact the macaroni product contained some- 
thing less than 100 percent Durum. 

In speaking for the manufacturers association, I seek your support 
in obtaining legislation which would let greater acreage be planted 
in Durum wheat. 

Thank you very much. If there are any questions, I would be glad 
to answer. 

Mr. Jones. Do you have any questions of Mr. Gioia? 

Mr. Heimburger has a question. He is the counsel of our committee, 

Mr. Hermeurcer. Mr. Gioia, do I understand that, if Durum wheat 
is available in what you believe to be an adequate supply so that you 
can count on it, that the macaroni and spaghetti industry will use 
nothing but Durum wheat in the preparation of its products? 

Mr. Grora. Well 

Mr. Hermpurcer. Or, do you use a mixture of other wheats, also? 

Mr. Grora. No, sir. As a rule, we use straight Durum. However, 
when you ask the question “nothing but Durum,” you should make it 
clear that there are a very few or a very limited number of plants 
who, for reasons best known to themselves, see fit to use Durum with 
an admixture of other wheats. Those plants or manufacturers are in 
the great minority, however. 

Mr. Herevurcer. So that the great majority of macaroni and 
spaghetti manufacturers, if there were a shortage of a constant sup- 
ply of Durum, would use almost entirely Durum in their product? 

Mr. Grota. Yes, sir. 

Mr. Hemrvrcer. What would this amount to in the number of 
bushels per year ? 

Mr. Grora. At the present time, to the best of our estimation, we 
would say about 30 million bushels of Durum wheat would be required 
per annum. 

Mr. Hermeurcer. Thank you very much. 

Mr. Jones. Thank you, Mr. Gioia. 

Mr. Gtora. Thank you. 

Mr. Crockett. Mr. Chairman, Mr. Saunders and myself as growers, 
have long looked upon this middleman, this Durum buyer with a 
jaundiced eye. So, we stopped in Minneapolis and picked him up 
and brought him with us. I would like to introduced to you Ray 
Wentzel, who represents the Durum millers, and they have some prob- 
lems in connection with this thing, too. 

Mr. Jones. We will be glad to hear Mr. Wentzel. 





STATEMENT OF RAY WENTZEL, VICE PRESIDENT AND GENERAL 
MANAGER, DOUGHBOY INDUSTRIES, INC., NEW RICHMOND, WIS. 


Mr. Wenrzext. Mr. Chairman and members of the committee, my 
name is Ray Wentzel. I am affiliated with Doughboy Industries, Inc., 
of New Richmond, Wis., a company engaged in the milling of Durum 
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wheat into semolina and flour for macaroni, spaghetti, and noodle 
manufacturers. I am attending this hearing with members of the 
Durum Growers Association and the National Macaroni Manufac- 
turers Association as a spokesman for the Durum millers located in 
North Dakota, Minnesota, and Wisconsin. 

I have been authorized to make the statement that the majority 
of the Durum millers are in favor of House bill 5443, introduced by 
Mr. Short. 

We are engaged in milling Durum wheat for the manufacture of 
spaghetti, macaroni, and of course some fancy Durum patent flour. 

We are also in the feed-milling business, and I can answer your 
question, Mr. Smith, in regard to why is Durum wheat used for feed? 

In the past some Red Durum was grown up in North Dakota, and 
we always looked for that grain because of the fact it is hard and 
vitreous. It was nice grain to cut. In other words, we make a 
cracked wheat out of that. It holds together better than an ordinary 
Hard wheat. We still buy it if it is available but only for cracking 
purposes. 

Mr. Smiru. Now, you call that Red Durum wheat ? 

Mr. Wenrze.. It is Red Durum wheat. 

_Mr. Smrru. And the ordinary Durum wheat is Amber, right? 

Mr. Wentzev. Amber is the name given to wheat that we seek for 
milling into semolina or flour. The name designates the color. In 
other words, our grades are based on a Hard Amber, an Amber, and 
a Durum. When we buy a wheat that is graded No. 1 Hard Amber, 
that is the choicest wheat. When we get Amber, that is a softer 
variety of Durum. When we get down to the variety called Durum, 
that is a grade that we might use for milling into a fancy Durum 
patent flour, or a Durum patent flour. 

Mr. Jones. What do you use Durum patent flour for ? 

Mr. Wentzev. For the manufacture of noodles almost exclusively. 
Although a few manufacturers use it for making spaghetti and their 
macaroni, also. 

Most of the Italian manufacturers use the semolina, because of the 
granulation. Should I say, Horace, it works up into a better spaghetti 
ormacaroni? You geta little better bite to it. 

Mr. Grom. It holds up better. 

Mr. Wentzex. In other words, you do not break it down into such 
fine particles so they will remain more firm when they are cooked. 

The loss of Durum acreage in the Northwest area has reached a 
point where it has become alarming to all segments of the industry. 
This is happening while the per capita consumption of Durum prod- 
ucts is on the increase. The Durum acreage has been reduced from 
a 10-year average of 214 million acres to an acreage of only 947,000 in 
1958 national figures. 

From an acreage of this size, it is impossible to raise enough Durum 
to supply the industries’ needs and seed requirements of 30 million 
bushels. In fact, it is only because of a carryover from 1957, when an 
incentive program was in force, plus exceptional favorable weather, 
along with good farming by the Durum-wheat farmer in 1958, that 
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there is sufficient Durum to supply the industries’ needs to the harvest 
of the 1959 Durum crop. 

Durum millers and macaroni manufacturers were forced to turn to 
the use of substitutes because of the shortage of Durum wheat in 1953 
and 1954. The results were disastrous, as far as losses were concerned, 

Per capita consumption of macaroni products dropped. Mills, 
other than Durum-wheat mills, entered the picture. Competition was 
so keen that approximately 30 percent of the Durum-milling capacity 
was lost. These mills are completely dismantled at this time. 

Today, because the vast majority of the macaroni and noodle manu- 
facturers are back on the Durum wheat standard, the Durum mills are 
running over 100 percent capacity of a 5-day week. 

We feel that we cannot afford to lose the ground we have gained 
again, therefore, we are asking for an adequate supply of Durum 
wheat in the future. 

Thank you, gentlemen. 

Mr. Jones. In other words, the machinery that you use for proc- 
essing other wheats is entirely different than what you use for the 
processing of Durum wheats and the mills that process Durum wheat 
do not process other types of wheat into flour; is that right? 

Mr. WentTzeEu. That is true. The milling of semolina requires a 
great deal more purification. We have about five times the number of 
purifiers in our mill than you will find in a conventional Hard-wheat 
mill, or Soft-wheat mill. You would have to have special corrugations 
on your rolls because of the fact that the Durum wheat is hard and 
vitreous and hard to grind. You might ask the question, Why don’t 
we use substitutes? We had to use substitutes, and, of course, we 
used substitutes and we found the percentage of semolina that we get 
out of, say 2 and 2.10 bushels of wheat, drops considerably. We get 
a byproduct, we call it, a first clear and second clear, that we have to 
dispose of. We do not have any market for such a product normally 
because of the fact that we are not in the Hard-wheat business. So, 
when we are forced to use substitutes for Durum, our problems are 
multiplied tenfold. 

Mr. Jones. Does that byproduct go into feed ? 

Mr. Wentzeu. No; I am speaking of the flours that we get. Now, 
we also get the feed, of course, which always finds a home in any 
commercial feed plant; about one-third of the wheat is feed. But out 
of 2.2 bushels of wheat you will get a hundred pounds of something, 
which might consist of about 80 percent of semolina, and the other 20 
percent will be a first- and second-clear flour. 

Mr. Smrrn. Are there any advantages or disadvantages ? 

Mr. Wentze.. We are at a disadvantage with our bran because 
of the fact that the bran carries a very thin coat, and the bran breaks 
up in the milling process. Some of these commercial men who have 
dairy feed do not like to buy our bran. 

Mr. Smtru. What about your shorts ? 

Mr. Wentzet. The shorts? Of course, no problem has presented 
itself at all. Our shorts are as good if not better than the shorts that 
you will get from a conventional Hard-wheat or Soft-wheat mill. 

Mr. Jones. Mr. Breeding? 

Mr. Breepine. Mr. Wentzel, you made a statement in the middle of 
the front page there that you “had been authorized,” by who? You 
did not say ? 
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“Mr. Wentzet. The Durum millers: There are only seven left in 
the United States. One is in Grand Forks, N. Dak., one at Superior,. 
Wis., one at New Richmond, and the balance in St. Paul and Minne- 
apolis. The GTA Mill is up at Rush City, Minn. 

Mr. Breeprne. Since you have endorsed Mr. Short’s bill, you do not 
need or feel there is any need for legislation for 1959? 

Mr. WentzeEv. Well, we felt that way, yes. We felt that way. Of 
course, it is all dependent poe the reports we get this afternoon as to 
what the intentions of the Durum farmer are going to be. If they 
are going to plant more than 1 million acres, we may sneak through. 
However, it may be nip and tuck. We feel we need at least a million 
and a half acres because we cannot expect another 23-bushel-per-acre 
crop. 

Mr. Breepine. Then your organization will support also Mr. Ander- 
son’s bill? 

Mr. Wentzet. I would think so, yes; any legislation to enable us 
to get more Durum wheat. We speak up and state that we want an 
adequate supply of Durum. We do not care how we get it just so 
we get it. 

Mr. Breepine. All right. That is all. 

Mr. WentzeEL. That is my statement. 

Mr. Jones. Mr. Short? 

Mr. Suort. I just wanted to make this point clear. Perhaps it has 
been touched on before. Perhaps this question should be directed more 
to Mr. Gioia: Have you found some consumer resistance when you 
attempted to blend the better wheats by virtue of the shortage of 
Durum wheat. to make your products ? 

Mr. Grora. We found the consumption decreasing. We also found 
that the number of complaints received from the consumer, the house- 
wife, or the restaurant trade decreased _—7 substantially. They did 
not understand what was behind the complaint or what was responsi- 
ble for it. 

Of course, we knew because we tied in the change with the accom- 
panying increase in complaints. 

Mr. Suortr. Well, now, if I understood one of you correctly, you 
were carrying on a promotional program for macaroni and spaghetti 
products; and is not it essential to the success of that program that 
you have a uniform high-quality product that you can continue to 
furnish to your customers ? 

Mr. Grora. It is most essential. The customers or the consumer is 
most interested in a uniform product. If we go through varying 
periods of supply, so that the raw material we use is not uniform, they 
notice it, the product will not react the same to their usual cooking 
times, and, of course, that discourages them from using the product. 
The same thing is also true in the manufacture of macaroni products. 
Certain allowances have to be made in the processing depending on the 
type of material being used. 

Mr. Snort. Thank you. 

Mr. Jones. Do you have any questions? 

Mr. Burdick? 

Mr. Burpick. Mr. Chairman, just one question. 

When there was a shortage of Durum you had to resort to blending 
with other qualities of wheat which the gentleman just testified made 
an inferior product. Testimony also shows that Durum carries a 
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higher price than the other grades of wheat. My question is this: 

Jecherp a price point at which you might not use all Durum but limit; 

ité | 

In other words, if the price of Durum was much higher than Red; 
Spring or some other type which you use, would there be a tendency 
to go back to a blend ¢ 

Mr. Wentzex. That is a good question. We do not know. We 
know this, that the history is such that as soon as something like that 
would happen, that immediately we would see a reduction in the 
consumption of the macaroni and spaghetti. I do not know, Horace, 
maybe you can answer that question better than I can. You are a 
manufacturer. 

Mr. Grora. I think I can best answer it this way: There are many 
plants who would continue to use all Durum so long as the required 
amount of Durum were available, even with a substantial price 
differential. 

However, there are other plants who, I might describe as wishing to 
snip competitivewise, would take advantage of the fact they could 
get cheaper material and use admixtures which would give them a 
competitive advantage. They are in the minority, but there are 
some who would do that from past experience. 

Mr. Burpicx. Then there is a factor of price relation between 
Durum and other wheat. 

Mr. Wentzex. It depends on whether the fellow is an opportunist. 
He may feel he will make a little now, but he stands to lose what he 
has made over the long pull. It usually works out that way. 

Mr. Burpick. Thank you. 

Mr. Jones. In other words, the reputation of the manufacturer is 
at stake. If he wants to take that risk of lowering the quality of his 
product, he might be inclined to do it, but it is a risky business. 

Mr. Grora. That is right. We describe it as shortsighted but some 
of them will take it. 

Mr. Jones. Let me ask you this: In your promotion of macaroni and 
spaghetti, do you refer to the fact that it is made from a certain type 
of this Durum wheat ? 

Mr. Giora. We say Durum wheat. I am speaking now of our own 

lant. 

7 Me. Jones. Do some plants do that, state this product is made from 
urum 
Mr. Grora. Yes. Our advertising copy states “Durum wheat.” 

Mr. Jones. Thank you. 

Now, Mr. Breeding, excuse me. 

Mr. Breeprne. Has there been enough research on other types or 
classes of wheat to prove that it oe not take the place of Durum 
wheat? Inthe manufacturing of spaghetti, that is? 

Mr. Wentzev. We have experienced milling of other varieties of 
wheat. We know what happens. Of course, the results were dis- 
astrous, so far as we are concerned, so far as the macaroni manufac- 
turer has been concerned. 

Mr. Breepinc. The reason I ask this question is, I believe that just 
last fall there were some 19 or 20 Italians came to this country to 
test and res:7rch the uses of other wheat, other than Durum, for 
spaghetti ai. so forth. I wondered if you were familiar with what 
they had done in the United States, or what their plans were? 
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Mr. Wentzev. I am afraid I cannot answer that question. 

Mr. Green. I can. Their conclusion was that these other wheats 
were good as secondary products but not top quality, They bought 
some of it on that basis. We have very tenderly gone around calling 
the price cutters and chiselers by polite names this afternoon. But 
we do have some just as any industry has. Those people who are 
marginal and do not have a brand to protect, have experimented with 
every conceivable type of pete imaginable. The fact that they 
do not have a grant franchise proves the futility of such a policy. 

Mr. Smiru. Does the Fair Trades Commission have anything to 
say about this? 

r. Green. Yes, sir. They are busy all of the time with them. 

Mr. Smiru. For misadvertising his brand? ° 

Mr. Green. That is right. 

Mr. Jones. Mr. Burdick? 

Mr. Burptck. Just one more question on this price line. 

Is it a fact that there has been a price differential of 15 or 20 cents 
over the years higher for Durum than ordinary wheat ? 

Mr. WeENnTzEx. Yes, sir. 

Mr. Burvickx. When the ordinary goes down, so does the Durum? 

Mr. Wentzet. Yes, usually, unless there is an abnormal situation. 

Mr. Burpick. Thank you. 

Mr. Wentzet. When there is a big demand. Somebody has to 
fulfill a commitment of some kind, like we experienced a couple of 
years ago when the exporters got into the picture, they drove the price 
of Durum up to $2.70 some a bushel practically overnight. 

Mr. Burpick. That was absolutely abnormal. 

Mr. Wenrzex. Yes; that was abnormal. 

Mr. Jones. Mr. Crockett, do you have another witness ? 

Mr. Crockett. Our concluding witness is another farmer. Mr. 
Saunders is a Durum farmer from the very heart of the Durum tri- 
angle, and he would like to take enough time to give you the producers’ 
view of the problem. 

Mr. Jones. We will be glad to hear Mr. Saunders. 


STATEMENT OF RICHARD K. SAUNDERS, SECRETARY AND TREAS- 
URER OF DURUM GROWERS ASSOCIATION, DOYON, N. DAK. 


Mr. Saunpers. Mr. Chairman, and members of the House Agricul- 
ture Committee, I am a farmer from Ramsey County, N. Dak., and also 
a member of the Durum Growers Association. Ramsey County raised 
more Durum than any other county in the United States in 1958. The 
farms in our area have traditionally raised Durum for three genera- 
tions. I am very much interested in Durum and its future. Its future 
depends on the use of Durum in macaroni products. I raised all my 
allotted wheat acres to Durum in 1958, but at a Durum growers’ 
meeting held on February 12, 1959, attended by approximately 300 
farmers, only 12 intended to seed 100 percent Deas and only 18 
indicated that they would increase Durum in 1959. The rest planned 
on seeding all Hard Red Spring wheat or some of both. In our opin- 
ion, this was not enough of an increase to supply the Durum macaroni 
industries’ needs. The added risk involved in raising Durum, com- 
pared with Hard Spring, Hard Red Spring wheat, plus the fact that 
the price was low a year ago. 
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When Mr. Wentzel spoke of grades, he was not talking about dif- 
ferent types of Durum. He was talking about the same Durum, only 
Durum that is weathered, has had one rain on it after it has been cut, 
goes down one grade. If it gets two or three rains on it, it goes down 
another grade, and is discounted very heavily. 

Another factor is the Durum is discounted quicker than Hard Red 
Spring wheat. 

Some of the risks involved are that Durum ripens about 2 weeks 
later than Hard wheat, and it is therefore subjected to hail and wet 
weather later in the fall. It must be seeded earlier in the spring, 
also, which means the farmer has less chance to control wild oats and 
other weeds. That could be wild. By letting the wild oats come 
and then seeding them and then seeding the wheat. 

Durum has longer straw than Hard wheat, so it tends to lodge and 
— a serious problem at harvest. In the year just past, the 

argest combine made could only combine half the number of Durum 

acres, as it could of those plants to Hard wheat in one day. After 1950, 
15 B rust began to cut yields of Durum. Some farmers turned to 
Hard wheat, which did not rust as badly. Those that stuck with 
Durum lost their crops in 1954 and 1955 and, as a result, turned to 
Hard wheat, too. Selkirk, a Hard Red Spring wheat, was developed 
which did not rust and had a very high yield. 

It was not until the following year that we had Durum varieties 
that withstood rust. Many farmers who switched to raising Hard 
wheat then, feel that they are still in the business of farming because 
of Hard wheat. They could not have stood another year of Durum 
loss without losing their farm. So, as a result, they feel they cannot 
afford to switch back to Durum. Others have changed their farming 
operations and raise both Durum and Hard wheat. But this has not 
produced enough Durum. Only through the use of previous in- 
centive plans, have we been able to raise enough Durum to meet the 
demand. 

Members of the Durum Growers Association decided it was time 
to do some positive thinking, and came up with the basic principles 
of this bill. We feel that this will supply the industry with enough 
Durum and still keep Durum out of CCC stocks. 

That is one of the things we did a lot of thinking on when we 
were studying the basic issues of this bill, as it hurts us just as bad 
if there is Durum in Government hands; if the Commodity Credit 
has Durum on hand, well, the price can only go up so high, and when 
it reaches a certain point the Commodity Credit will unload, and un- 
til the millers have used up that supply of Durum the farmers, even, 
have not got a market. I mean, it drops and there just is not any 
market. So we are very much interested in keeping Durum out of 
Government hands. That is some of the reasons for the wording in 
that, bill. 

Thank you for giving me the opportunity to appear before your 
group and express my views on this matter which is so important 
to us in North Dakota. 

Are there any questions you would like to ask ? 

Mr. Jones. What is the latest that you can plant this Durum wheat 
for this year ? 

Mr. Saunpers. Well, you can seed Durum up until about May 20- 
May 25. In fact, we are getting two new varieties. We now have 40 
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acres of new Durum, the Agricultural College has these, and they are 
increasing them in Arizona this winter, 40 acres. They are bringing 
them back and they will not be back into North Dakota until after the 
middle of May. They will be seeded after the 20th. 

But the growers that get them for increase will just have to stand 
the chances of losing it. You can figure that you lose 10 bushels to 
the acre by seeding that late. 

Mr. Jones. What is the earliest you can plant out there? 

Mr. Saunvers. As soon as the ground warms up so that you can 
get out and work. 

Mr. Jones. When is that ? 

Mr. Saunpers. Generally around the 15th of April. In the past 
my father and my grandfather, who raised. Durum in the same area 
that I am raising Durum in now, always said that Durum had to be 
in by the 10th of May or else you had better seed barley or something 
else. 

Mr. Jongs. You have a very short season in which you can plant, 
from about the 15th of April until the 10th of May. 

Mr. Saunpers. That is the general line of thinking. That is what 
is recommended. 

Mr. Jones. Well, we will have to move very fast to get you any 
relief this year, then, if we are able to do that. 

Mr. Saunpers. Well, I believe myself that after your committee 
studies it, and the Department of Agriculture studies it, the decision 
can be made as to what is warranted, the farmer and the rest of us 
here, do not know the definite amount of Durum that is on hand now. 
The Department is the best source of that information. We feel that 
the decision should be left up to them, as to whether they deem legis- 
lative action necessary this year. Because, after they review the 
stocks on hand, they will know what action is needed. We would not 
want any incentive if the stocks did not warrant it. 

Mr. Jones. Do any of your farmers out there have Durum stored 
on their own farms, or is it all stored in private elevators or Govern- 
ment storage, or where? 

Mr. Saunpers. I have about 75 percent of my Durum that I raised 
last year stored right on my farm. 

Mr. Jones. Do you have storage on your farm? Do you have a 
loan with Commodity Credit, or what ? 

Mr. Saunpers. I took a loan on about 50 percent of it just to pro- 
tect myself. Because, at the present time, these loans mature the 31st 
of March. At the present time there won’t be any Durum go into 
Commodity Credit’s hands because of the fact that the price is about 
15 to 20 cents above the loan price. 

Mr. Jones. I believe you said you did not know how much Com- 
modity Credit had on hand at this time. | 

Mr. Saunpvers. Well, the figures show that there are 13 million 
bushels, But just this morning, Mr. Palmby stated that he believed 
they were right in their contention that they could call in all of that 
Durum with the exception of probably the last million bushels and 
still might come in short. But insofar as estimating the number of 
a on farms, the Department of Agriculture has ways of doing 
that. 
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Mr. Jones. Well, do many of your farmers have Durum stored 
that is not in the loan? 

Mr. Saunpers. Oh, yes; many of them have. Because they did not 
feel that it was necessary in view of the supply on hand, and the 
production, with the few acres that were seeded a year ago this spring, 
the amount of bushels and the price, they just were not worried about 
the market dropping. So they did not bother to protect themselves. 
But I felt that I should protect myself on half of it until the maturity. 
Then I plan on redeeming mine, paying the loan back. 

Mr. Jones. Are there any other questions ? 

Mr. Breeding? 

Mr. Breeprnc. Mr. Saunders, I appreciate your statement. You 
did say that you were a farmer; that your father and grandfather 
had always grown Durum wheat; is that true? 

Mr. Saunpers. That is right. 

Mr. Breepine. You did not grow any Hard Red Spring? 

Mr. Saunvers. I did not raise any Hard Red Spring last year. 
In 1956 I had about one-fifth, or about one-tenth, I would say, of 
my acreage planted to Hard Red Spring. But I am an exception. I 
mean, I like Durum. I just feel that my dad was the same way. Even 
in the rust years I stuck with Durum all the way through. 

Mr. Brepprne. I was going to ask you the question: Why do you 
like to grow Durum wheat ? 

Mr. Saunpers. Well, I do not know. That’s a hard question to 
answer. But I like—after you once get to know how to handle 
Durum, it is not as hard to handle as you might think. But it is 
hard to tell that to somebody else that is prejudiced toward Hard 
Red. 

Mr. Breeprne. In your area would it be more profitable to grow 
Hard Spring wheat ? 

Mr. Saunpers. Well, I believe I have made just as much money 
on Durum as if I would have been seeding Hard wheat. But others 
for instance, my father-in-law, thinks exactly the opposite. Most of 
his wheat acres are seeded to Hard wheat. 

Mr. Jones. You indicated only 12 farmers out of 300 said they 
were going to grow only Durum, which would indicate it is more 
difficult to handle. 

Mr. Saunpvers. That is correct. Some of the farmers figured there 
was 30 percent more risk involved in raising Durum than there was in 
raising Hard Red Spring. 

Mr. Smirn. What about this rust? Is Durum just as liable to 
get the stem rust or any other kind of a rust as the other wheats ? 

Mr. Saunpers. Well, today we have some good varieties of Durum 
that are resistant to rust. They are not resistant to all types of rust. 
But they are just as resistant as the variety of Hard wheats we have. 

Mr. Smirn. Any Durum wheat grown in Canada? 

Mr. Saunpers. A lot of Durum. In fact, Canada has taken over 
practically the entire export market. They are furnishing prac- 
tically all the countries in Europe which we used to furnish a few 
years back. 

Mr. Sorru. Is that where you get your seed wheat for Durum ? 

Mr. Saunpers. No; we raise our own. Our new rust-resistant 
Durums were developed right there in our own State, in North 
Dakota. In fact, Canada is raising our varieties now. 
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' Mr, Smrrn. Selkirk came from Canada, didn’tit? .... 45.5 4) 

Mr. Saunpers. Selkirk is coming. from. Canada today;.in large 
quantities. i ; Yrte fbi 

Mr. Smirx. Put a little disinfectant in it and selling it. for seed 
wheat at a higher price? ‘i 

Mr. Sacersieaiat That is right. No; farmers can buy the Selkirk 
seed. That is another point. where we are at a disadvantage. with 
Durum. It takes a bushel and a half of Durum to the acre for seed. 
Because Durum has a bigger berry. Where you take Hard wheat 
is smaller seed, so you only seed from a bushel to.a bushel and a peck. 
That is, to the acres of Hard wheat. ; 

You take the price of Hard wheat seed that is brought in from 
Canada, which is about $1.80 per bushel. Well, if you just seeded t 
bushel of that to the acre, your total seed cost, would only be $1.80. 
The farmers who raise Hard Red Spring can deliver their Selkirk, 
which they raise on their own farm for about the same figure, only, 
and save the expense of cleaning and treating and hauling it into the 
elevator and hauling it out back to the farm. 

Whereas, in the case of Durum, you use a bushel and a half to the 
acre for seeding—Durum is about $2.02 a bushel; well you have to add 
about 10 cents for treating it, plus hauling it to town and back, and by, 
that time you have around $3 and $3.50 invested in seed. 

Mr, Jones. Yes. 

Mr. Saunpers. You have more invested. That is another disad- 
vantage mn raising Durum that I overlooked mentioning. 

Mr. Jones. Any other questions ? 

Mr. Burpicx. Yes, I would like to ask a question. I want to say 
I am in complete agemnonenn with you. I think you have the logical 
and proper approach. 

I am concerned with price. You say your Durum runs about 15 
or 20 cents above loan level. 

Mr. Saunpers. Today it is; yes. 

Mr, Burpick. You heard other witnesses say that is a normal rela- 
tion between Durum and other wheats ? 

Mr. Saunpers. Yes; it is. 

Mr. Burpicx. Approximately ? 

Mr. Saunpers. Yes. 

Mr. Burpicx. Now, then, you will admit it is very important to 
have a good program for other wheat to maintain that level ? 

Mr. Sacnpers. Oh, yes. 

Mr. Burpick. In other words, the better programs we have for 
other wheat, the better program for Durum ? 

Mr. Saunpers. Well, my main train of thought is just Durum. I 
am just so in love with Durum. 

Mr. Burvicx. I know that. But you just said Durum maintains 
15 or 20 percent to other wheat. Therefore, the better for Durum the 
better for Hard wheat; is that not true? 

Mr. Saunpers. That would make sense, yes. 

Mr. Jones. Any further questions? 

Mr. Anperson. Following the comment, indicating it would in- 
crease their Durum increase, did you find any in that group of 300 
that would plant less Durum in 1959 than in 1958 ? 
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Mr. Saunpers. Yes; but all I was interested in was the increase, and 
wliat their intentions were for increasing. Practically all of the 
farmers said they were going to seed half and half, or a third and two- 
thirds, or something like that. It would appear to be some relation- 
ship like that. 

' Mr. Anperson. Could you make a guess as to what percentage 
change across the whole group might result in their acreage for next 
year? Would it be about the same as last year, taken for the whole 
‘group, or would it be up or down some percentage ? 

Mr. Saunpers. Could you answer that, Dick? You were present- 
ing those questions. 

Mr. Crocketr. I would have to answer that with a little latitude. 
We are currently, our association is currently, estimating a 10-percent 
increase. And I would say that we probably would not lose our last 
year’s acreage taking the most pessimistic view. We will not exceed 
last year’s by more than 20 percent. 

Mr. Anperson. By more than 10 percent ? 

Mr. Saunpers. More than 20 percent at the most optimistic view. 

Mr. Anperson. But probably 10? 

Mr. Saunpers. Yes. 

Mr. Anperson. I would like to summarize what that means, Mr. 
Chairman. That means last year when they had 800,000 acres of 
Durum, and all the testimony we have heard from everybody—manu- 
facturers, growers, macaroni manufacturers—indicates they want a 
minimum of a million and a half acres this year, and that the most 
optimistic report we have from the very heart of the Durum country 
is that we will not get more than 880,000. That would be about 
880,000—very little more than half of the goals for this year, unless 
they have the legislation. 

Mr. Saunpvers. I may say, Mr. Chairman, a little bit about our 
Durum growers organization. It is a new organization, but it is a 
rapidly expanding organization. In fact, at this meeting we had 
Durum growers from Minnesota there, and in the last 6 months, or 
last 3 months, it has expanded halfway out to Mr. Anderson’s terri- 
tory now. Its membership, out past Minot. 

Mr. Anpverson. Still organizing out there? 

Mr. Saunpers. I believe that a good Durum growers association is 
one thing that the Durum growers need, to take more interest and 
create more interest, in Durum. 

Mr. Jones. Well, you have done a good job here today. Your state- 
ment will be read by other members of this committee. 

Are there any other witnesses you have? 

Mr. Crockett. Sir, there is just one comment I want to make in 
closing. 

Mr. Jones. All right. 

Mr. Crockett. We were very happy today to bring you all seg- 
ments of the Durum industry. 

In connection with the remarks that Congressman Anderson said, 
I, too, would like to say that we were not much in difference. There 
are only two things basically that we are concerned about: First of 
all, we feel that this commodity has a rapidly expanding future. We 
think that there are some necessary things to be done to enable an 
interested producer to grow at least what is needed by the industry. 
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We are, as Mr. Saunders said, concerned about overproduction. 
One of the evils has been overproduction and underproduction. We 
are very concerned about holding that down, too. Probably the basic 
disagreement we had with Congressman Anderson’s bill would be 
that we would be opposed to anything that would take Durum out of 
its traditional growing area. We would certainly go along. If there 
is a need for increased production this year, we would certainly en- 
dorse his action. The bill in every other way suits us. 

As far as the provision for the advisory committee is concerned, 
our main basis for insisting on that was that we have had to come 
down here, now, this is the fourth year, we would like to have a 
permanent solution to the problem so we would not have to make 
these periodic pleas. 

We thank you very much for your attention. 

Mr. Anperson. Might I point out to Mr. Crockett that both my bill 
and all other legislation is strictly restricted to the traditional 
Durum areas. I do not think anyone has ever proposed a Durum bill 
which would permit expansion in other than traditional growing 
areas. 

Mr. Jones. Does any other member of the committee have any 
comments ¢ 

If not, I want to thank you. I think you have presented the mat- 
ter well and I am glad you could have the various people who are 
concerned with this problem here—the manufacturers, the processors, 
the growers, the associations. I think that you have a very good 
record here, gentlemen. 

So far as this legislation is concerned, I will see that the chairman 
of the subcommittee, Mr. Albert, gets this testimony as early as possi- 
ble, and that we can get the subcommittee back to take some action 
in a very short time. I am sure we all realize that, with a matter as 
critical as this, we should dispose of it as early as possible. There 
will be a minimum amount of delay, I can assure you. 

Thank you very much. 

The committee stands adjourned. 

(Whereupon, at 4:32 p.m., the subcommittee adjourned. ) 
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TUESDAY, MARCH 17, 1959 


House or REPRESENTATIVES, 
CoMMITTEE ON AGRICULTURE, 
' Washington, D.C. 


The committee met, pursuant to notice, at 10 a.m., in room 1310 
New House Office Building, Hon. Harold D. Cooley (chairman) 

residing. 

7 The Cuairman. The committee will please be in order. 

We have several bills for consideration this morning. I think most 
of them are identical. H.R. 5248, H.R. 5247, H.R. 5408, H.R. 5407, 
ELR. 5414, H.R. 5413, H.R. 5430, H.R. 5433, H.R. 5487, H.R. 5600, 
H.R. 5604, H.R. 5613, and H.R. 3197. 


(The bills are as follows :) 


[H.R. 5248, 86th Cong., 1st sess.] 


A BILL To increase the authorized maximum expenditure for the fiscal years 1959, 1960, 
and 1961 under the special milk program 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That the first sentence of Public 
Law 85-478 (72 Stat. 276) is amended to read as follows: “That for the fiscal 
year beginning July 1, 1958, not to exceed $80,000,000, and for each of the 
two fiscal years thereafter, not to exceed $85,000,000, of the funds of the Com- 
modity Credit Corporation shall be used to increase the consumption of fluid 
milk by children (1) in nonprofit schools of high school grade and under; and 
(2) in nonprofit nursery schools, child care centers, settlement houses, sum- 
mer camps, and similar nonprofit institutions devoted to the care and training 
of children.” 


(H.R. 5247, 86th Cong., 1st sess.] 


A BILL To increase the authorized maximum expenditure for the fiscal year 1959 under 
the special milk program 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That the first sentence of Public 
Law 85-478 (72 Stat. 276) is amended to read as follows: “That for the fiscal 
year beginning July 1, 1958, not to exceed $80,000,000, and for each of the two 
fiscal years thereafter, not to exceed $75,000,000, of the funds of the Commodity 
Credit Corporation shall be used to increase the consumption of fluid milk by 
children (1) in nonprofit schools of high school grade and under; and (2) in 
nonprofit nursery schools, child-care centers, settlement houses, summer camps, 
and similar nonprofit institutions devoted to the care and training of children.” 


[H. R. 5408, 86th Cong., 1st sess. ] 


A BILL To increase the authorized maximum expen aiare for the fiscal years 1959, 1960, 
and 1961 under the special milk program 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the first sentence of Public Law 85-478 
(72 Stat. 276) is amended to read as follows: “That for the fiscal year beginning 


1 
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July 1, 1958, not to exceed $80,000,000, and for each of the two fiscal years 
thereafter, not to exceed $85,000,000, of the funds of the Commodity Credit 
Corporation shall be used to increase the consumption of fluid milk by children 
(1) in nonprofit schools of high school grade and under; and (2) in nonprofit 
nursery schools, child care centers, settlement houses, summer camps, and 
similar nonprofit institutions devoted to the care and training of children.” 


(H.R. 5407, 86th Cong., 1st sess.] 


A BILL To increase the authorized maximum expenditure for the fiscal year 1959 under the 
special milk program 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the first sentence of Public Law 85-478 
(72 Stat. 276) is amended to read as follows: “That for the fiscal year beginning 
July 1, 1958, not to exceed $80,000,000, and for each of the two fiscal years 
thereafter, not to exceed $75,000,000, of the funds of the Commodity Credit 
Corporation shall be used to increase the consumption of fluid milk by children 
(1) in nonprofit schools of high school grade and under; and (2) in nonprofit 
nursery schools, child care centers, settlement houses, summer camps, and similar 
nonprofit institutions devoted to the care and training of children.” 


(H.R. 5413, 86th Cong., 1st sess.] 


A BILL To increase and extend the special milk program for children 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the first sentence of Public Law 85-478 
(72 Stat. 276) is amended to read as follows: “That for the fiscal year ending 
June 30, 1959, not to exceed $80,000,000 and for the fiscal year ending June 380, 
1960, not to exceed $85,000,000, and for the fiscal year ending June 30, 1961, not 
to exceed $90,000,000, of the funds of the Commodity Credit Corporation shall be 
used to increase the consumption of fluid milk by children (1) in nonprofit 
schools of high school grade and under; and (2) in nonprofit nursery schools, 
child care centers, settlement houses, summer camps, and similar nonprofit in- 
stitutions devoted to the care and training of children.” 


(H.R. 5414, 86th Cong., Ist sess.] 
A BILL To increase and extend the special milk program for children 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the first sentence of Public Law 
85-478 (72 Stat. 276) is amended to read as follows: “That for the fiscal year 
ending June 30, 1959, not to exceed $80,000,000, and for the fiscal year ending 
June 30, 1960, not to exceed $85,000,000, and for the fiscal year ending June 30, 
1961, not to exceed $90,000,000, of the funds of the Commodity Credit Corpora- 
tion shall be used to increase the consumption of fluid milk by children (1) 
in nonprofit schools of high school grade and under; and (2) in nonprofit nursery 
schools, child care centers, settlement houses, summer camps, and similar 
nonprofit institutions devoted to the care and training of children.” 


{H.R. 5430, 86th Cong., 1st sess.] 


A BILL To increase and extend the special milk program for children 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the first sentence of Public Law 85-478 
(72 Stat. 276) is amended to read as follows: “That for the fiscal year ending 
June 30, 1959, not to exceed $80,000,000, and for the fiscal year ending June 30, 
1960, not to exceed $85,000,000, and for the fiscal year ending June 30, 1961, not 
to exceed $90,000,000, of the funds of the Commodity Credit Corporation shall be 
used to increase the consumption of fluid milk by children (1) in nonprofit 
schools of high school grade and under; and (2) in nonprofit nursery schools, 


of 2 
(72 
July 
afte 
tion 
non) 
sche 
prof 





he 


es 
78 
ng 
irs 
lit 
en 
fit 
ar 


tes 
78 
ing 
30, 


not 


fit 


dls, 
in- 


tes 
aw 
ear 
ing 
30, 
ra- 
(1) 
ery 
ilar 


1te8 
478 
ling 


ols, 


SCHOOL MILK PROGRAM 3 


child care centers, settlement houses, summer camps, and similar nonprofit insti- 
tutions devoted to the care and training of children.” 


(H.R. 5433, 86th Cong., 1st sess.] 
A BILL To increase and extend the special milk program for children 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the first sentence of Public Law 85-478 
(72 Stat. 276) is amended to read as follows: “That for the fiscal year ending 
June 30, 1959, not to exceed $80,000,000, and for the fiscal year ending June 30, 
1960, not to exceed $85,000,000, and for the fiscal year ending June 30, 1961, not 
to exceed $90,000,000, of the funds of the Commodity Credit Corporation shall be 
used to increase the consumption of fluid milk by children (1) in nonprofit 
schools of high school grade and under; and (2) in nonprofit nursery schools, 
child care centers, settlement houses, summer camps, and similar nonprofit insti- 
tutions devoted to the care and training of children.” 


[H.R. 5487, 86th Cong., 1st sess. ] 
A BILL To increase and extend the special milk program for children 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the first sentence of Public Law 85-478 
(72 Stat. 276) is amended to read as follows: “That for the fiscal year ending 
June 30, 1959, not to exceed $80,000,000, and for the fiscal year ending June 30, 
1960, not to exceed $85,000,000, and for the fiscal year ending June 30, 1961, not 
to exceed $90,000,000, of the funds of the Commodity Credit Corporation shall be 
used to increase the consumption of fluid milk by children (1) in nonprofit 
schools of high school grade and under; and (2) in nonprofit nursery schools, 
child care centers, settlement houses, summer camps, and similar nonprofit insti- 
tutions devoted to the care and training of children.” 


[H.R. 5600, 86th Cong., 1st sess.] 
A BILL To increase and extend the special milk program for children 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the first sentence of Public Law 85-478 
(72 Stat. 276) is amended to read as follows: “That for the fiscal year ending 
June 30, 1959, not to exceed $80,000,000, and for the fiscal year ending June 30, 
1960, not to exceed $85,000,000, and for the fiscal year ending June 30, 1961, not 
to exceed $90,000,000, of the funds of the Commodity Credit Corporation shall be 
used to increase the consumption of fluid milk by children (1) in nonprofit 
schools of high school grade and under; and (2) in nonprofit nursery schools, 
child care centers, settlement houses, summer camps, and similar nonprofit insti- 
tutions devoted to the care and training of children.” 


[| H.R. 5604, 86th Cong., Ist sess.] 


A BILL To increase the authorized maximum expenditure for the fiscal years 1959, 1960, 
and 1961 under the special milk program 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the first sentence of Public Law 85-478 
(72 Stat. 276) is amended to read as follows: “That for the fiscal year beginning 
July 1, 1958, not to exceed $80,000,000, and for each of the two fiscal years there- 
after, not to exceed $85,000,000, of the funds of the Commodity Credit Corpora- 
tion shall be used to increase the consumption of fluid milk by children (1) in 
nonprofit schools of high school grade and under; and (2) in nonprofit nursery 
schools, child care centers, settlement houses, summer camps, and similar non- 
profit institutions devoted to the care and training of children.” 
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[H.R. 5613, 86th Cong., 1st sess.] 
A BILL To increase and extend the special milk program for children 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the first sentence of Public Law 85-478 
(72 Stat. 276) is amended to read as follows: “That for the fiscal year ending 
June 30, 1959, not to exceed $80,000,000, and for the fiscal year ending June 30, 
1960, not to exceed $85,000,000, and for the fiscal year ending June 30, 1961, 
not to exceed $90,000,000, of the funds of the Commodity Credit Corporation 
shall be used to increase the consumption of fluid milk by children (1) in non- 
profit schools of high school grade and under; and (2) in nonprofit nursery 
schools, child care centers, settlement houses, summer camps, and similar non- 
profit institutions devoted to the care and training of children.” 





(H.R. 3197, 86th Cong., 1st sess.] 
A BILL To increase and extend the special milk program for children 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the first sentence of Public Law 85-478 
(72 Stat. 276) is amended to read as follows: “That for the fiscal year ending 
June 30, 1959, not to exceed $75,000,000, and for each fiscal year thereafter not to 
exceed $85,000,000, of the funds of the Commodity Credit Corporation shall be 
used to increase the consumption of fluid milk by children (1) in nonprofit 
schools of high-school grade and under; and (2) in nonprofit nursery schools, 
child-care centers, settlement houses, summer camps, and similar nonprofit in- 
stitutions devoted to the care and training of children.” 


The Cuarmman. The chairman would like to recognize a former 
distinguished member of our committee, Mr. Anfuso of New York. 
Glad to have you with us. 


STATEMENT OF HON. VICTOR L. ANFUSO, A REPRESENTATIVE IN 
CONGRESS FROM THE EIGHTH CONGRESSIONAL DISTRICT OF 
’ THE STATE OF NEW YORK 


Mr. Anruso. Thank you very much. . 
Mr. Chairman and members of the committee, I am sure I need not 


take the committee’s time to describe the pleasure I am enjoying by | 


once again meeting with the House Agriculture Committee. 

My associations as a member of this committee in the past are among 
my fondest memories and I might say I shall cherish the frend 
which I have made here as long as I live. Keep my chair warm, Mr. 
Chairman, for I shall return. 

I come before you today to discuss a subject in which I have had 
a deep interest for several years and one that I supported as a men- 
ber of this committee. This is the special milk program for children. 
The fact that the leadership for establishing this program in 1954 


came from this committee will be a lasting tribute to the committee | 


and its members. 


The record of this program over the past 4 years has certainly sub- 


stantiated the interest and support the program has received from the 
committee and the Congress. We have in this milk program a trul 
cooperative project among not only government and school offici 
at various levels but between farm and nonfarm segments of our popu- 
lation. One need refer only to the bare statistical reports on this pro- 
gram to see that it has been tremendously ene nationally. I 
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understand that there are some 80,000 schools, child-care centers, sum- 
mer camps, and other institutions devoted to training of children 
that are participating in this program. I further understand that if 
the program continues the remainder of this year at the level antici- 
pated by the various States something over 2 billion one-half pints 
of milk will be served under the program. =—_— 

In my own city of New arty 0 authorities responsible for pro- 

m administration tell me that approximately 500,000 children 
are benefiting from the milk made available under the program. The 
nutritional benefits from the program in my own city can best be de- 
scribed by a development within the schools which provides early 
morning milk services to children, thereby providing these youngsters 
with additional protein and minerals at a time when these nutrients are 
most needed. This not only helps the children get off to a better start 
on the school day, but certainly compensates for diet inadequacy in 
those instances where children come to school without having had 
breakfast or having had an incomplete breakfast. 

A curtailment in this program can only result in depriving young- 
sters of this fine food and directly affecting the cost to our omnes 
by requiring the Government to purchase milk not consumed by these 
children and storing this milk in the form of butter, cheese, and non- 
fat powder. Need I say more. ; 

In my own city a curtailment could mean the discontinuance of a 
service of one-third quarts of milk in our schools and a return to the 
service of one-half pints of milk. This, of course, would bring about 
an immediate decrease in the amount of milk being consumed by these 
children at their luncheon period. 

Like every member of this committee, I am sure, I favor and support 
economy in the use of Federal funds whenever and wherever such 
economy can be effected without jeopardizing our people or by falsely 
assuming economies that actually could not be realized as in the case 
we are discussing this morning. I, therefore, urge the committee to 
continue its role of leadership, not only in taking the interest of the 
farmer, but of the consumer as well, by supporting proposals which 
would assure the various States and our children that adequate financ- 
ing will be made available to accomplish the very worthwhile objectives 
of the program. 

I should think that a proposal which would authorize an additional 


. $5 million for the current year’s operations and $85 million for the next 


fiscal year and $90 million for the 1961 fiscal year would give us this 
assurance. 

May I conclude by saying, Mr. Chairman, that you as chairman of 
this committee should be congratulated for establishing for the first 
time in the history of Congress a Consumer Committee which worked 
effectively during the time that I had the very great pleasure and honor 
to serve under you. Thank you very much. 

The Cruamman. Thank you very much, Mr. Anfuso. I have a com- 
munication received from Mr. John A. Baker, of the Farmers Union, 
and [I will ask that it be included in the record at this point. 

Also, a letter from Congressman Lipscomb enclosing a letter from 
W. H. Stabler, of Arden Farms, of Los Angeles, Calif., which, also, 
will be made a part of the record, 


38964—5 9——_2 
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(The letters referred to are as follows :) ti 
CONGRESS OF THE UNITED STATES, | 
HoOvusE OF REPRESENTATIVES, U 
Washington, D.C., March 14, 1959, al 
Hon. Harorp D. Coo.ey, DI 
Chairman, House Agriculture Committee, bi 
1310 House Office Building, Washington, D.C. ac 
DeaR Mr. CHAIRMAN: Enclosed for your information is a copy of a letter 
received from Mr. W. H. Stabler, Arden Farms Co., 1900 West Slauson Avenue, pl 
Los Angeles, Calif., with reference to the shortage of funds under the school m 
milk program. I would greatly appreciate your considering Mr. Stabler’s re fo 
marks in connection with legislation on this matter pending before the com- 
mittee, on which, I understand, hearings are to be held March 17. n¢ 
Sincerely yours, se 
GLENARD P. LIPSCOMB, i th 
Member of Congress. | ut 
ARDEN Farms Co., 
Los Angeles, Calif., March 6, 1959, 
Hon. GLENARD P. LIPscoMB, 

House Office Building, Washington, D.C. ne 
Dear Sir: In 1958 the Congress extended the school milk program for 3 a 
years commencing July 1 of that year. The expenditure of $75 million annually he 
from the funds of the Commodity Credit Corporation was authorized to finance M 
the program. Of this amount the 1958-59 allocation for the State of California re 

was $6,781,409. 
The special school lunch program here in California has been outstandingly G 


successful. For example, during the 1957-58 school year 293 million one-third 
quarts and one-half pints of milk were used by the California schools under 
the program. However, we are now faced with a very serious situation. At 
the current rate of expenditure for this program the California 1958-59 allo- S7 
cation will be exhausted in the early part of May of this year. The agreements 
with the California schools require that 10 days’ notice be given before their 
eancellation becomes effective. The California State Department of Education 
has now advised that unless assurance of the availability of additional funds 
for the 1958-59 school year is given it will be necessary to discontinue the pro- 
gram. Notice of such discontinuance will be given on or about April 24, 1959, 





Inquiry reveals that to finance the program here in California for the balance to 
of the 1958-59 school year an additional allocation of $1,110,880 will be re As 
quired. The school milk program has received the unanimous endorsement in 
of all interested parties. As one who is vitally interested in our State and 
in the health and welfare of our children, I am sure that you can appreciate mM 
that it would be a great tragedy if it becomes necessary to discontinue a program 34 
as important as this one. ; tio 
I, therefore, earnestly urge you, in conjunction with your fellow Congressman, 
to exercise your best efforts toward securing the additional required allocation. the 
Information concerning the program may be secured from Mr. Martin Garber, ¥ 
director of food distribution program, Agricultural Marketing Service, U.S. $3, 
Department of Agriculture, Washington, D.C. th 
I know that at this time you are concerned with many problems, both do de! 
mestic and foreign, but I cannot conceive of any program which is more deserving est 
of your immediate attention than this one. May I hear from you at your | 
earliest convenience. ' en) 
Very truly yours, yo 
W. H. STaster. j 
ml 
NATIONAL FARMERS UNION, alr 
LEGISLATIVE SERVICES, tio 
Washington, D.C., March 16, 1959. tel 
Hon. Harorp D. Cootry, 
Chairman, House Commitee on Agriculture, In 
New House Office Building, Washington, D.C. Sur 
DEAR CONGRESSMAN CooLey: Owing to the concurrence this week of the Na- are 


tional Farmers Union Convention at Springfield, Ill., our legislative representa- 
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| tives are unable to respond to your invitation to appear personally at the March 
| 17 hearing of your committee with respect to H.R. 5247 and H.R. 5248. 
We take this opportunity, therefore, to declare for the record that Farmers. 
Union supports these bills. The first bill, by adding $5 million to the original 


9. authorization, will ensure that the special milk program can be continued at its, 
present rate through June 30 this year. As a preferable alternative, the second 
pill not only would prevent a cutback during the current fiscal year, but would 
add $10 million in each of the 2 following fiscal years. Ot 

etter Along with the school lunch, Farmers Union regards the special school milk 

nue, program as of highest priority among our food distribution plans. It is funda- 

‘hool mental to fulfillment of our objective that no person shall lack the food needed 

3 Te for adequate nutrition. 


com- | In expressing our support of the aforementioned bills, however, we wish to 
' note that even now, with nearly 22 million U.S. schoolchildren participating, 
| gearcely one-half of the Nation’s schoolchildren are as yet being reached under 
the School Lunch Act and special milk programs. With increased funds, milk 
ss, | utilization at eligible nonprofit summer camps can also be expanded. 
Sincerely, 
JoHun A. Baxer, Director. 


59, The Cuatrman. Are any of the authors of the bills pending 
now present? Are there any others present who would care to make 
a statement? I would like to recognize any other authors who are 


“a here—Mr. Johnson, Mr. Kastenmeier, Mr. Langen, Mr. McGovern, 
ance Mr. Nelsen, Mr. Quie, and Mr. Anderson of Minnesota. The Chair 
yrnia recognizes Mr. Johnson of Wisconsin. 
| Mr. Jounson. I would like to make a few remarks prior to Mr. 
= Gunderson because I wish to introduce him. Is that permissible? 
nder The CuarrMan. Yes, sir. 

At 


allo- STATEMENT OF HON. LESTER R. JOHNSON, A REPRESENTATIVE IN 


1ents 


their CONGRESS FROM THE NINTH CONGRESSIONAL DISTRICT OF THE 
wes STATE OF WISCONSIN 

toga Mr. Jounson. Mr. Chairman and members of the committee, I want 
lanes to thank you for your promptness in scheduling hearings by the full 
ere Agriculture Committee on my bills, H.R. 5247 and H.R. 5248, to 
ment = increase the funds for the special milk program for schools and sum- 
ae mercamps. The urgency of the situation is illustrated by the fact that 


vram | 4 States and the District of Columbia will be forced to curtail opera- 
| tions in this field unless additional funds are authorized soon. 


man, According to a survey made by the U.S. Department of Agriculture, 
— the total deficit for the fiscal year ending June 30, 1959, would be 
us $8,378,569 if the program were carried on at the current level until 


the end of that time. My home State of Wisconsin has an indicated 
h do- deficit of $102,097. California will fall $680,936 short of meeting its 
rving —_ estimated milk fund needs. As our population increases, the school 
your; enrollment naturally keeps going up. These health programs for our 

young people must be expanded to keep pace with that growth. 

ER. Last June, Congress authorized a 3-year extension of the special 
milk program with an annual authorization of $75 million. This is 
already proving insufficient. And unless we increase the authoriza- 
tion soon, those 37 States and the District of Columbia will have to 
tell their schools to cut down the milk supply to children who need it. 
In addition, the uncertainty over funds will seriously hamper the 
summer camp milk program, for now is the time when camp managers 


2Na are making their food plans for the coming season. 
enta- 


159. 
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On March 4, I introduced two bills in the House of Representa- 
tives that would increase the amount of Commodity Credit Corpora- 


tion funds which could be used for the special milk program. My | 


first bill—H.R. 5247—proposes that the authorization for the pro 
for the fiscal year ending June 30, 1959, be increased from $75 million 
to $80 million. The second bill—H.R. 5248—provides for future 
expansion of the program as well as a temporary increase for fiscal 
1959. Under the provisions of this bill, $80 million would be 
authorized to carry the program through this fiscal year, and the 
funds would be increased to $85 million for both 1960 and 1961. 

I have just received a telegram from R. W. Fenske, superintendent 
of schools at Wisconsin Dells, Wis. Hesaid: 


Anything you can do to assure passage of these bills will be appreciated, 


He and other educators know that the special milk program is one of 
the most successful programs of the U.S. Department of Agriculture, 
If adequate funds are available, over 2 billion half-pints of milk will 
be consumed under the plan. Added to the 2 billion half-pints used 
in the school lunch program, this represents about 3.5 percent of all 
the fluid milk consumed by our nonfarm population. Around 80,000 
schools are taking part in the milk program, and about 22 million 
children are drinking milk at school either under the school lunch 
program or at recess breaks as part of the special milk plan. 

The 80,000 school figure does not include the summer camps usin, 
the program. If you recall, I introduced the bill to extend the specia 
milk program to the summer camps and it became a law in 1956. The 
following year, 2,220 camps participated. In 1958, the number in- 
creased to 3,026. I would like to see this worthwhile program continue 
to expand, but it will not—it cannot—unless enough funds are made 
available. 

Frankly, I can think of no finer investment than one which insures 
that this country’s children continue to receive the full benefits of 
the special milk program. Few responsible citizens will quarrel with 
the idea that the kids of this country are entitled to an adequate 
supply of the world’s most complete food—milk. It seems to me that 
it is far better to use Commodity Credit Corporation funds to en- 
courage children to drink more milk than to use the money to buy 
surplus butter, cheese, and dry milk. When it comes right down to it, 
that’s the choice we are facing—more money for the special milk 
program or more price-support purchases of dairy products. 

Although the funds for the special milk program come under the 
U.S. Department of Agriculture budget, I don’t feel it’s fair to charge 





the cost of the program to the farmers. This is one of the farm pro- | 
grams which does as much good for city folks as it does for the | 


farmer. That’s why the cost of this humanitarian program should 
not be lumped with the cost of Government purchases of surplus food, 
as is now bait done. This kind of accounting presents an untrue 
picture of the expense of the price-support program, a picture which 
is grossly unfair to our farmers. 

Here to give you a firsthand report on the accomplishments and 
needs of the special milk program in Wisconsin is Gordon W. Gun- 
derson, administrative assistant to the Wisconsin State Super- 
intendent of Public Instruction. 


| 





ra- 
ly 
um 
on 
re 
cal 


the 


ant 


res 


ith 
ate 
hat 


uy 


it, 


ilk 


the 
rge 
ro- 


the | 


uld 
od, 
rue 
ich 


und 
un- 
yer- 


SCHOOL MILK PROGRAM 9 


Mr. Gunderson is a native of Colfax, Wis., which is in my home dis- 
trict, the ninth. He has a long and outstanding record of public 
service to the people of our State. During the depression of the 
1930’s, he served as director of the Wisconsin Home and Farm 
Credit Administration, which undertook a special program of re- 
Sueting farm and home loans in order to put an end to the wide- 
spread foreclosures then taking place. After this emergency was 
over, Mr. Gunderson, as a State representative of the U.S. Depart- 
ment of Agriculture, helped establish the school lunch program in 
Wisconsin. During World War II, he served as State director of the 
War Food Administration and had under his direction the adminis- 
tration of all war food orders affecting food processing and so forth. 

With the transfer of school lunch activities ‘to the Department of 
Public Instruction in 1946, Mr. Gunderson was employed by that 
department to supervise the school lunch program in Wisconsin. Ap- 
proximately a year later, the U.S. Department of Agriculture turned 
over to the State the distribution of commodities to schools, and he 
took on this additional job. The special milk program in our State 
has been under his supervision since 1954. He is appearing before 
this committee today in behalf of the American School Food Service 
Association and the Wisconsin Department of Public Instruction. 

Mr. Chairman, I would like at this time to include in the record of 
this hearing a chart which shows the allocation by States of present 
funds for the special milk program, the estimated needs for the cur- 
rent fiscal year and the indicated deficit. 

Mr. Chairman, I wish to thank you and the members of the com- 
mittee for the time you have given me. 

I introduce to you Mr, Gunderson. 

(The tabulation and letter are as follows :) 
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Apportionment of funds, State estimated needs, and possible adjustment required, I 
fiscal year 1959 
L mS —<$<$<—_—_————__—_—. ] 
| | Apportion- | Total appor- | State | Possible : } 
Current | ment of tionment | estimated adjust- s 
division of | $4,000,000 | offunds, | needs for mentre | 
Administrative unit funds! | reserve! fiscal year | fiscal year quired 
| 1959 19592 | 
(1) (2 (3) (4) (5) 
STATE AGENCIES 
BR ONNRL. Jocnni cc cte cee , ‘ --| $1,014, 601 $61, 009 $1, 075, 6 $1, 005, 6 $20, 070 
Alaska ie i ieeebetas 16, 700 1,015 17.7 960 2 
Arizona _ _- - Sennen 306, 580 19, 453 326, 31, 190 y 
Arkansas. -.--..-.-- veneree a | 604, 970 36, 569 641, 16, 588 
Camnenia. .....--6+.-.- ; 6, 781, 409 429, 944 7, 211, 35: 680, 936 
Colorado 31, 747 513, 697 77, 635 S 
Connecticut 45, 954 769, 73, 641 | 
Delaware ; 10, 585 177, 535 17, 200 
Delaware State Hospital 14, % ae 
District of Columbia ithe 21,778 380, ! 12, 164 
a ak fi, 096 1, 104 i, 109, 850 
Georgia ; : 944, 416 56, O88 1, 000, 1, 1,000 
Hawaii______- 128, 607 4, 554 183,161 | 188,161 |....c40ne 
Idaho___ | 157, 748 10, 098 167, 18, 256 
Illinois 5, 388, 255 305, 842 5, 694, 5, cs b 
Indiana 1, 609, O88 99, 562 1, 708 1, 100, 968 
Iowa i eidiaiaa 1, 352, 78, 954 1, 431 A. A J 
Kansas sa 757, 46, O70 803, 27, 103 S 
Kentucky - -- . ; 1, 137, 68, 906 1, 206, l, 35, 204 “ 
Louisiana ‘ 47 470) bs m 
Maine... 24; 14, 672 256, 7, 523 
Maryland 1, 135, 230 70, 824 1, 206 by 85, 77 2) 
Maryland Department of Budget and 
Procurement. . 22, 163 3, 137 25, 300 S 
Massachusetts... 2, 698, 262 155, 680 2, 853,942 | 2, w3 Pp 
Michigan__.- 3, 393, 352 205, 736 3, 599, 088 3, 107, 575 
Minnesota : 1, 673, 139 53, 584 1 : 
Mississippi 903, 503 56, 190 1, 64, 052 W 
Missouri 1, 912, 233 114, 596 2, 2, 27, 605 
Montana 124, 691 5, 085 lu 
Nebraska... 336, 569 19, 973 <1 
Nevada ____ 51, 182 3, 181 3 ial Jc 
New Hampshire 186, 245 11, 209 3,423 
New Jersey --.- 1, 545, 980 107, 485 1, 65: 2, 390, 086 
New Mexico---_-- 313, 266 19, 768 ‘ 28, 900 ay 
New York.-. : 8, 395, 800 506, 459 8, § 9, 202, 707 
New York Division Standards and pur- m 
chasing__ is 138, 500 1, 428 139, 928 
North Carolina___- 1, 192, 412 71, 701 1,264,113} 1 2 94 mi 
North Dakota 180, 652 11, 598 192, 250 22. 126 th 
Ohio 3, 516, 999 217, 586 3, 734, 585 3 219, 632 
Ohio Department of Public Welfare 27, 485 127, 485 
Oklahoma 785, 057 47, 235 832, 292 15, 633 
Oregon __ 440, 484 26, 990 467,474 21, 202 
Pennsylvania___- 5 2, 817, 892 180, 524 2, 998, 416 3, 327 329, 052 m: 
Rhode Island_--- 288, 414 18, 390 ’ 31, 079! | 
South Carolina ; 433, 497 27, 592 46, 281 
South Carolina Dairy Commission 66, 338 
South Dakota 314, 114 6, 090 
Tennessee 1, 475, 871 60, 767 ] 
Tennessee Department of Agriculture 18, 665 op 
Texas. _ 2, 088, 902 126, 377 z, 59, 431 be; 
Utah. 155, 619 } 
Utah Department of Public Welfare 7,175 ; the 
Vermont. _- 143, 640 335 3, 7 
Virginia 1, 221; 283 73, 042 1, 294) ; 1,3 13, 650 pr 
Washington__. 1, 038, 736 62, 992 1,110,728 | 1 32, 802 ; 
West Virginia... 362, 280 3, 633 365, 913 ' 
Wisconsin 1, 987, 557 122, 076 2,109,633 | 2 102, 097 on! 
Wyoming--_. 137, 988 8, 204 146, 102 146, 67 576 mi 
Total 65, 329, 588 | 3, 808, 38: 69, 137, 97 72, 198, 230 3, 060, 250 
Total _- 5, 329, , , 383 , 137, 971 , 198, 3, 080, 28 car 
AREA OFFICES ® 
Northeast - .- 52, 165 A6, F88 908, 753 1, O58, 340 | 149, 587 hal 
Southeast _- . ‘ 5 22, 349 391, 896 402, O82 10, 186 7 
Midwest_ -_- 166, 533 2, 880,270 | 3,015,916 135, 646 4 
Southwest 630, 418 630, 418 we 
West_- 22, 227 359, 592 382, 483 N 
Total... 267, 697 5, 170, 929 5, 489, 239 | a 





Grand total 4, 076, O80 474, 308,900 | 77, 687, 469 





1 Division of funds reflects adjustments made, following the February survey, to release funds from those 
State agencies which indicated that needs were less than previously scheduled payments cul 
2 Estimates received in late February 1959, based on actual expenditures through December 1958. 
3 For program needs in schools and child-care institutions where program is not administered by a State agency 
4 Exclusive of funds reserved for Federal operating expenses. 
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GARDEN State MILK CouNcIL, 
March 18, 1959. 
Hon. LESTER JOHNSON : 

Speaking for both the New Jersey Dairymen’s Council and the Garden State 
Milk Council as chairman of their school milk programs we hope you will be 
successful in your efforts on the 17th in securing the necessary funds, 

Milk should be stored in children’s stomachs instead of warehouses. 


Very truly yours, 
. W. M. Noutton, Jr. 


The Cuamman. Thank you very much, Mr. Johnson. We are very 
glad to have you with us, Mr. Gunderson, and we will be glad to hear 
you now. 


STATEMENT OF GORDON W. GUNDERSON, ADMINISTRATIVE ASSIST- 
ANT TO THE WISCONSIN STATE SUPERINTENDENT OF PUBLIC 
INSTRUCTION 


Mr. Gunperson. I sincerely appreciate this opportunity to appear 
before you and testify concerning the special milk program. As Mr. 
Johnson has stated, I am here today representing the American School 
Service Association which is a national organization of some 16,000 
members composed of State directors of school lunch and milk pro- 
grams, and school administrators, county and district school lunch 
supervisors, and managers and cooks of individual school lunch 
programs. ; 

I am, also, representing the Department of Public Instruction of 
Wisconsin where I am directly in charge of the supervision of school 
lunch special milk and commodity distribution programs, as Mr. 
Johnson has stated. 

I prepared a written statement for this committee and have copies 
available for each of the members. With your permission, Mr. Chair- 
man, I should like to dispense with the reading of the statement, and 
merely comment on some of its highlights and to talk concerning 
the special milk program issues as I see them. 

The CuHarrMAn. You may proceed in your own way. 

Mr. Gunperson. I should like to have my statement entered as a 
matter of record. 

The CuamrMan. Your statement will be in the record. 

Mr. Gunperson. The special milk program is in its fifth year of 
operation. In September of 1954 the public schools at Lodi, Wis., 
began serving special milk to 530 pupils. It was the first school in 
the Nation to actually start operations under the experiment of this 
program. 

Since that time there has been a continuous and steady growth not 
only in Wisconsin but nationally, until last year nationally over 19 
million children in 76,000 schools and child care centers and child 
care institutions participated in the program, with over 1.9 billion 
half pints of milk being consumed. 

Now at the outset of this program in 1954 and through 1956, there 
were at least a dozen experiments conducted in as many States of the 
Nation to find out what might deter the expansion of this program, 
what might hinder the consumtpion of milk co schoolchildren. 

We tried to find new ways of serving milk, to overcome any diffi- 
culties to the end that this program might expand just as rapidly as 
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possible and as much milk as possible might be consumed in our 
schools. 

The experiments included use of various container sizes, serving of 
flavored milk. 

In Wisconsin we participated in the experiment concerning varions 
levels of price reductions to determine iat effect this might have on 
participation in our schools. 

All of these studies were conducted in cooperation with the U.S, 
Department of Agriculture and the projects were federally financed, 

ur findings and recommendations of these studies were published 
by the U.S. Department of Agriculture and were made available to 
all of the directors of the special milk programs and all of the States 
in order that they might have the benefit of this information and put 


it into operation, and here again to expand the lunch program as | 


rapidly and as fully as possible. 

This then appears to us out in the States to be the policy of the 
Department of Agriculture and we accepted it at its face value. We 
enlisted the support of farm organizations, milk distributors of na- 


ee meme 


tional and State and local agencies concerned with the health and wel- | 


fare of children, parent-teacher associations and so forth, to cooperate 
with us in expanding this program to all of our schools, if possible 
and at as rapid a rate as possible to keep our children drinking milk 
and to increase consumption throughout our school system. And 
with that united effort the program has expanded to the point where 
it now appears that we will be running short of funds in the current 
year unless additional funds are made available. 

This past year in Wisconsin we approved 131 new schools for par- 
ticipation in this program, and nationally according to the informa- 
tion I have over 7,000 new schools entered the program. 

And as Mr. Johnson has stated, the information published by the 
U.S. Department of Agriculture now shows that 38 States will suffer 
a deficit of over $3 million and four of the five area offices of the 
USDA will have a deficit of over $318,000 unless additional funds 
are made available to carry out the contractual commitments for the 
current year. 

Now what would be the effect in the States in running into this 


deficit? A State administrator would have to take one or more of | 


these attitudes: He would have to reduce the rates of reimbursement 
to a point which would enable him to continue payment at some rate 
to the end of the year or he would continue at the full rate of payment 
until the funds were exhausted and then terminate all contracts. He 
would certainly have to reject all new applications and I might state 


new applications will continue to be received in our State even at this, 


late season in the school year. 


It appears to me that he would have to curtail or eliminate com- 


pletely participation by summer camps for children. 

What in turn would be the effect of any of these actions or com- 
bination of them on the school milk program not only for this year 
but for succeeding years? 

As I see it, the major effect would be first of all an immediate re 
duction in milk consumption. In our Wisconsin experiment it was 
clearly shown that we got the greatest increase in consumption 
children, the greatest participation where the price to the children 
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was reduced by at least 50 percent. If there were to be a reduction 
in rate of reimbursement now it appears to me that the price to the 
children would be increased to a point where we could expect a very 
ready and a very definite reduction in milk consumption. 

Secondly, I fear there would be a total exclusion or a sharply 
reduced consumption by children from low-income families. The 
experiments or studies which were conducted in St. Louis in 1955-56 
showed that when the Federal reimbursement was applied toward 
the reduction of prices of milk to children the pupils in the low-income 
district increased consumption by 171 percent. The pupils in the 
medium-income district increased consumption by 157 percent. And 
the increase by pupils in the high-income areas was only 44 percent. 
I think this shows clearly that the greatest effect of price reduction 
is in the low-income areas. In Wisconsin, as I have stated before, 
we found that the greatest increase in participation came at the level 
where the price to the child was reduced by at least 50 percent. 

Now certainly, any form of curtailment of this program would act 
as a deterrent to schools in entering into contracts next year. I doubt 
seriously that any new schools would even want to apply, facing the 
possibility of being cut off or having reimbursement rates again 
curtailed, reduced before the end of the year. And as I see it, too, 
any reduction in rates of reimbursement would have to be in the terms 
of the whole cent, 1 cent, 2 cents, 3 cents, depending upon the deficit 
which the individual State would be required to make up. Now, 
this reduction would have to be passed on to the child; he would have 
to be expected to pick up this additional payment resulting, I believe, 
in a direct reduction in consumption and probably elimination from 
participation in the program completely. 

Because a 1-cent reduction in a rate of 3 cents reimbursement would 
mean a 3314-percent reduction in the reimbursement rate. That is a 
serious matter. School lunch programs where the reimbursement rate 
is 4 cents, it would amount to a 25-percent reduction. 

And according to experiments that have been conducted, I feel that 
this is significant enough to force children out of the program. School 
boards and school administrators react pretty sharply to actions of 
this kind at this time of the year. The current reimbursement rates 
have been in effect now for over 4 years. The programs have been 
planned, budgets determined last summer, and school administrators, 
school districts are now planning to operate through the year on those 
budgets. Schools have purchased equipment with which to carry 
on the milk service and much of that equipment has been bought on 
time payments. We expect part of the money from the children and 
part of the reimbursement rate to cover the payments of this equip- 
ment and they are relying upon this established subsidy to carry them 
through the year. Therefore, I feel that any even minimum adjust- 
ment. downward now in rates or a curtailment of the program com- 
letely would spell disaster not only for the remainder of this year 
ut for the years that lie ahead. And this is at a time when we are 
far from serving half-pints of milk to every schoolchild in enroll- 
ment. We are not facing only the increased enrollment in the years 
to come; we haven't yet reached all of the children now attending 
school with one-half pints of milk. 

The CHarrMan. May 1 interrupt you there and state that yesterday 
[ learned we only reach about 50 percent of the children. 
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Mr. Gunperson. That is correct, sir. 

The Cuairman,. Only 50 percent. 

Mr. Gunperson. That is correct, sir. Now, Mr. Chairman, this 
program has been extremely interesting to me; it has been fascinating; 
it has been challenging. a I tried to visualize from time to time 
what these millions of half-pints of milk that these children have 
been drinking actually look like. I sometimes use the phraseology in 
talking to people in my State that it certainly would be enough to 
float a battleship but even that does not present a very clear picture, 
So I put it in the terms of manufactured dairy products and it 
brought to me a little clearer picture of what is taking place. So] 
have talked with the director of our department of agriculture, 
back in Wisconsin, and I learned that from 100 pounds of milk we 
could usually expect to get 4.2 pounds of butter, plus 814 pounds of 
nonfat dry milk solids, or we would get about 9 pounds of American 
cheese. Now converting this 1.9 billion half-pints of milk that the 
children drank last year into butter, for example, we would get 
over 43 million pounds of butter and over 72 million pounds of non- 
fat dry milk solids or, if it had been made into cheese, we would have 
gotten over 92 million pounds of American cheese. 

Then I stopped to wonder whether or not our schoolchildren 
could have eaten this additional butter and cheese and powdered 
milk." And I am obliged to come to the conclusion that they could 
not have done so because they already get all they need in consumer 
programs from donations from surplus stocks now owned by the Govy- 
ernment. Further consumption then would not have been possible, 
And I might say here, too, that the special milk program offers an 
opportunity for schools that do not have the physical facilities of 
coming into the school lunch program to participate in this health- 
giving program, the special milk program. Many schools would like 
to get into the school lunch but they need to find funds first, remodel 
or add to their buildings and to provide facilities for carrying on the 
lunch program. In the meantime, they are enjoying the benefits of 
the school milk program. 

So from all viewpoints, Mr. Chairman, we would support the propo- 
sition that the necessary funds be made available to continue the 
special milk program at full capacity and at full rates of reimburse- 
ment to the end of this year and for the few years that lie ahead 
which have been provided for in legislation. 

We are, therefore, supporting the bills now pending in this com- 
mittee which would make such a program possible. I thank you, Mr. 
Chairman, for your courteous and kind attention and for the time 
you have given me to testify before this committee. 

(The prepared paper is as follows :) 


STATEMENT OF GORDON W. GUNDERSON ON THE SPECIAL MILK PROGRAM 


I greatly appreciate the opportunity to testify before this committee on behalf 
of the special milk program. 

I am here today representing the American School Food Service Association, 
an organization of some 16,000 members including State school lunch directors, 
county and district school lunch supervisors and managers of individual school 
lunch programs. I am also representing the Wisconsin Department of Publie 
Instruction. In this department, I am the supervisor of the school lunch, special 
milk and commodity distributing program. 
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The special milk program is now drawing to the close of its fifth year of 
operation. From the time that Lodi, Wis., the first school in the Nation to 
begin the operation of the program, served special school milk to its 530 pupils 
in September of 1954, there has been a steady growth at an ever-increasing rate 
to reach a total of more than 19 million children in 76,000 schools and child-care 
institutions and a consumption of more than 1.9 billion half-pints of milk in 
1958. This astounding achievement is in line with the objectives desired at the 
time of the enactment of the legislation and all through the 5-year period, even 
up to the present time. 

During the 1954-55 school year numerous federally financed research projects 
were undertaken in many of the States to discover problems which might hinder 
the rapid and extensive expansion of the program and to explore new and more 
effective ways of increasing milk consumption in schools. These projects in- 
cluded experiments concerning effect of new times of service in schools; milk 
handling practices and temperature controls; use of milk vending machines; 
use of container sizes other than the usual one-half pint; the serving of flavored 
milk; and the effect of various levels of price reduction. In Wisconsin we 
cooperated in the study of price reduction. Other studies were undertaken 
in at least 11 other States. The data which was gathered was published by the 
U.S. Department of Agriculture and submitted to all of the State agencies ad- 
ministering the special milk program in order that they might take advantage 
of any new or improved ideas in milk service to the end that there might be 
a rapid gain in milk consumption throughout the Nation. In its preface to the 
“Service Guide for States,” dated February 1959, the U.S. Department of Agri- 
culture has stated: 

“The Department of Agriculture believes that a many-sided approach is neces- 
sary to realize the potentialities of the program. It hopes that the program 
will: (1) Make the service of milk possible to schools or eligible child-care 
institutions not now serving milk; (2) encourage a larger percentage of chil- 
dren to drink milk in those schools and child-care institutions where milk is 
now available; and (3) offer an opportunity to those children now drinking 
milk, to drink more milk, if they so desire. 

‘Reimbursement funds available under the special milk program will make 
possible reductions in the price at which milk is offered to children and enable 
schools and institutions to make more milk available for consumption by chil- 
dren * * *, The Department recognizes that a price reduction is but one of 
several ways in which increased milk consumption can be encouraged; other 
ways include the establishment of new times for and their method of serving 
milk, and continuing efforts to better acquaint children with the importance of 
drinking adequate amounts of milk. Planning for increased efforts along these 
lines necessarily must rest largely in the hands of interested State and local 
groups * * *, The special milk program provides another opportunity to assist 
in local efforts to improve the diets and health of children.” 

It is evident that this has consistently been the policy of the U.S. Department 
of Agriculture since the foregoing quotations are almost word for word identical 
with those in the preface to the Service Guide issue in November 1956. State 
agencies having the responsibility for the administration of the program have 
accepted this policy at its face value. They have sought and have obtained the 
cooperation and services of farm organizations, milk distributors and national, 
State, and local agencies and organizations concerned with the health and wel- 
fare of children. These united efforts have made possible the expansion of the 
program to the point where it appears that the funds available for the current 
fiscal year will not be adequate to meet obligations under the terms of the agree- 
ments which have been entered into with participating schools. Im Wisconsin 
we have approved 131 new applications during the current school year. On the 
national basis, the increase is approximately 7,000 schools over last year. 

In the division of Federal funds among the States for the financing of the pro- 
gram for the current year, the U.S. Department of Agriculture has set aside a 
reserve for each State equivalent to 112 percent of the State’s estimated expendi- 
ture during fiscal year 1958. Any funds needed by an individual State in excess 
of this reserve could be provided only to the extent to which funds could be 
recaptured from States not utilizing their full reserve. 

Information published by the U.S. Department of Agriculture shows that 38 
States indicate a deficit totaling $3,060,250. In addition, four of the five area 
offices of the U.S. Department of Agriculture indicate a deficit of $318,310. 
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What will be the effect of this shortage of funds in these States? The re. 
spective State agency will be obligated to take one or more of the following 
actions: 

1. Immediately reduce rates of reimbursement to all participating schools 
to a point which would enable the continuation of the program to the end of 
the school year; or 

2. Continue payments at the contractual rates until funds are exhausted 
and then terminate all contracts; 

3. Reject all new applications for participation for the remainder of the 
school term ; 

4. Curtail or eliminate completely participation by summer camps for 
children. 

Certainly, any curtailment in the program before the end of the school term 
would have a devastating effect upon the program not only for the current year 
but for the years that lie ahead. The major effects would be: 

1. An immediate reduction in consumption of milk. 

The Wisconsin experiment concerning the effect of price reductions upon 
consumption of milk by schoolchildren proved conclusively that: 

(a) “The greater the price reduction, the greater was the increase in 
consumption. 

(bv) “Reduced prices resulted in increased numbers of children drinking 
milk in school. 

(c) “The increased milk consumption at school was new consumption, not 
the replacement of home consumption.” 

2. Total exclusion from participation, or reduced consumption by children 
from low-income families. 

The St. Louis study conducted in 1955-56 showed that “pupils in elemen- 
tary schools serving low-income districts drank about 171 percent more milk, 
other than with meals, and students from the middle-income districts drank 
about 157 percent more during the 1955-56 school year than in the previous 
year * * *. Pupils in schools serving high-income districts increased their 
consumption by only 44 percent * * * the increase demonstrates a greater 
effect on those in the lower income school districts when price is reduced. 

3. Dissuasion from participation in the coming year. Whether or not 
any school faced with a reduction in reimbursement rate or cancellation of 
the contract at this time of the school year will even consider renewing its 
contract for the coming year without a guarantee of continuous payment 
at full rate throughout the year is problematical, to say the least. Certainly 
it will act as a serious deterrent to participation by new schools. 

The significance of the program becomes extremely interesting and vivid when 
we convert the millions of half pints of milk consumed into terms of butter, 
cheese, and powdered milk. Applying the formula that 100 pounds of 3.5-percent 
milk will produce 4.2 pounds of butter plus 8.5 pounds of nonfat dry milk solids, 
or 9 pounds of American cheese, we can readily determine that the more than 
1.9 billion half pints of milk consumed by our schoolchildren in the past fiscal 
year would have produced more than 48 million pounds of butter plus more 
than 72 million pounds of nonfat dry milk, or more than 92 million pounds of 
American cheese. I believe it is reasonable to assume further that much of 
this would have found its way into Government warehouses. But the addi- 
tional butter and powdered milk or American cheese would not have been eaten 
by American schoolchildren since they have already consumed these products 
from Government-donated stocks at a maximum rate. 

It appears to me, therefore, that we face the problem of providing additional 
funds with which to finance the special milk program or face the probably even 
greater problem of purchasing and disposing of additional surplus dairy 
products. 

We would support the proposition that the needed funds be made available 
for the continuation of the special milk program at full capacity and at full 
rate of reimbursement for the remainder of the current year and for the next 2 
years as a health-giving, sound economic program for all concerned. 

From an overall fiscal viewpoint, I think we should remember that the special 
milk program has not utilized the total funds made available in any previous 
year, so that in the aggregate the expenditure has been less than anticipated. 
The additional funds required for the current year, plus additional amounts 
for each of the next 2 years are authorizations and set maximum limits. Only 
to the extent that the program needs additional funds would CCC funds be 
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called upon. If full use of the authorized funds is not needed in the program, 
there would be no call on CCC for the funds. 

The Cuairman. Thank you very much, Mr. Gunderson. : 

Mr. Gunverson. If there are any questions, Mr. Chairman, I will 
be glad to try to answer them. 

The Cuarrman. Any questions? 

Mr. Jones of Missouri. What is the difference, if any, in the 
standards of the milk that is served in the various States in the school 
lunch program? I am referring to the standard of butterfat con- 
tent in the milk in the various States. Does that vary from State 
to State? 

Mr. Gunverson. It varies from State to State. And the legisla- 
tion provides that the milk shall meet the standards prescribed in 
the State. 

Mr. Jones of Missouri. What is the lowest butterfat content that 
is permitted in any State? What is the highest required ? 

Mr. Gunverson. I am sorry, sir, I don’t have that information. 
Some one from the Department of Agriculture might answer that. 
I don’t have that information myself. 

Mr. Jones of Missouri. The reason I ask that question is that I 
have always had the feeling—and this is not a feeling of animosity 
but I feel that the dairy people themselves have brought on a lot 
of the problems they have by taking from the milk the things that 
nature intended to be in there and that you are not getting the full 
food value of the milk being served due to the fact that somebody 
ulways is wanting to take something out and creating an additional 
product. Thank you, Mr. Chairman. 

The Cuatrman. Thank you, Mr. Gunderson. 

Mr. Gunperson. Thank you. 

The CuarrmMan. Mr. Hoeven. 

Mr. Horven. I note from your statement you have been doing 
some research regarding the use of milk vending machines and the 
flavored milk. What does your survey disclose as to the preference of 
schoolchildren for flavored milk over whole milk? Do they prefer 
chocolate milk ? 

Mr. Gunperson. We have not made the survey in our State but 
I have read the results of surveys made in other States and I can tell 
you that the offering of flavored milk and, particularly, chocolate 
milk does increase consumption. 

Mr. Horven. Is there a difference in the cost involved ? 

Mr. Gunperson. Usually, yes. Usually the chocolate milk costs 
more than the plain milk. 

Mr. Horven. That would not hold up the expansion of the program 
in your judgment ¢ 

Mr. GuNprrson. No, apparently it has expanded consumption in 
the schools where it has been offered. 

Mr. Horven. Thank you. 

Mr. Poacr. Who pays for that, the local people ? 

Mr. Gunperson. In some districts in our State the school district 
pays the difference between the cost of the milk and the reimburse- 
ment but ordinarily, the children pay for the difference. 

The Cuarrman. Thank you very much. 
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Mr. Coap. May I ask one question? In some of the chocolate milk 
that I have purchased and consumed myself, it is obvious to me some- 
thing besides chocolate is added to it. What is that? 


Mr. Gunperson. I think if you had a chocolate drink in place of [| = ° 
the chocolate milk, you might have had a filler in the milk. 

Mr. Coap. That which is contained in the grocery store, is that | > 
right ? ; 

Mr. Gunperson. There is quite a difference between chocolate milk | 5 
and chocolate drink. The legislation provides that in the milk pro- | 
gram we must have whole milk with chocolate flavoring added in t 
order to be eligible for reimbursement. Chocolate drink cannot be o 


served. Usually chocolate drink has a part of the butterfat drained 
out and then it is filled with other flavoring. 0 

Mr. Coan. Thank you. r & 

Mr. Tracue of California. I would like to have the record show 7 
that every Republican member of the committee is present because of E 
this great cause. The Republican Members of Congress have a great C 
interest in this program. 

The Cuairman. And in the schoolchildren as well. 

Mr. Tracue of California. Yes,sir. [ Laughter. | 

Mr. Avernetuy. Mr, Gunderson, I am interested in having this 
program being charged to the appropriate source. I think we are N 


making a terrible mistake year after year charging the operation of fi 
any program which is designed to improve the physical bodies of our b 
children to the Commodity Credit Corporation. Each year we re- 

ceive from the Department of Agriculture reports and a tremendous t] 
amount of publicity regarding the costs of the agricultural programs 

in general. Unfortunately, the American farmer is not in a very good 
standing today as a result of that publicity. They add up the cost of 

the various programs down there and charge them up to the price 7 
support program about which some of us are condemned. 

Don’t you think it is appropriate if we are going to continue this 
program even for 1 more year that it be charged up as a direct obli- = 
gation instead of the price support program as it is now charged? de 

Mr. Gunperson. I would be obliged to leave that to the wisdom of 
the Congress. But I certainly would have no quarrel with that pro- os 

osal. 
, Mr. AsernetHoy. Do you look upon it as a price stabilization 
program ? 

Mr. Gunperson. No, not completely. th 

Mr. Asernetuy. What do you mean, “not completely”? You testi- 
fied in behalf of the children. oe 

Mr. Gunperson. Yes. I think it is a combination of a health-givin M 
program, and at the same time you have certainly a drainoff of fluid 
milk which would otherwise go into the manufacture of dairy 4 
products. th 

Mr. Apernetuy. The school lunch program comes in the direct : 
appropriations. h 

Mr. Gunperson. Yes, sir. $ 

Mr. Apernetuy. Does it not ? oF 

Mr. Gunperson. Yes. 

Mr. Anernetuy. Why should not this come from the same source? yo 


Mr. Gunverson. It would be perfectly agreeable with me. 
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Mr. Apernerny. I am certainly glad to hear that. 

Mr. Bass. This committee would not handle it, if it was some- 
where else and we would not get credit for it. [Laughter.] _ 

Mr. Apernetuy. We are getting credit for numerous things, both 
bad ‘and good. : 

This is one program that I think ought to stand on its own feet and 

o to the Appropriations Committee just as the school lunch Fara 

oes instead of our charging it to the Commodity Credit Corpora- 
tion and subsequently seeing it in the columns of the newspapers as a 
cost of farm program. 

Your testimony is in support of the children. I for one am in favor 
of putting this program on the same basis as the school lunch pro- 
gram and taking it out of the stabilization operation because it has 
come to be accepted as a program for children which it should be. 
However, it shows in the balance sheet of the Commodity Credit 
Corporation as a farm program expense. 

Mr. Quire. Will you yield? 

Mr. ApernetTuy. Yes. 

Mr. Qui. Last year we made a change. 

Mr. AnernetHuy. We did not. These bills—It may be that we did. 
No, these bills provide they are not to exceed so many dollars of the 
funds of the Commodity Credit Corporation. That is what these 
bills provide. 

Mr. Quite. We still use the funds of the CCC but we don’t budget 
this as a price-supporting mechanism, as I understand it. 

Mr. Aspernetuy. It shows up in the cost balance sheet every year. 

Mr. Quiz. Not this year. 

Mr. Anernetuy. It has to. If they do not show it up there they 
are not recording it in the proper columns. 

Mr. Quite. This is a special item in the budget. 

The Cuamman. We have the gentlemen from the Department to 
explain the bookkeeping, I think. Thank you very much, Mr. Gun- 
derson. 

Mr. Gunverson. Thank you. 

The CHarrman. Is Mr. Jack Jackson of the National Grange 
present ? 

Mr. Jackson. Yes. 

The Cuarrman. I recognize Mr. Jackson. 

Mr. Anernetuy. May I have read into the record a correction on 
this matter? Public Law 85-478—that would be the last Congress, 
provided as follows: 

“Amounts expended hereunder and under”—under this program, 
Mr. Quie,—“and under the authority contained in the last sentence of 
section 201(c) of the Agricultural Act of 1949, as amended, shall not 
be considered as amounts expended for the purpose of carrying out 
the price-support program.” 

But the fact remains that the funds come out of the CCC and are 
charged as expenditures of the CCC which funds are available only 
or should be made available only for price support operations. 

The Cramean. All right. Mr. Jackson, we are glad to have 
you here and to hear from you. . 
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STATEMENT OF JACK JACKSON, DIRECTOR, PUBLIC RELATIONS, 











NATIONAL GRANGE c 
Mr. Jackson. Mr. Chairman and members of the committee, I am : 
Jack Jackson, director of public relations for the National Gr 
with headquarters at 744 Jackson Place, NW., Washington, D.C. n 
As a general farm organization, the Grange has a special interestin |, 
the special milk program for children. This interest stems from the 
fact that the number of Grange members involved in the production r 
of milk is greater than that of those involved in the production of a: 
any other single farm commodity. For this, and other reasons, we Ci 
appreciate this opportunity to appear before your committee in sup- C 
port of adequate financing of the special milk program for children— 
commonly referred to as the school milk program. i gf 
It has traditionally been a position of the National Grange, that re 
in seeking a solution to, or the alleviation of, problems relating to 
agriculture, we should strive for commodity programs which will: ir 
(a) Tend to raise farm income; t] 
(6) wherever possible, permit cooperative participation by e 
Federal, State and local agencies—and individual citizens; es 
(c) encourage the consumption of the commodity involved ; i; a 
(d) provide for effective use of commodities ; t} 
(€) prevent the accumulation of surpluses in the hands of 
Government; 
(7) reduce Government farm program cost; ir 
(g) restore to private industry the responsibility for the han- be 
dling and selling of farm commodities; and p 
(A) permit price to serve its proper function in the market- 
place. al 
The special milk program for children has made—and is now mak- ne 
ing—an effective contribution to each of these objectives. That is to o! 
say nothing of the humanitarian and the health aspects which have pi 
been referred to here. ‘st 
The program has helped reduce stocks in the hands of CCC. Thus, 
it has encouraged higher producer prices and increased producer ec 
income, ef 
It is based upon active cooperation between Federal, State, and local co 
governments—and individual citizens. 
The amount of milk consumed through the program has increased or 
substantially year after year. ni 
Fluid milk consumed a children is obviously used more effectively to 
than that permitted to accumulate in the hands of the Commodity 
Credit Corporation. th 
It is estimated that 2.1 billion half-pints of milk will be consumed | fis 
through the program this year. It would not be correct to say that all m 
this milk would otherwise have gone to CCC, but it is reasonable to pu 
assume that at least a sizable portion of the milk would have gone in 
that direction. po 
Furthermore, it is reasonable to assume that programs of past years fo 
have contributed favorably to present fluid milk consumption pat- fe 
terns. To that extent, they have helped in bringing about our pres- | __ pe 


ent relatively favorable CCC supply situation. 
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This special milk program for children is initiated, financed, and 
conducted largely by local agencies, industry, and individual par- 
ents. It is, therefore, we feel, far more efficient than programs 
which are completely federally operated, financed, and controlled. 

By the same token, this program leaves with private industry the 
responsibility for handling and selling milk—and it permits price 
to perform its proper function. 

Mn these advantages take on added significance when we stop to 
realize that some excess milk is essential to public welfare and that 
an excess of 4 or 5 percent can spell disaster to producers—and it 
can hold serious meaning for taxpayers. Thus, a small increase in 
consumption can have far-reaching economic effects. 

Records show that participation in the program has increased 
steadily year after year and that it has stepped up sharply during 
recent years—and recent months. 

And I think it is significant that the official records of last year’s 
increase show that the number of “outlets” was up 5 percent while 
the amount of milk involved stepped up 13 percent. This means that 
either a greater number of children were receiving milk through 
each “outlet” or that each child was drinking a greater amount of 
milk. I suspect that both are true, but the significant point is that 
the amount of milk distributed by each “outlet” increased sharply (up 
13 percent last year). 

This popularity of the program itself, plus the rapid increase 
in children eligible for participation, makes it crystal clear that 
both the program and benefits derived from it will continue to ex- 
pand if adequate financial provisions are assured. 

If these provisions are denied or threatened progress will halt 
and retrenchments will become necessary. This, in turn, will have a 
negative effect on program plans for the future. These plans would, 
of necessity, be based upon existing circumstances. Thus, no ex- 
pansion would be planned, and at best, the program would become 
static. 

All this leads us to feel that in the interest of producers, taxpayers, 
economy in Government, and the general welfare of the Nation, an 
effective continuation and expansion of this program is to be en- 
couraged and that adequate appropriations must be authorized. 

This authorization should toca provisions for 1960 and 1961, in 
order that school and other officials may have some basis for plan- 
ning their future operations. Such advance planning is essential 
to maximum efficiency and to public confidence in the program itself. 

For these reasons we respectfully suggest that Congress authorize 
the expenditure of an additional $5 million for the remainder of this 
fiscal year (total $80 million) $85 million for fiscal 1960; and $90 
million for fiscal 1961. We support bills designed to accomplish this 
purpose. 

We make this recommendation with a full appreciation for the im- 
portance of reducing Government expenditures wherever feasible, but 
for reasons mentioned earlier we believe that the authorizations re- 
ferred to above will have a favorable effect upon total Government ex- 
penditures and that they will result in increased program efficiency. 

The Cuatrman. Thank you very much, Mr. Jackson. 
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Mr. Horven. May I ask one question? Mr. Jackson, with refer- 
ence to financing the program you recommend a total of $80 million 
for 1959. And in that connection I would like to, also, address an 
inquiry to Mr. Johnson, my colleague from Wisconsin. 

Mr. Johnson, you made reference to the fact that the $80 million 
figure did not include summer camps. Does it include nonprofit nurs- 
ing schools, child care centers, and similar nonprofit institutions ? 

Mr. JoHNSON. Yes; from information I could get, and from the 
survey that has been made, the increase of $5 million for 1959 should 
take care of those programs. 

H.R. 5427 would leave the program just as it is including the sum- 
mer camp program, but would raise the funds $5 million for 1959. I 
offered 2 bill for increased funds for 1960-61. 

For the 3-year period, I would suggest that you raise funds $5 mil- 
lion in 1959 and $10 million in 1960 and 1961. 

Mr. Hoeven. Do I understand that for 1959 you would not include 
nonprofit schools ? 

Mr. JoHnson. It would take care of them. 

Mr. Horven. How? 

Mr. Jounson. It was my understanding that it would take care of 
them. 

Mr. Hoeven. You said you were not including summer camps. 

Mr. Jounson. I do not think my statement said that. I said if we 
left the program as is, the summer camps would probably, be shut off. 

Mr. Hoeven. Do I understand that the $80 million figure would in- 
clude nonprofit nursing schools, child care centers, settlement houses, 
summer camps, and similar nonprofit institutions devoted to the care 
and training of children—all are included in the $80 million? 

Mr. Jonwnson. Yes, sir. 

Mr. Hoeven. Thank you. 

The Cuarrman. Thank you very much, Mr. Jackson. 

Mr. Clarence Miller, will you come around, please, sir. 

You have a prepared statement, Mr. Miller? 

Mr. Mituer. Yes, I have a prepared statement, Mr. Chairman. I 
have with me this morning, Mr. Chairman, Mr. Oris Wells, the Ad- 
ministrator of the Agricultural Marketing Service, who has general 
overall responsibility for the program; Mr. Martin Garber, the Diree- 
tor of the Food Distribution Division of the Agricultural Marketing 
Service; and his assistant, Mr. Davis. 

The Cuarrman. We are very glad to have you gentlemen with us. 
You may proceed. 


| 


STATEMENT OF HON. CLARENCE L. MILLER, ASSISTANT SECRE- | 


TARY; ACCOMPANIED BY ORIS V. WELLS, ADMINISTRATOR, 
AGRICULTURAL MARKETING SERVICE; MARTIN GARBER, DI- 
RECTOR, FOOD DISTRIBUTION DIVISION, AMS; AND HOWARD P. 
DAVIS, DEPUTY DIRECTOR, FOOD DISTRIBUTION DIVISION, AMS, 
DEPARTMENT OF AGRICULTURE 


Mr. Miter. We are pleased to be here today to report on the opera- 
tion of the special milk program and to discuss various bills to au- 
thorize a larger expenditure of Commodity Credit Corporation funds 
for this purpose. 
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Public Law 85-478 extended the operation of the special milk pro- 
gram for an additional 3 years—through fiscal 1961— and authorized 
the use of up to $75 million of CCC funds for the program in each 
of the 3 years. The several bills under discussion here today are 
concerned with an increase of this $75 million limitation. Some bills 
propose raising the current year’s authorization to $80 million ; others 

rovide for $80 million this year and increase the authorization to 
$85 million for 1960 and 1961; still others would increase the au- 


. thorization by an additional $5 million for each of the 3 years, re- 


sulting in a maximum authorization of $90 million for 1961. 

Before commenting specifically on these proposals, I would like to 
briefly review for the committee the past accomplishments and cur- 
rent trends under this program to increase fluid milk consumption by 
children. 

The special milk program was first authorized in the revised dairy 
price support provisions of the Agricultural Act of 1954 which was 
enacted into law in August of that year. The details of the pro- 
gram were announced by the Department in early September, as 
schools were about to open for the fall term. Despite the short time 
State educational agencies and individual schools had to lay plans 
for a new or enlarged milk service, over 41,000 schools entered the 
program that first year. Almost 45 million half-pints were distrib- 
uted under the program and expenditures totaled $17.1 million. 

The original program was limited to schools, and after consulta- 
tion with both dairy and school officials, major modifications were 
made in the program for its second year of operation. These modi- 
fications were undertaken, first, to permit a more effective use of 
CCC funds in reducing prices to children and, second, to provide 
for additional simplifications in records and reports at the school 
level. 

The modified program was immediately successful and the volume 
of milk moving under the program increased more than threefold 
in the second year—to almost 1.4 billion half-pints. The number of 
schools increased from 41,000 to 62,000 and the expenditure of CCC 
funds rose from $17.1 million to almost $46 million in fiscal year 1956. 

The program provisions for schools—where milk is sold as a sep- 
arately priced item—has continued unchanged since the second year 
of operation. Within the maximum rates established by the Depart- 
ment, these schools are reimbursed for reducing the selling price. to 
children below the cost of the milk and for the expenses they incur in 
distributing the milk (such as the purchase of milk service equipment, 
labor, straws, etc.). From the outset the maximum rate of reim- 
bursement has been 4 cents per half pint for schools participating in 
the national school lunch program, but they do not receive any pay- 
ment for the half pint of milk that is served as part of a type A lunch. 
Schools not participating in the national school lunch program can 
receive up to 3 cents per half pint for the milk served to children. 

The legislation passed in 1956, which continued the program 
through June 30, 1958, also extended it to nonprofit summer camps, 
settlement houses and other child-care institutions. About 3,000 
camps participated in the program last summer and reimbursements 
totalled about $650,000. Although camp and institutional operations 
are small in relation to the school program, the program has made it 
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possible for these groups to provide a much more adequate milk serv- 
ice for children. 

The program has continued to grow both in terms of the number of 
participating schools and institutions and the volume of milk moved 
under the program. During the last fiscal year, over 76,000 outlets 
were in the program and 1.9 billion half pints of milk were consumed 
by participating children. This represents an amount equal to about 
214 percent of the annual fluid milk consumption by our nonfarm 
population, exclusive of milk served with the type A lunches. 

CCC expenditures under the 1958 program totalled $66.3 million, 
which represented a 9.6 percent increase over the preceding year. Thus, 
we went into this fiscal year with sufficient funds to permit a 12 per- 
cent increase in program expenditures. 

We feel that the total need for funds this year will fall very close 
to the current authorization of $75 million, assuming present program 
trends continue. It should be realized that this is our expectation— 
based upon the best information we now have and our past program 
experience—but such expectations can change as reports of succeeding 
months’ operations become available. 

A recent survey of States, to obtain their first estimate of probable 
needs for this year, indicated that program requirements might total 
as high as $77.7 million. Such a survey is made about this time each 
year, in order to avoid advancing excess funds to any State. 

The $77.7 million would represent a 16 percent increase over 1958 
expenditures. We believe it to be a maximum estimate, inasmuch ag 
there is a natural tendency for States to include a reserve over prob- 
able requirements and because the experience has been that the rate of 
growth slows down in the second half of the school year. 

At the beginning of this year, States were provided with an allot- 
ment of funds equal to 105 percent of their 1958 expenditures. This 
left a reserve of $4 million, exclusive of funds required for Federal 
operating costs. We have proceeded to allocate this $4 million reserve 
in a manner that would provide each State agency with 112 percent of 
last year’s expenditures, if the agency’s estimate indicated the need 
for that much money. 

We are submitting for the record, a table which shows the original 
allotment of funds to States, the allotments following the allocation 
of the $4 million reserve, the estimated needs as submitted by States, 
and the possible adjustments required to stay within the available 
funds, if total needs turn out to be as high as $77.7 million. 

We intend to keep in constant touch with developing expenditure 
rates in an effort ot see if we can effect any additional recapture of 
funds prior to the end of the fiscal year; although States are reluctant 
to give up any funds until they are sure they will not be needed. 

There may be a necessity for some States to adjust or modify their 
operations prior to the end of the school year in order to stay within 
their funds. 

In a period where it is highly essential that every possible economy 
be made in Federal expenditures, we feel that a $75 million level 
for this program is adequate. Unless we stabilize the program 
expenditures at this time, any increase would only pave the wa 
for further increases in subsequent years. Certainly, the full avail- 
ability of funds in the initial years of operation permitted the rapid 
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expansion that was so helpful in creating constructive additional 
markets for fluid milk. However, under current conditions, we feel 
that a $75 million program is sufficient to provide the stimulus needed 
both for efforts to increase milk consumption among children and 
to provide expanded markets for fluid milk. ; 

When the special milk program was authorized in calendar year 
1954, the CCC had about a billion pounds of surplus dairy products. 
Now, our inventories are negligible. In 1959 milk production is not 
expected to be significantly different from 1957 or 1958 levels and 
increased consumer incomes are in prospect. Thus, commercial use 
of milk products per person is expected to be at least as large as in 
1958. With the rise in population, supply and the commercial use 
of milk products—measured on a fat basis—is expected to be more 
nearly in balance than in several years. 

We feel, therefore, it is time to adjust our special milk operations 
to stabilize the program at its current authorization. 

That concludes the statement, Mr. Chairman. There is attached 
the table that I spoke of in the statement. 

The table may be found on p. 10.) 

TheCuamaeler Do I understand then that the Department of Agri- 
culture is opposed to the legislation now under consideration ? 

Mr. Miter. Yes, sir; we feel that the $75 million authorization is 
sufficient to maintain the program at about its present level. 

The Cuairman. Did you not indicate that the need might turn out 
to be as high as $77.7 million ? 

Mr. Mitier. This year, that is right. We say that it could be—there 
is a possibility that it could be. The $75 million is what we have allo- 
cated. The $77.7 million indicated is the amount of money that the 
States thought they might use. 

The Cuairman. There is the possibility that you might exceed your 
limitation of $75 million ? 

Mr. Mitier. We might recapture money from the States that they 
will not use of the amount of money that they originally thought they 
might. And that the reallocation process 

The Cuairman. Is that based upon economy, to economize—is that 
the idea it is based upon—— 

Mr. Miuter. We feel 

The Cuairman. To economize even though possibly jeopardizing 
the program, which is proving so worthwhile. 

Mr. Mitter. We don’t feel it would jeopardize the program. 

The Cuairman. Would you object to the legislation if we struck 
out the word “shall” and inserted in lieu thereof the word “may”? 

Mr. Miuter. I am sorry, I do not have the bill before me. 

The CHatrman. In H.R. 5248, on line 8, it directs you “shall”— 
“shall be used to increase use of milk”—change the word “shall” to 
“may”—‘may be used to increase.” In the event you find you do need 
additional funds you would have the right to use the amount fixed in 
the bill. 

Mr. Jonnson. May I ask a question? Other years we have appro- 
priated for CCC more money than has been used. There is nothing in 
this legislation that requires you to spend more than the needs. 

The Cuarirman. Certainly not. That is why I cannot understand 
the position of the Department in opposing it. The only thing that we 
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propose to do here now is to give you authority to go beyond the $75 
million limitation if you need it. You admit there is a possibility that 
you will have increased needs. 

Mr. Murr. There is a possibility that we might go beyond the $75 
million. 

The Cuatrman. Why do you take the position you do? Because 
then it is indicated that the Department of Agriculture is opposed 
to the school milk program. 

Mr. Muiter. I don’t think we said that we are opposed to it, nor do 
our past recommendations indicate that. 

The Cuaiman. You are opposed to an increase in the authoriza- 
tion. And we only want to give you the authority to reach all of our 
schoolchildren. You are not reaching them now. You only reach ap- 
proximately 50 percent. If you fit your budget to the $75 million, 
you know you cannot increase or expand the program any. 

Mr. Miter. We feel we have reached, at the present time, a rather 
stable balance in milk production and consumption in the United 
States, Mr.Chairman. The evidence—— 

The Cuarrmman. In other words, you are not interested in the school- 
children—the health of the children of the Nation. You are inter- 
ested more in balancing the milk business. You spent, on dairy 
products, a billion and a half dollars, and since you have that pro- 
gram in balance, you are not interested in further expansion of this 
program, are you! 2 

Mr. Miter. We feel that we will get with the $75 million the 
maintenance of the present level of milk ¢ onsumption in schools, Mr. 
Chairman, without a further expenditure of money such as we have 
had in the 4-year period of the program—or 414-year period, since 
we have had milk introduced to the children in the schools. We have 
established a rate of consumption that can be maintained without any 
increased budget. 

The Cramman. Are you for authority to spend additional money 
if voted by Congress, whether you need to spend it or not spend it? 

Mr. Miter. We feel there is not any reason for requesting any more 
for it, if the objectives can be reached with what we now have and 
what we have determined is a sufficient fund. 

The Cuarrman. Mr. Johnson, the author of this bill has been con- 
ferring with me from time to time. My recollection is that he said 
you are going to be short on funds, isn’t that right? He came to that 
conclusion. 

Mr. Mitire. You have a table in the text that sets out, I believe, 
probably the same information that Mr. Johnson gave you a moment 
ago. 

The Cnairman. Take California, for instance, how much additional 
money will be needed in that State ! 

Mr. Jounnson. The table is attached to the remarks. 

Mr. Mirier. Column 4, the State of California, estimated they 
would use $7,892,289 for fiscal year 1959. We have allocated as of this 
time $7,211,353. 

Have you any figures, Mr. Garber, that would show what the situa- 
tion isinthe St: ate of C alifornia ? 

The CuatrMan. It requires $680,936. 
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Mr. Muter. That is the adjustment required if the State of Cali- 
fornia uses as much as they originally thought they might use, Mr. 
Chairman. That is, as I stated in my statement, a maximum amount 
that they felt they could use. 

The Cuarmman. All of these figures that are attached are based 
upon estimates of the use of funds by the several States, is that right ¢ 

Mr. Mutter. In our experience they on the whole have overestimated 
their requirements every year. That is customary, I think, for most 
agencies such as this to do. They are providing for what they can 
actually dispose of with a comfortable reserve on top. 

The Cuarrman. You have provided a reserve—you have provided 
for that? 

Mr. Miter. Yes. 

The CuatrMAN. You set it up for 

Mr. Minter. 12 percent over what they used last year. 

The CuamrMan. You set it up on that basis? 

Mr. Mitier. Yes. 

The Cuamrman. You think then all of these States that show pos- 
sible adjustment requirements have just overestimated their require- 
ments 4 

Mr. Miter. I think they have provided an estimate of what. they 
will use during the current fiscal year with a reasonable insurance or 
cushion to carry them over in case they do have requirements for more 
than they actually think they would use. 

The CuHarrman. You listened to the statement of Mr. Gunderson ? 

Mr. Miter. Yes, sir. 

The CHarrman. To sum it up, the Department just does not want 
the money and is willing to run the risk of seeing this program run 
short of funds before the year is over. 

Mr. Mitter. We don’t think there is a risk of losing any partici- 
pation relative to the milk consumed in the program. 

The Cuarrman. In the first place, you were given $75 million the 
first year, weren’t you? 

Mr. Mixer. No, I don’t think the first year. I think $75 for the 
last two, I believe. 

Mr. Asernetuy. It was $50 million. 

Mr, Minter. $50 million. We got started in September. It was 
hard to get the States 

The Cuatrman. Nobody was hurt by having the authority to spend 
the additional money, were they ¢ 

Mr. Miter. We realized at that time that we were in an expanding 
program, that it needed to be expanded to get the milk consumed in 
the schools where it was not being consumed. 

The Cuarrman. You need to expand further if you are only reach- 
ing 50 percent of the children. 

Mr. Miiier. There are many instances where you could not reach 
children, Mr, Chairman, regardless of the funds made available. 

The CuHarrman. Where is that? 

Mr. Miuter. There are some schools that are not interested in the 
program, 


The Crarrman. If you have no funds to supply the program they 
would not be. 
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Mr. Miter. There are schools, also, that do not have the facilities, 
or do not wish to acquire the facilities to operate the program. 

The Cuarrman. Is it not a fact that you had twice as much money 
as you spent in the first year? 

Mr. Miter. At that time we recognized that that amount of money 
would not get the participation that we thought would be desirable in 
the program. We would like to have used more of the money than the 
$17 million in the first year but because of the lateness of implement- 
ing the program and so forth 

The Cuairman. You want to stay now at $75 million ? 

Mr. Mirtier. Mr. Chairman, this is a reasonable amount of 
money—— 

The Cuarrman. Reasonable what ? 

Mr. Miter. This is a reasonable amount of money, certainly, that 
would provide for a high level of participation on a continuing basis, 
Without a continuing increase of funds every year, the Department 
of Agriculture feels that $75 million is a reasonable quantity of money, 

The Cratrman. W hy did you put so much emphasis on the dis- 
position of the dairy surplus? You have disposed of a billion dollars 
of dairy surplus and now you are dragging your feet on the milk 
program. 

Mr. Mitier. We do not believe we are dragging our feet. We think 
that is an accomplishment. We do share the credit with everyone in 
this room. We don’t say it was through our own efforts we were able 
to dispose of those surpluses. We had the cooperation of the Congress, 
and the entire Government. 

The Cuarrman. And you spent $1,500 million ? 

Mr. Miter. That is correct. We had to do it. The law requires us 
to purchase milk products at specified sums. Under a price-support 
operation, we had to support the price of dairy products in an 
amount- 

The CHatRMan. But you gave it away, $1,500 million. 

Mr. Miter. We gave much of it away, yes, sir, in exports and domes- 
tically in our donation programs, when we were not able to sell it at 
the price that we paid the producer for it. The best price we could 
get was $1,500 million less than what we had invested in it. 

The CuarrMan. Let us keep the record right. You are not complain- 
ing about that program; are you / 

‘Mr. Mutuer. I don’t know what you mean by complaining about it. 

The Cuamman. You said Congress directed you all to do so and 
so. And you have authority to reduce the support price on dairy pro- 
ducts, now, haven’t you ? 

Mr. mote ee, We feel that dairy products are in a relatively good 
balance, Mr. Chairman. We felt it was not necessary to reduce the 
support pr ice on dairy products because of the relatively good balance. 

The Cuatrman. About a billion dollars. You would not be both- 
ered with that. Mr. Hoeven. 

Mr. Horven. Just to establish the position of the Department, as 
I understand it, you are recommending that $75 million authorization 
for the current fiscal year and for a 1-year extension period, is that 
right ¢ 

Mr. Mitier. For the balance. I believe we have 2 more years after 
this one. 
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Mr. Hoeven. I see nothing in your statement as to the proposed 
continuation of the program in that connection. sia 

Mr. Miter. The present authorization is $75 million, Congress- 
man, for each of the next 2 years and we are recommending no change. 

Mr. Hoeven. Isee. Thank you. 

Mr. Azvernetuy. The fact 1s the program has 2 years yet to run— 
isn’t that a fact ? 

Mr. Mitter. That is correct. 

Mr. Asernetuy. Through 1961. 

Mr. Miter. Yes, sir. 

Mr. Aperneruy. A few years ago this program was offered as a 
means of disposing of the milk surplus, is that correct? 

Mr. Miter. It was one of the factors, certainly—one of the prin- 
cipal ones. ae 

Mr. Aserneruy. One of the principal ones ? 

Mr. Mitter. Yes. 

Mr. Anernetuy. If the milk surplus were to disappear in the next 
12 months, which is not anticipated, but I presume that it might, 
would the Department still favor this program ? 

Mr. Miuter. I think we would favor it at the present level; yes, sir. 

Mr. Azerneruy. That gets me up to the question I raised a moment 
ago. Then why not let us establish it as a school program of the 
Government, instead of a part of the stabilization program. What 
would be the Department’s attitude on that? 

Mr. Miter. I am not in a position to state the Department’s atti- 
tude at this time, Congressman Abernethy. Let us review for a 
moment what we did recommend. 

Mr. Asnernetuy. How about it personally—you personally—unless 
it gets you in trouble with those people down there. 

Mr. Murr. I don’t think it would get us in any trouble personally. 
We in the Department generally feel if programs are brought into 
being or continued for a purpose other than support of agricultural 
commodities, they should not be charged to agriculture. 

Mr. Asernetuy. That is what I am driving at. In this instance 
it is. 

Mr. Miter. In this instance it is. 

Mr. Anerneruy. And we get criticized for it, don’t we? 

Mr. Minter. I don’t know about this particular one. I would say 
was the least controversial. 

Mr. Aserneruy. The whole thing is put all in one basket and this 
big amount of money it put out here as an example of the cost of the 
stabilization program. So it is a part of the criticism that American 
agriculture is receiving today. 

Mr. Miuier. A part of that money is what people look at and say, 
“This is what the costs are.” 

Mr. Aserneruy. That is right. Now the school lunch program is 
not financed by drawing on the capital assets of the CCC, is it? 

Mr. Mitier. No, school lunch is a direct appropriation, that is 
right. 

Mr. Anrrnerny. It is financed directly from the Treasury of the 
Federal Government, isn’t it ? 

Mr. Miturr. Yes. 

Mr. Anernerny. For the benefit of whom ? 
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Mr. Mitxier. For the benefit of the recipients under the school lunch 
program. 

Mr. Asepnetuy. Of the children. You have a statement here of 
five and one-half pages and the first five pages of it was devoted to 
the benefits that have come to the children of America as the result 
of this program, that is right, isn’t it ? 

Mr. Miter. Yes. 

Mr. Asernetuy. Then don’t you feel that this program ought to be 
put on the same plane and dignified in the same manner as is the 
school lunch program ? 

Mr. Mixxer. As I stated a moment ago, I cannot speak from a pol- 
icy standpoint, except to say generally speaking, the Department has 
always felt that programs that are not for the purpose of stabilizing 
prices or for the benefit of the farm program should be charged where 
they properly belong. 

Mr. Anerneruy. And that would be to whom, in this instance? 

Mr, Miter. I am not prepared to say in this instance. 

Mr. Asernetuy. To the country as a whole, for the benefit of it. 
Why should it not be paid for out of the general funds of the Treas- 
ury ¢ 

Mr. Miter. Yes, sir. 

Mr. ApernetHy. Thatis what Iam for. 

Mr. Hoeven. If the gentleman will yield. As I understand it, your 
point is that if the surplus has been eliminated, that we no longer 
would have justification for handling it that way. 

Mr. Anerneruy. If the surplus is eliminated, the justification which 
resulted in the inauguration of this program is gone. 

The Cuarman. I think we had a dual purpose in mind when we 
started it. 

Mr. Asernetuy. We probably did. 

The Cuatrman. The same as the school lunch program. 

Mr. Asernetuy. I just want to get this off the backs of my farmers. 

The CHatrmMan. Any questions? 

Mr. McIntire. To follow up what Mr. Abernethy was speaking of, 
the appropriations, that is exactly the position that you have taken in 
your statement, isn’t it, that if this program was justified on the basis 
of a vehicle to bring down surplus and bring the surplus situation 
more nearly in balance, then on the basis of the f figures as of today that 
has been accomplished substantially on the basis of the authorization 
of $75 million. 

Mr. Miter. Yes. 

Mr. McIntire. That being the reason for the program, then the 
objective is accomplished at $75 million. 

Mr. Miuuer. Yes. 

Mr. McIntrmee. And justification for further authorization moves it 
over into another area of justification which is not 

Mr. Miter. We feel that as of this time $75 million is a judicious 
figure, rather a good figure that would continue the consumption of 
milk under the program at about the level of consumption that it has 
enjoyed heretofore. 

Mr. McIntire. You go about that in the appropriations to get. out 
of the situation of the surplus situation and move over into the situa- 
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tion of public policy in relation to school.lunch programs in gen- 
eral, isn’t that correct ? 

Mr. Miuuer. Yes. 

Mr. McIntire. In that line of thinking. 

Mr. Miter. Yes. 

Mr. McIntire. Thank you. 

Mr. Jounson. The Commodity Credit Corporation is still buying 
butter and dried milk, are they not ? 

Mr. Mituer. We are buying dried milk and butter, although the 
quantity of butter purchased in the fall was rather limited in quantity. 

Mr. Jounson. How is that butter disposed of ? 

Mr. Mutter. We are disposing of it through the school lunch pro- 
gram and through the ro - 

Mr. Jounson. Are you giving a lot of the dried milk away ? 

Mr. Miuier. Yes, through the donation programs, 

Mr. Jounson. Don’t you think it would be better to give this milk 
to the schoolchildren than to have this dried milk and butter to dis- 
pose of in other channels? 

Mr. Miuier. A great deal of the dried milk is acquired in the form 

Mr. Jomunson. Which do you think would be best, butter and dried 
milk, or giving milk to the schoolchildren. 

Mr. Mitier. A lot of this milk that comes to us in the form of dried 
skim milk would never be available in the form of fluid milk be- 
cause it is from a different—— 

Mr. Jounson. There is a lot of fluid milk that you make into butter 
and dried milk today. 

Mr. Miter. There is some being made into butter. I don’t know 
how much is made into dried skim milk today. There is some quan- 
tity. People are getting away from the hand separator and shipping 
whole milk into the manufacturing milk plants. 

Mr. Jomnson. How would you rather have it, in the form of butter 
and dried milk, or would you rather give it to children ? 

Mr. Mixxer. That is a little bit hard to say. I am trying to point 
out that there are two different products. I don’t think we have 
that 

Mr. Jonnson. Do you not grant that there is an excess of class 1 
grade A fluid milk in the country that has to go into dairy products? 

Mr. Miter. We just said we felt that this surplus has been reduced. 
It is moving. 

Mr. Jounson. It isstill available. 

ag Miter. Very limited quantities, though, in the form of fluid 
milk. 

Mr. Jounson. In Wisconsin there is a lot of milk going into dried 
powder that could just as well be used for fluid milk. I think that is 
true in Minnesota, too. 

The Cuatrman. It seems to me that Mr. Johnson has asked you a 
very pertinent question. How can you justify buying milk and proc- 
essing it into butter when you could just take the milk and give it to 
the schoolchildren under this program ? 

Mr. Mitier. Mr. Chairman, in using more than $75 million for a 
school milk program I don’t know that you will increase the quantity 
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of milk that will be consumed in the schools and thus prevent us from 
taking milk in the form of butter. 

Mr. Jounson. I don’t believe any of the milksheds now are using 
all of their class 1 grade A milk for bottle milk. A lot of it is going 
into butter and other products. 

Mr. Mittrr. That is true. I just. asked Mr. Wells if he had any 
comments to make with respect to this. That is true. There is some 
milk being produced in the fluid milk areas that finds its way into 
butter and into dried skim milk. But let me point out that this is a 
seasonal thing, Congressman Johnson, and that if you tried to supply 
only the amount of milk in a fluid area that that area could consume 
at all times, the maximum amount, you would have a period of deficit 
production. Thisis overrun milk. 

Mr. Jounson. I don’t believe Mr. Miller has answered my question, 
I don’t think he intends to. I would like to ask Mr. Garber a question. 

Mr. Mitter. All right. 

Mr. Jounson. Or Mr. Davis. You people administer the program; 
is that correct ? 

Mr. Garper. Yes. 

Mr. Jounson. Could you tell me just what a State could do to cut 
down the expense ? 

Mr. Garser. Well, it would be necessary for them to cut the cost of 
reimbursement, say, from 4 cents to 3 cents, or from 3 cents to 2 cents, 
That would be one way that it could be done. 

The second way would be that they would run the program until 
the amount of funds that they had allocated to them would be ex- 
hausted. Then they would have to stop the program. It would have 
to be one of those two things. 

Mr. Jounson. If a State tried to stay within its funds, would that 
tend to cut down on milk consumption in the schools ? 

Mr. Garser. I think that the Department’s position, Congressman 
Johnson, is that the same impetus can be maintained in this program 
by cutting the rates of reimbursement, for instance, from 4 cents to 3 
cents, and from 3 cents to 2 cents, and by that method, we could pick 
up additional money. 

Mr. Jounson. According to Mr. Gunderson’s testimony the ones 
who will stop drinking milk will be the low-income children who 
cannot affort it. Am I right on that? 

Mr. Garser. From the reports that he quoted, that is the way it 
would appear. 

Mr. Jounson. Will you not have a shortage of funds for the summer 
camps? You won’t have any money available until next July when 
they start in June. 

Mr. Garpser. Mr. Gunderson is in charge of a rather large program 
in the State of Wisconsin. In that particular State the State director 
could have the option of saving money for the summer camps or 
going ahead and if he runs out, then he would not have any money 
left for the summer camps. 

Mr. Jonnson. Then he would have to cut down on the school milk 
program for the balance of this year, in order to take care of the camps. 

Mr. Garper. He would have to reduce the funds. 

Mr. JouHnson. Suppose you get through this year without too much 
trouble, what are you going to do for next year or the year after! 
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If you cut it down to $75 million this year, and if we are going to 
keep the program going, you will need more money for 1960 and 1961. 

Mr. Garser. Then we in the Department would have to take the 
position that we would have to instruct the States to stay within 
what they have. And again, it would require a reduction in the re- 
imbursement amount. 

The Cuarrman. Then you would prevent expansion of the program 
in that situation, wouldn’t you ? 

Mr. Poacr. And you would go right ahead and buy processed milk 
products in larger quantities before you would buy this fluid milk, 
wouldn’t you ? 

Mr. Garpser. Of course, there are so many factors that enter into 
that, the amount of home consumption, and all of that. 

Mr. Poacr. You have already said that you would buy these prod- 
ucts. That went into effect last week. You would buy at a price. 

Mr. Garser. That is right. 

Mr. Poacs. To support the price of milk? 

Mr. Garpser. Yes. 

Mr. Poacr. It is possible to support the price of milk by buying 
processed products. It costs something to process that milk, does it 
not # 

Mr. Garser. It certainly does. 

Mr. Poace. Who pays for it ? 

Mr. GarsBer. The Government pays for it. 

Mr. Poacr. Certainly. Why then should we refuse to move this 
fluid milk at a lesser cost, rather than buy it back in processed form 
at a considerably higher cost—and then give away the products? 

Mr. Garper. Our position is that perhaps by the small reduction of 
th reimbursement we could accomplish the same thing that we are 
presently doing. 

_ Poacr. But you can’t escape the fact that you buy processed 
milk. 

Mr. Garser. Yes. We are committed to do that; yes, sir. 

Mr. Poacr. And you buy those products and give them away, as 
you have given away a very substantial amount. 

Mr. Garser. We certainly have. 

Mr. Poace. All right. It costs the Government more than it would 
cost to make this 3 or 4 cent contribution to the fluid milk program, 
does it not ? 

Mr. Mixer. I would rather Mr. Wells answered that question. 
There are two things here, I think, that you want to take into 
consideration. 

First is that we do not think that the participation in the program 
will decrease with a reasonable adjustment. 

No. 2 is that we have an overall increase in milk consumption in 
the United States at the present time due to the increase in the 
population. 

I don’t think it is necessarily a correct assumption to say that a 
reduction in the moneys given to the program will in the first instance 
cause a decrease in consumption of milk in schools. Nor in the second 
instance will it cause more products to be purchased under price 
supports. 
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Mr. Poace. You will admit, will you not, that the increases in 
the consumption of fluid milk, whether it be a school lunch program, 
a school milk program or just general sales of fluid milk, any in- 
crease in the consumption of fluid milk decreases the amount of milk 
products that you have to buy. 

Mr. Miter. That is correct. Any increase in consumption will 
mean that. 

Mr. Poacr. That is right. 

Now then, if we could increase the consumption of fluid milk 
through this school milk program we could do it somewhat cheaper 
than we do by disposing of the milk products under the support 
program, couldn’t we ? 

Mr. Mixer. I will let Mr. Wells answer that question. He has the 
figures on it. 

Mr. Wells, I think I am correct in saying that a half pint of milk is 
about one-half pound of milk. 

Mr. Poaage. I believe so. 

Mr. Wetis. Which means we pay 4 cents to the school lunch schools 
and 3 cents to nonschool Junch or about, say, 314 cents per each half 
pint. This means it costs us almost 7 cents a pound to move it into 
the school lunch in small containers, whereas under the support price 
program the cost is approximately 3 cents a pound before adding 
processing costs, perhaps 4 cents in terms of processed products. 

Ac tually, so far as dollars and cents are concerned it cost the Gov- 
ernment 114 times as much to move it in half-pint containers to school 
children as it does to pick it up in the processed form. IT am not 
arguing with you. It is more costly and not cheaper to move it this 
way. 

Mr. Miuier. Could I say something that may answer Mr. Johnson. 

Mr. Poacr. When you do that, of course, you lose all of the ad- 
vantage that has been discussed here as you suggest im five pages as to 
domestic use and a half page otherwise. 

Mr. We tts. I agree. 

Mr. Poacr. You are willing to abandon all of that when you 
accept that policy ? 

Mr. Wextts. It is not cheaper. It actually costs more. 

Mr. Jenninos. Will you yield there? I think prehaps we have lost 
sight of one point. That is, it may cost you 3 cents a pound to purchase 
it, - but not to dispose of it. 

Mr. We tts. Yes. 

Mr. JENNINGS. You have to process it and store it and give it away 
or whatever you do with it. There is a difference in the fluid milk be- 
cause that is the actual disposal program. That is what it costs in 
the final analysis. This other is what it costs you in the purchase 
price. There isa great difference; is there not ? 

Mr. We tts. There is a difference. 

Mr. Poace. I think we understand Mr. Wells’ answer. From the 
bookkeeping standpoint, of course, that is correct, but do we justify 
this program on the basis simply of Siapeaine of milk or do we justify 
it on the basis of benefiting schoolchildren ? 

Mr. Mrer. We have thus far justified it, as we said a moment 
ago, from both angles or from the price support angle and benefiting 
the schoolchildren. Now we have reached the problem— 
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Mr. Poace. How much weight do you give to one or the other? 
How much weight do you place on benefit to the schoolchildren? You 
have that in your statement. How much of it do you place to the 
credit of the schoolchildren and how much do you give to removing 

» surplus? ; y 
or ro I don’t know that we have ever allocated it to either 
one or the other. 

Mr. Poagp. You have to, to give an answer as to what our costs 
are, don’t you? 

Mr. Mier. Let me say this: I want to answer Mr. Johnson’s ques- 
tion over here a moment ago when he said this is not a determining 
factor of whether we are going to allocate $75 million, whether we are 
going to recommend that we not allocate more than $75 million. If 
it comes to whether we would rather have our “druthers,” of milk 
going into the schools or going into the CCC inventory, as Mr. John- 
son pointed out, I don’t think anyone would hesitate a moment to 
say they would rather have it go into the school programs. 

T will go back to my statement that I made a moment ago, Mr. 
Chairman, we feel that $75 million will maintain the present level 
of consumption of milk in the school milk program. And that in 
view of the increase in population and other factors that come in, 
the fact is that if we don’t increase the $75 to $80 million, this will not 
of itself result in any increase in takeover in CCC stocks. 

Mr. Poacr. May I pursue Mr. Wells’ answer just a moment, to ar- 
rive at an understanding. You are buying milk at a price which 
returns to the farmer approximately 314 cents. Now that is the 
price the farmer gets for the raw milk, but you don’t buy the raw 
milk. You buy the processed product. Somebody spent money 
processing it. 

My little experience with processing dairy products is that the 
processor gets more than the producer. 

What do you pay for those processed products that represent } 
pound of milk? You pay a great deal more than 31% cents. 

Mr. Weuus. I was thinking around 4 cents. I would have to 
check. 

Mr. Poace. Do you mean that you can get a pound of milk proc- 
essed into dry milk or into butter for less than a cent a pound? 

Mr. Wetts. It is fairly economical, I think. 

Mr. Mitirr. We will get the figures for you. 

(The information is as follows :) 


On the basis of current price support levels for dairy products it is estimated 
that total Federal Government costs for the purchase and donation of 100 
pounds of milk (3.7 percent butterfat) in the form of butter and nonfat dry 
milk solids amounts to $4.31. This figure includes the cost of the product, 
storage, and packing costs, and transportation to the States for local distri- 
bution. The cost for purchase and donation of 100 pounds of milk in the form 
of cheese is estimated at $3.79. The cost to the Government of moving 100 
pounds of fluid milk through the special milk program is estimated at $6.51 
aed hundredweight. The details of these estimates are set forth in the table 

low. 

Based on nationwide average prices for the calendar year 1958, the purchase 
and donation of dairy products yielded producers $3.16 per hundredweight of 
milk against the Federal cost of $4.31 for butter and nonfat and $3.78 for 
cheese. On the other hand, the movement of 100 pounds of fluid milk through 
the special milk program yielded producers around $5.39 against a Federal cost 
of $6.31 (but schoolchildren also contribute to the cost of the special milk 
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program, about 3 cents per half pint or the equivalent of $5.58 per hundred- 
weight of fluid milk). 


Estimated cost of moving 100 pounds of milk through purchase and distribution 
in the form of products compared to estimated cost of moving 100 pounds of 
milk through the special milk program 


Butter and nonfat milk (100 pounds of milk testing 3.7 percent): 
Yield and price: 


4.5 pounds butter, at 57.75 cents_ _-_ $2. 60 
8 nonfat dry milk pounds, at 14.25 cents_ - ~~ 1.14 
Total_ =e 3. 74 


Transport: ition to storage 


butter, 4.5 pounds, at t 0.35 cent =0.02 + 05 
Nonfat dry milk, 8 pounds, at 0.4 cent=0.03____- “~— 
Storage: 
Butter, 4.5 pounds, at 1.5 cents=0.07__ \ 13 
Nonfat, 8 pounds, at 0.75 cent =0.06 : 
Printing and packaging: 
Butter, 4.5 pounds, at 1.4 cents=0.06 \ 29 
Nonfat, 8 pounds, at 2 cents=0.16_ __- ‘ 
Transportation to distribution, domestic: 
Butter, 4.5 pounds, at 2 cents=0.09 } 17 
Nonfat, 8 pounds, at 1 cent=0.08_ - ' 
Total __- 4 31 
Cheese (100 pounds milk testing 3.7 percent milk yield 10 pounds of cheese): 
10 pounds cheese, at 32.75 cents 3. 275 
Transportation to storage: 10 pounds, at 0.035 cent__- . 035 
Storage: 10 pounds, at | cent . 10 
Cost of processing: 2.5 cents ae 
Transportation to domestic destination: 10 pounds, at 1.25 cents_ . 125 
Total __ 3. 785 
Fluid milk—Special milk program use 
100 pounds fluid= 46.5 quarts=186 half pints: Federal cost, at 3.5 cents 
per half pint- .--- $6.51 


Mr. Poace. I would be very much interested in them because when 
the consumer buys any of these products there is a great deal more 
processing cost than there is payment to the producer. 

Mr. Weis. That is quite true. In all fairness, a large part of the 
butter and cheese and dry skim we buy are processed by relatively 
small operators, and their processing cost is quite economical. 

When you begin to add transportation and wholesaling and retail- 
ing, then you run the price up very materially. 

But Mr: Jennings is right. We also repackage and distribute it and 
it adds some cost to it. 

I am still under the impression that this is a higher cost outlet. 
The farmer gets more for class A milk than he does for manufactured 
milk, which is quite true. 

The Cuamman. How much have you spent for dairy products in 
the last 6 months? 

Mr. Mitter. I am sorry, I couldn't say. 

The Cuamman. Can you get that information for the members of 
this committee ? 

Mr. Miter. We will supply it. 

(The information is as iiiows:) 

During the 6 months September 1958—-February 1959, which normally is the 
period of seasonally low production and purchases, the Department contracted 
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to buy with Commodity Credit Corporation and section 32 funds, 32 million 
pounds of butter, 7 million pounds of cheese and 258 million pounds of nonfat 
dry milk at a total purchase cost of about $61 million. 

During the same September-February period, CCC incurred obligations to 
spend about $12 million in the special program to increase the consumption of 
milk by military personnel, Veterans’ hospital patients, Coast Guard, and Mer- 
chant Marine Academy. 

Mr. Pirnie. With respect to the fiscal prospects for the balance of 
this year, if I understood your testimony correctly, you thought there 
might be some margin as a result of several of the States not using the 
allotted funds; is that correct ? 

Mr. Miter. In some of those States there will be some margin. 
Whether there will be a margin in the overall or not, depends on how 
much we get. , 

Mr. Pirniz. That is available—the availability of that excess in one 
State is available toward making up the deficit in another. As I un- 
derstand, your overall figure is $75 million. 

Mr. Miuier. Yes. 

Mr. Pirnie. And you can spend up to that amount for this purpose. 
And the allotment to individual States may be exceeded if there is 
need, is that correct? 

Mr. Miuier. No; the allotment to the individual States cannot be 
exceeded. 

Mr. Prirniz. Then there isn’t any margin for the individual States 
if they exceed their allotments? 

Mr. Mutter. No, sir. 

Mr. Prentz. Then anything that represented the difference between 
the requirement of the State and its allotment would be a saving of 
the funds, is that correct? 

Mr. Miter. That is correct. It could be recouped. 

Mr. We tts. So far as we are able to administratively find those 
States that will not spend their full allotment, we will ask them to 
return it to us and allot it to the States which are short. 

Mr. Prrnie. Would there be any practical advantage in that? Be- 
cause you would learn that too late from a State that has readjusted 
its program. 

Mr. We ts. This is a very tought administrative program because 
you allot the money to each State and they allot it to each school but 
fiscally you must stay within your allotment. Administratively, so 
far as we can find, some States are not going to spend their full allot- 
ment. ‘The money will have to be returned and it will be allotted 
to the States that are running short. 

Mr. Pirniv. Will that be accomplished in time for a State to have 
sufficient knowledge of that so as to exceed its present allotment with- 
= the risk of being obligated to bear that entire deficit 
itself ¢ 

Mr. Wetts. The answer is “Not necessarily.” Administratively we 
do the best we can. We have 48 States to work with. Each State 
superintendent has a whole flock of schools to work with. He has the 
same problem between the individual schools, each of which must stay 
within their allotments. 

Mr. Pirnie. If I understand the table, in New York they have a 
deficit there. We will say $202,000. Then if they are participating 
in the program, their only alternative will be to readjust the quota. 
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Mr. Wetis. That is exactly right. 

Mr. Dixon. The Department has been criticized for its expendi- 
tures. That is a matter of our congressional and public records. 

This is another instance of where there is probably an intent to 

make you spend more than you desire to spend. Is that not right? 

Mr. Miter. Yes, sir. We feel again the $75 million is an equitable 
sum, a reasonable sum, to spend to meet: our requirements. 

Mr. Jonnson. Do you think we should start on the school children, 
though, in making cuts? 

Mr. Mitier. We don’t think we will do that. 

Mr. Drxon. You wait until the next question, my colleague: Is it 
not the fact that you are skittish about the expenditure, “spending 
more than you need to, for commodity stabilization? 

Mr. Miter. We evaluate and attempt to be as conservative as we 
ean and do not overspend. That is correct. If I understand your 
question. 

Mr. Dixon. You need about $77 million, you said. You only recom- 
mend $75 million. It is apparent that you feel that your responsibility 
is finished as soon as you stabilize prices and bring supply and demand 
in balance, which $75 million will do. 

Mr. Mixer. Yes, sir; that is right. 

Mr. Drxon. If all over the amount which is the $75 million, we will 

say, were charged to some other agency, like welfare, where it belongs, 
then you w ould not object to our giving the schoolchildren more, 
would you? 

Mr. Miter. Personally, I would not. I am not in position to say 
at the present time about others. 

Mr. Drxon. That is all. 

Mr. Qute. If the States made use of all that they considered their 
needs to be, they would be $3,370,000 short ? 

Mr. Garper. Yes. 

Mr. Quire. From the experience of other years, how close do the 
States come to their estimated needs ? 

Mr. Mitier. Mr. Garber can answer. And this is a very important 
question, I think. I hope you will take this as an indication of why 
we used this $75 million figure. 

Mr. Garper. The estimates were made on the statement from each 
of the States on the basis of expenditures through the month of 
December. 

Now, we recently have had the opportunity of looking at some of 
the January statements. And the rate of increase during the month 
of January is not as high as it was in Dec ember. So my real guess— 
and it is a guess—w ould be that the $75 million could just about hit 
it on the head this particular year. 

Mr. Quiz. How about your experience in other years? Were the 
estimated needs similar ? 

Mr. Garper. Yes, sir; but this program can fluctuate. For in- 
stance, if the flu goes through an area and the kids are not in school, 
or if there are heavy snowstorms or things like that, it can really 
fluctuate. But we have been able to figure it fairly close. It is diffi- 
cult, however. 
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Mr. Miter. In other words, there is a cushion there that we take 
into consideration, the fact that a State will put in its overall estimate 
a figure that it thinks it will use and some for a cushion, 

Mr, Wetts. This thing happened about a year ago, and the Con- 

did increase the authorization so we would be sure to satisfy all 
of the needs. Yet the actual expenditures, Mr. Davis, fell within the 
funds we had at that time. 

Mr. Davis. As I recall that occurred while we still had the maxi-’ 
mum authorization of $50 million and the Congress, on the basis of 
the States’ indications increased that $10 million, to a total of $60 
million. We finally wound up with spending about $46 million. So 
that we did stay within the original authorization, but I don’t think we 
are attempting to minimize the problem of reallocating this money 
among the States, recapturing it from some States and giving it to 
others. It will be nip and tuck this year. But I think very likely, as 
Mr. Garber has said, that it will finally wind up below the $75 million. 

Mr. Quix. That didn’t harm the operation at all when you were 
appropriated $10 million more than you needed at that time; it should 
not harm the budget operation now. What harm would it be if we 
appropriated more and you didn’t have to use it? Would it not make 

our administrative problem easier if you had that $5 million extra 

Mr. Davis. That is correct. 

Mr. Quire. You say there would be no increase in consumption if we 
did appropriate additional money, say, an extra five for the next fiscal 

ear. Why would there not be an increase in consumption ? 

Mr. Murr. I don’t know. I didn’t intend to say that if you did 
appropriate money you might not get some increased consumption. 
I made the statement that I thought that under the $75 million, we 
thought we could maintain the present rate of consumption. 

Mr. Quir. Say a school estimated that it would have up to 4 cents 
replaced on a half pint of milk by the Federal Government, and then 
anticipated that for the school year and they budgeted their operations 
on that, would it be prorated against them or how would it be handled ? 

Mr. Mitter. They would have to reevaluate and pull the rate down 
in their own budget. 

Mr. Quire. That would create a difficulty on their part, too. 

Mr. Mitrrr. Yes. 

Mr. Quie. Do you feel that there is any problem with the replace- 
ment of normal milk consumption by the special school milk program # 

Mr. Minter. Oh, maybe some. I don’t think it is a big item. That 
is just an opinion of mine. I think you will have to consider 

fr. Quiz. Then actually the entire amount could be considered 
extra consumption of fluid milk. 

Mr. Mitirr. I think it would be safe to say that it would be for 
all practical purposes. 

Mr. Qui. If we were going to increase this program, we would be 
increasing consumption of fluid milk. 

Mr. Miter. Again, I don’t know how much increased consumption 
you will get. I think we will be able to maintain the level at the 
present time. 

Mr. Quire. That isall. Thank you. 
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Mr. Poace (presiding). Before we go any further with the depart- 
mental witnesses we have several colleagues who are here that I know 
want to be on the floor. 

Mr. Latrp. I request permission to present a statement later. 

Mr. Poace. Without objection that may be done along with those 
of our colleagues. 

(The statements are as follows :) 


STATEMENT OF Hon. MELVIN R. LAIRD, A REPRESENTATIVE IN CONGRESS From 
THE STATE OF WISCONSIN 


I fully support the Johnson-Laird bills pending before this committee to make 
additional funds of the Commodity Credit Corporation available to meet the 
needs of the special milk program. 

According to the table submitted by the Department of Agriculture, well over 
half of the State agencies feel they do not have sufficient funds to operate the 
program in schools throughout the end of the school year and to take care of 
the June operations in summer camps. I understand the point made by the 
Department of Agriculture that some of the States subsequently may spend less, 
but States must plan on the basis of their best expectations. 

Gordon Gunderson, who heads up the program for the State Department of 
Public Instruction in Wisconsin, has already indicated the actions open to State 
agencies which anticipate a deficit. Any one of those actions, it seems to me, 
means curtailed consumption this year and next year, too. 

My own bill, H.R. 5413, would increase the authorization to $80 million this 
year and then provide an additional $5 million for each of the next 2 fiscal years. 
There is an immediate need to reassure States that funds will be available 
to meet all of this year’s needs. But, we need also to take early action with 
respect to the program for next year. School people do not start to plan their 
programs when school opens in the fall—they must be all set to begin operations 
by that date. Actually, I would think that the Department of Agriculture should 
be in a position to outline next year’s program to the States by late April. 

This program has been remarkably successful. I understand that a milk 
service is now available to about three out of every four children in school and 
that about half the children in school are regularly drinking milk with the school 
lunch or under the special milk program. That is a fine record, but it also 
means that we have not yet exhausted the full potential of the program. It is no 
time to be trying to reduce or even stabilize it. As long as the Department needs 
to buy surplus dairy products, we should continue full efforts to move that milk 
in fluid form to our young children. That is much better for children and much 
better for dairy producers. 

The 2 billion half-pints of milk that moved under this program last year had a 
healthy influence on children, helped reduce Government purchases of manu- 
factured dairy products, widened fluid markets, and helped form the milk-drinking 
habit among our young people. 

The Congress needs to take early action to see that these benefits are continued 
in full effectiveness. 


STATEMENT OF Hon. CLEM MILLER, First DISTRICT OF THE STATE OF CALIFORNIA 


Mr. Chairman, thank you for the opportunity to state briefly my support of the 
legislation you are considering to remedy the indicated deficiency in the school 
milk authorization for the balance of this fiscal year. 

I am advised that if your committee acts favorably, the program in California 
and other States will not have to be cut off before the end of this school semester. 
I understand the administration proposes no increased authorization this year. 

I believe this is one of the most worthwhile of our agriculture support pro- 
grams, especially because it enhances the health of youngsters who otherwise 
would not get enough milk to drink and because it does not affect the price 
consumers pay for milk. 

For California, I understand that the State department of education and State 
dairy industry advisory board estimate that the existing authorization is approxi- 
mately $680,000 short of meeting the estimated need through June 30, 1959. 
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I understand the legislation before you would provide these funds. I urge 
favorable action by your committee. Thank you. 


STATEMENT OF Hon. Ropert W. KASTENMEIER, A REPRESENTATIVE IN CONGRESS 
FROM THE STATE OF WISCONSIN 


Mr. Chairman, I want to take this opportunity to thank you, the chairman, 
and the members of the Committee on Agriculture for the prompt attentioa given 
to the legislation introduced by me and a number of my colleagues. Then, I 
also want to thank you for permitting me to appear in behalf of my two bills, 
ELR. 5407 and 5408. 

It is my sincere feeling, and I am sure that most of you will agree, that it is 
vitally important that the children of our country be provided with a sufficient 
amount of wholesome milk in order to strengthen their bodies as they grow 
to maturity and take their rightful places as citizens in our democratic society. 

Yet, we have been hearing recurring reports that the special milk program for 
schools and camps will be without funds before the end of the current school 
year. To permit this milk program to come to an abrupt halt in the middle of 
the school year, even though we have a plentiful supply of milk, because we do 
not have the funds available, is grossly unfair to the children who have come 
to learn and appreciate the wholesome values of milk. 

The U.S. Department of Agriculture has reported that its survey shows that 
87 States may be forced to curtail operations in this special milk program unless 
more funds are made available. My own State of Wisconsin, which has a 
$2,109,633 appropriation for the current fiscal year, requires an additional 
$102,097 if it is to carry out the milk program through June 30. 

The children of Wisconsin and the 36 other States that have this problem are 
deserving of an adequate supply, and I further feel that it ill behooves spokes- 
men for the very same Department of Agriculture which has pointed out this 
shortage to tell you now that it does not need the funds. 

My bill, H.R. 5407, calls for a $5 million increase to enable the program to 
continue through the current fiscal year, and my second bill, H.R. 5408, provides 
for an increase in annual appropriations from $75 million to $85 million for the 
fiscal years of 1960 and 1961. 

These are worthy bills which are designed to fulfill a most deserving need. I 
urge you, Mr. Chairman, and you, the members of this distinguished Committee 
on Agriculture, to help build a stronger United States by providing a sufficient 
supply of wholesome milk to our children. 

And I further add that we are much wiser to use Commodity Credit Corpora- 
tion funds to buy milk for our schoolchildren than to use these funds to purchase 
for storage a large amount of surplus butter, cheese, and dry milk. 


Mr. Poacr. I wonder, Mr. Roosevelt, if you might wish to make a 
statement. 


STATEMENT OF HON. JAMES ROOSEVELT, A REPRESENTATIVE IN 
CONGRESS FROM THE 26TH CONGRESSIONAL DISTRICT OF THE 
STATE OF CALIFORNIA 


Mr. Roosrveir. Very briefly. I just wanted to reemphasize the 
question that Mr. Pirnie brought out. 

We in California have very much the same problem. I think Mr. 
Wells stated it correctly when he stated that there was an administra- 
tive problem. 

We will be short, without any question. We will need more. And 
they will not be able to notify us, if I gathered the import of his an- 
swer correctly, soon enough for us to do anything about the problem 
which will make us shut down the whole problem for, probably, a 
good part of May and all of June. 
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Therefore, it seems to me that the logical answer is to increase the 
amount, if they cannot take care of it in an administrative fashion, 
so that in the large States such as New York and California we may 
actually get this program and continue to have it go. Otherwise, it 
will be bound to affect everybody all the way down the line. 

I would hope that the committee would perhaps put some more 
weight on the administrative angle to find out why, or else ask them 
if they cannot find some administrative way to let us know if there 
are surpluses in other States that are not using their allotments, so 
they will have it available to be made available to those areas where 
it is needed, where we know it is needed, and where I think the Depart- 
ment will agree that they know it is needed also. 

So, Mr. Chairman, I am simply here to say that. 

I support these statements by the Department’s letter to me in which 
they simply say that participation in a number of States, including 
California, has increased in excess of the funds allocated to them, 

And then they go on to say, however, under agreement—which has 
been brought out, of course—with the States, the States are obligated 
to maintain their programs within the funds available to them. 

And then it concludes, that although some State agencies on later 
analysis based upon actual expenditures for January and February, 
may find that they will not need all of their share for the apportioned 
reserve, no assurances can be made with regard to the amount of addi- 
tional funds that may become available in that matter. 

So that leaves the State of California where we have a State law 
which requires 10-day notice to the localities—it leaves them in the 
position that they have got to notify the localities that the program 
is going to be cancelled. And then there is the administrative problem, 
we cannot pick it up again. 

It seal seem to me that there is a challenge to the Department if 
they have funds available to work it out adidinieeentivaty. And if 
not, if they need greater appropriations, then I would certainly be 
strongly for the bill introduced by Mr. Johnson and Mr. McGovern 
and, probably, others which would give them the assurance that they 
could do this, so that they would get. the result accomplished. 

So speaking as a nonfarmer but, certainly, nonfarming areas are 
vitally interested in it, that is why I have asked permission to empha- 
size this. 

Mr. Poace. We thank you. 

Mr. Jonunson. I wanted to ask the Department, has any word gone 
out to the States that you are cutting down on the special school milk 
program ? 

Mr. Garser. Mr. Johnson, the States have been notified of the addi- 
tional money that will be given to them on or before May Ist, and 
have been instructed, as they know, to stay within what they have 
allocated to them. 

Mr. Roosrvett. May I comment on that? The State of California 
has been notified that their share of the reserve is $429,944, which is 
not enough to meet the demands which will then under this ruling 
automatically mean that this program ends early in May. 

Mr. Poace. Thank you very much. 
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Mr. Pirnim. Mine is the same as the gentleman’s from California. 
This program as it was launched for the State to participate, par- 
ticularly, in regard to where a larger percentage of that is by the State. 
And it does as much good as any other program. So they are maybe 
penalized for giving enthusiastic support to this program, when at 
the same time, they are asked to make available funds when there are 
funds available in the $75 million appropriation. That would be 
unfortunate if they were to cut back. Then we would find ourselves 
with expenditures of, we will say, $74 million or less. 

Mr. Minter. This we try toavoid. I will let Mr. Wells answer that, 
the technical question. ‘This we try to avoid to the best of our ability. 

Obviously, as stated here before, in many instances we are unable 
to recapture the money, to reallocate. Yes; I think it is unfortunate. 
That is something that we attempt to avoid wherever possible. 

As stated in the letter to Congressman Roosevelt, there can be no 
guarantee that any recoupment can be given back because of the ad- 
ministrative problems. 

Mr. Roosrvect. If it became the policy that you knew you had $76 
million or $80 million, then you could make that allocation because you 
would know that the funds were there. 

Mr. Wetts. Let me say this, presently it would be unfortunate if 
we had to, as I state, discontinue or saftutuotialts curtail the school 
milk program and wound up not spending the $75 million. Yet when 
you allocate funds to the 48 different State funds and then the States 
allocate them to schools, each State school lunch director is faced with 
this same problem within his State of seeing to it certain schools, in 
effect, hold out or obligate more of the funds while other schools are 
short. 

It is quite true that you get a maximum consumption if you had a 
program easy to program, but of all of the programs we administer 
in the Agricultural Marketing Service this is almost the only open-end 
program that I know of, where you say, “We will reimburse you for 
each half pint of milk.” Actually, we say that is the maximum, not 
to exceed that on their school lunch funds. They most assuredly have 
the problem, they must have it in their budget. They don’t know how 
many school lunches they will serve at the beginning of the year, how 
many surplus commodities they will get. This creates a very difficult 
administrative problem. 

I think we should recognize, as compared to most other Govern- 
ment fiscal programs, this program to date has been one of encourag- 
ing increases. And administratively it has been extremely simple. 

And if you solve the problem this year, then as Mr. Miller pointed 
out, you have set the stage for a further increase next year and the 
year after. I think that is the problem Mr. Miller is concerned with, 
to get out of this present administrative problem. It is a tough ad- 
ministrative problem. 

All we can say is that we will do the same and the States will say 
they will do their best. You then set the stage for a further increase 
and the year following that. 

Mr. Preniz. You have some administrative problems in this alloca- 
tion; and conceivably there will be unused allotments? 
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Mr. Wetts. As Mr. Miller has pointed out, you solve that problem 
by setting the stage for an increase the next year and the year after. 

Mr. Pirnie. Whether the program should stand on its merits, then 
you come back to that question, or whether it is simply an agricultural 
program ? 

Mr. Miter. Yes. 

Mr. WeE.ts. We would not spend more than $75 million this year but 
we would spend more next year and the year after. 

Mr. Poace. Any further questions? 

Mr. Snort. Do I understand this premise correctly that just because 
Federal funds are not available that the program may not be necessar- 
ily curtailed if they run out—it would be up to the State or local 
school district to provide the funds to carry on the program ? 

Mr. Miuter. They could do so very readily. 

Mr. Suort. There is no reason why they should not, if it is a 
desirable program ? 

Mr. Miter. No, sir. 

Mr. Poace. Anybody want to answer that question ? 

Mr. Miter. I said there is no reason why a State could not 
participate. 

Mr. JoHnson. With a guarantee that they would be paid for it? 

Mr. Miter. Up to the maximum. 

Mr. Poace. Are there any further questions? If not, do I under- 
stand that you gentlemen are going to give us some figures showing 
the cost of the ee and showing just what your processor 
products cost you 

Mr. Wettus. Yes; we will do our best to do that. I will try to get 
some distribution costs. 

(The information may be found in the table on p. 10.) 

Mr. Poace. Is there anyone else that wants to testify to this bill? 

Mr. Heaty. I was scheduled to testify. 

Mr. Poace. Do you want to testify ? 

Mr. Heary. Yes, sir. Not necessarily today. I will be glad to come 
back tomorrow. 

Mr. Poace. We will have to pass this measure sometime soon if it is 
going to do any good. You have a prepared statement, Mr. Healy. 
Mr. Murray called my attention to the fact that you have a prepared 
statement. Would you want to read it ? 

Mr. Heary. I would like to talk about it a little bit. 

Mr. Poace. I am going to suggest that Mr. Johnson come back and 
hold a session this afternoon at 2 o’clock, at which time Mr. Healy 
will be heard. Permission is granted to insert in the record at. this 
point a statement from Congressman Jeffery Cohelan, and one from 
Congressman John J. McFall. 

(The statements are as follows :) 


STATEMENT OF Hon. JoHN C. McFALt, 11TH DistrRIcT oF THE STATE OF CALIFORNIA 
Mr. Chairman, I appreciate this opportunity to appear today in support of 


legislation to increase the authorization for use of Commodity Credit funds to 
encourage consumption of milk by schoolchildren. 
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If your committee does not take favorable action, I am advised that the 
school milk program will be cut off in California and other States next month. 

The school milk program is one of the very best of the many agriculture 
support programs, particularly as it relates to the health and well-being of 
children who otherwise would not have the opportunity to obtain an adequate 
supply of milk. 

Most of the schools in the 11th District of California now participate in this 
program and many have told me of the specifie good it does in case after case, 
particularly in the poorer districts. A side effect is the help the program gives 
eur dairymen. 

I am told that participation in the school milk program in California has de- 
veloped according to the following pattern, which demonstrates its approval 
and acceptance: 1956, $4,014,284; 1957, $5,412,500; 1958, $5,952,650; 1959, $7,- 
211,352. 

According to estimates as recent as 10 days ago it will require some $7,892,289 
to carry out the support program in California throughout the balance of the 
school year, or some $650,000 more than is now available. 

I understand that the administration favors holding the national program at 
the current $75 million annual level this year and again in fiscal 1960. I strongly 
urge you to act today to approve an $80 million program for both of these 
years, 

Among those who have asked to have their voice heard here today in support 
of the increased program are: B. W. Gripenstraw, district superintendent, 
Oakdale Union School District; Virginia Ferguson, Star Route, Hickman; Mrs. 
John R. Thompson, Roberts Ferry School, Hickman; W. A. Gustafson, secretary, 
board of trustees, Orestimba Union High School, Newman; Mrs. Hollis Warner, 
Star Route, Hickman; Forrest L. Brown, district superintendent, Riverbank 
School District, Riverbank; Ivan Larsen, district superintendent and principal, 
Patterson Union High School, Patterson. 


STATEMENT OF HON. JEFFERY COHELAN, SEVENTH DISTRICT OF THE STATE OF 
CALIFORNIA, ON BEHALF OF H.R. 5247, ror AppITIONAL FUNDS FoR SPECIAL 
MILK PROGRAM 


Mr. Chairman and members of the committee, thank you for giving me a 
moment to advise of my support of legislation calling for additional funds for 
the special milk program for the balance of this fiscal year. 

The value of this program is shown nowhere to a greater extent than in the 
State of California. I am very anxious that young people in my State and in 
all other States have the opportunity to participate in this program. They 
will not continue to do so, unless new funds are provided. 

James N. Fulmor, of the Dairy Industry Advisory Board of the State of Cali- 
fornia Department of Agriculture, advised me by letter March 12, 1959, as 
follows: 

“* * * for maintaining the health of our youngsters, it seems essential that 
California be allotted the funds needed to complete our moral obligations for 
the remaining part of the school term.” 

Mr. Fulmor’s office advised that the State department of education estimates 
that another $680,936 will be needed to carry the California program through 
June 30, 1959. 

On March 13, 1959, Mr. L. A. Maes, of the Alameda County Milk Dealers’ 
Association, advised as follows: 

“We understand that present funds would run out May 9, 1959. The amount 
required to continue the program through June 30, 1959, is $1,110,000. Subse- 
quent to the request for the above amount, a special allocation of $430,000 was 
made by the Department of Agriculture, reducing the amount required to ap 
proximately $681,000.” 

Gentleman, I understand that the legislation before you today would provide 
additional funds in the amounts referred to in the letters I have cited. 

May I very simply urge favorable action on this legislation by your committee. 

Thank you. 
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Mr. Poace. The committee will stand in recess until 2 o’clock this 
afternoon. 
(Whereupon, at 12:15 p.m., the committee recessed, to reconvene at 
2 p.m. of the same day.) 
AFTERNOON SESSION 


Mr. Poage (presiding). The committee will please come to order 
Mr. Healy, you have a statement ? 

Mr. Heaty. Yes, sir. 

Mr. Poace. You may proceed. 


STATEMENT OF PATRICK B. HEALY, ASSISTANT SECRETARY, NA- 
TIONAL MILK PRODUCERS FEDERATION, ACCOMPANIED BY N. J. 
POST 


Mr. Heaty. I would like to introduce Mr. Post, who will partici- 
pate with me in this statement, and ask your permission to file the 
statement which I have and to comment on some of its highlights. 

Mr. Poace. Without objection you may have that privilege. 

(The prepared statement is as follows :) 


STATEMENT OF PaTRICK B. HEALY, ASSISTANT SECRETARY, NATIONAL MILK PrO- 
DUCERS’ FEDERATION 


Mr. Cooley, members of the committee, my name is Patrick B. Healy. I am 
the assistant secretary of the National Milk Producers Federation. Our offices 
are at 1731 I Street NW., Washington, D.C. 

The Federation is made up of cooperatives whose membership is dairy farmers, 
Therefore, the Federation speaks only for producers. At the present time, there 
are over 800 dairy farmer cooperatives in the Federation with a combined 
producer-membership of over 500,000 families. 

We want to thank you for this opportunity to appear before the committee 
and support efforts to assure adequate financing for the special milk program 
for children. 

Since its inception in 1954, the program has continually progressed—a real 
tribute to congressional leadership and cooperation among Federal, State, and 
local agencies, school officials, and parents. Reference to program statistics 
shows that the objectives set by the Congress are being realized—more milk is 
being consumed in schools and in child-care centers and summer camps and, 
therefore, the acquisition of dairy products by the Commodity Credit Corporation 
has been directly decreased. This means that more children are getting more 
milk in school than ever before. It means that costs for purchasing and storing 
dairy products under the price-support program are lower. It means that more 
children are developing the habit of including milk in their diet. It means that 
children, through this program, are improving the nutritional level of their diets. 
It means that CCC purchases of dairy products will be less, thereby decreasing 
the depressing effect Government stocks have on producer prices. 

During each of the past 3 years the program has shown significant increases 
in school participation and in milk consumption. This year, the number of 
schools participating increased 5 percent over last year, which was 7 percent 
over the year before. The number of one-half pints of milk consumed over this 
same period went up from 1.9 billion to an estimated 2.1 billion this year, if the 
current level of program activity continues for the remainder of this year. Pro- 
gram progress and needs can best be shown by the attached table showing, by 
State, the increase in the number of outlets and the number of one-half pints of 
milk reimbursed during November 1958 compared with November 1957. How- 
ever, any restriction developing in the program now would not only slow its 
progress this year but would have a negative effect on program operations during 
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succeeding years. All estimates of participation and plans for increasing pro- 
gram activity by State and local school officials would be modified to the point 
where program activity could become static with virtually no progress possible. 
This is contrary to the original objective of the program. 

A cutback in progress now because of inadequate financing could mean not only 
decreased nutritional improvement for children participating, but increased Gov- 
ernment purchases and storage of dairy products. The question is, therefore, 
shall we continue to utilize the proved mechanics of this program to make better 
nutrition available to a vulnerable segment of our population through this 
constructive use of our abundance, or should we depend on Government purchase 
and storage programs? 

The fact that the special milk program has made it possible to move this 
quantity of milk through normal channels of trade and at more favorable pro- 
ducer prices, adds support to the merits of the program. A fuller realization of 
the significant contribution the program is making toward lessening the amount 
of Government dairy product purchases, thereby tending to lessen the threat of 
Government-owned products on the commercial market, is made when we are 
mindful of three basic facts in the current dairy picture. No. 1—the estimated 
annual excess milk production over commercial needs is only 3.5 percent. No. 
2— it is axiomatic in our industry that some excess production is needed to meet 
unexpected needs. No. 3—the twice daily harvest of our production and the 
daily marketing plus the factor of perishability intensifies the adverse effect a 
small percentage of excess has on the bargaining position of dairy farmers. 
Dairy farmers are very much aware of this situation just as the purchasers of 
their raw product are aware of it. It is understandable, therefore, that we 
would place great emphasis on programs such as the special milk program which 
has resulted in a broadening of the base of consumption. 

Information developed by the U.S. Department of Agriculture from reports 
of program needs in the various States shows that 38 States will be required to 
make revisions in their programs this year unless adequate financing is made 
available. The attached table gives this information by State. The indicated 
need to maintain the program for the remainder of this year at the level 
desired by the various States is $3,378,569. 

In view of the tremendous strides being made in the program, the momentum 
generated under the program, the increasing annual school enrollment, from 
33.2 million in 1954 to 39.1 million in 1959, and the importance of assurance to 
school officials that if the program is to continue, it will be adequately financed, 
we support H.R. 54138, 5414, 5430, 5433, 5487, 5600, and 5613. These bills are 
designed to accomplish this purpose. We respectfully suggest that the Con- 
gress authorize the expenditure of an additional $5 million for the remainder of 
this fiscal year or a total of $80 million for the entire fiscal year; $85 million 
for the fiscal year 1960; and $90 million for the fiscal year 1961. We recog- 
nize that these are authorizations and their use depends on programs progress. 

We again want to express our appreciation to the committee for its demon- 
strated interest in this and other matters of concern to dairy farmers. In 
their behalf, we thank you. 


(The second table referred to above may be found on p. 10.) 
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SPECIAL MILK PROGRAM 


Number of outlets participating and number of half-pints reimbursed November 
1957 compared with November 1958 


| 
Number of outlets participating Number of }4-pints reimbursed 
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Source: United States Department of Agriculture— March 1959. 


Mr. Heaty. I am Patrick B. Healy. I am the assistant wenn 
- the National Milk Producers Federation with officers at 1731 
treet. 

The Federation is a national farm commodity organization, the 
oldest and largest of its type and is representative of milk producers 
located in every State in the Union. 

Our interest is solely in milk. Therefore, we are appreciative of 
this opportunity to meet with the committee and to discuss the special 





> 


= 





mber 


—.. 


B/2 


i 


| 


S-BeRon 


Be tts beet ps ome bat fm I 
SPP eEPSNSAERo Seton RopeSeSoraosay 
SED SAMMI AMI WW ING OOP MANWODHOWOUBOSOWOOWOONIO 


| 
Remy wep 
acco eorf~ ew 


a — 
Sl reols 
~ a 


med 


SCHOOL MILK PROGRAM 49 


milk program for children, because it is in our minds one of the most 
successful and most important programs which deals with milk and 
its products and its effect upon farmers and farm income. 

It is important to note that the program as it was developed by 
this committee, approved by the Congress, and put into operation is 
doing the job that was expected of it. : 

It is, also, important to note that the job is only half done. There 
are only oun of the children in this country who are eligible to 
participate in the program who have as yet come under it. 

During the last year we put about 2 billion half-pints of milk into 
use, into consumption in schools and child care centers and summer 
camps. It is expected that the program can grow to a substantial 
extent beyond that 2 billion half-pints of milk. 

There are in this country about 39 million children of an age to 
participate and there are only about 20 million children that are 
participating today. Therefore, we think it is quite important for 
the Congress to provide funds so that these additional children can 
be brought into the program as the States make the program avail- 
able to them. 

We think it is also important to note that what we are asking for 
here, and what the legislation which is before this committee asks 
for is not that the Department spend so much money but only that 
so much money be available for spending, should the program require- 
ments dictate its spending. 

We have this surplus production which is not great. About 314 
percent of the total milk production last year. We think it is very 
important to utilize this abundance, this surplus of milk in some way, 
where it can benefit other than the people who produce it. 

We think that programs such as this school milk program can be 
developed which will make this milk immediately available through 
commercial channels to people who really need it, and if it can 
that, certainly no bad can be said of it. 

Therefore, we are here making an appeal for an additional $5 
million this year to raise the top authorized limit of expenditure to 
$80 million, $85 million next year and $90 million the following year. 

We are right now faced with a definite need for about $334, mil- 
iion to keep the program going. 

The program has been advancing year after year after year. There- 
fore, we can safely assume that we will need an additional $5 mil- 
lion for at least each of the next 2 years. Otherwise, we are faced 
during those 2 years with another emergency hearing just as we have 
here today to keep some program from stopping. 

Therefore, we think it is important to consider longer than just 
this current year. 

Mr. Poacr. May I ask you, in that connection, if we authorized 
$85 million next year, would the effect of that be to turn this subject 
over to the Appropriations Committee ? 

Mr. Hnary. No, I do not believe so. Are you talking about this 
problem of exceeding the borrowing authority of the Commodity 
Credit Corporation ? 

Mr. Poage. Yes. 
aaa Heaty. Well, I guess that is right. There is some relation 
there, 
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Mr. Poacr. That is exactly what is being advocated. 

Mr. Hearty. You mean to turn this over to direct appropriations 
each year instead of using Commodity Credit Corporation funds? 

Mr. Poace. No, no. I mean those who are advocating changes in 
the rules so that all measures that authorize additional borrowings 
come to the Appropriations Committee. 

The Cuairman. This would also apply to the distribution of sur- 
plus commodities. 

Mr. Poace. Yes. 

Mr. Heaty. It perhaps would. I think, too, that this morning 
there was some question about taking this out of the Commodity 
Credit Corporation appropriations. 

Mr. Poaaer. Yes, there was. 

Mr. Hearty. And making it a part of the regular Agricultural De- 
partment budget. But we look upon this program as a part of the 
farm program, a part which does benefit children and rightly so. But 
no farm program is just one program. It is not just a price supports 
program. It is a price supports program and utilization program of 
all sorts. 

And, certainly, we would continue to advocate that those utiliza- 
tion programs which are vital to the basic price supports program— 
they are the parts which make it work—be kept together so that they 
are subject to review by this Committee of Agric vulture from which 
emanates the price supports program. Therefore, anything that 
would take away from this committee the review and authorization 
of funds for these programs which are affiliated with or tied to the 
price supports program, we would think would be wrong. 

Mr. Poace. Because of the threat of such changes and they have 
some support in many high places, might it not be well to confine any 
additional authorization we make at this time to this year—that we 
might require that next year the matter be brought back before us for 
review? Whereas if we passed legislation that authorized increased 
appropriations or increased expenditures, in additional and future 
years it would simply be handing control over to the Appropriations 
Committee, that is, it would be handing this program to them. 

Mr. Heatry. I think, on the other hand, what you would be doing 
is giving assurance to the States which must develop these programs, 
and must go out and work with their local school officials. 

Mr. Poace. How do you give that assurance when you simply 
authorize the Appropriations Committee to make available that much 
money, and they can make that much available, or make any lesser 
amount available, if they want to. You give them the full control of 
the program. 

Mr. Heary. But by so doing have you not permitted the Congress, 
of which the Appropriations Committee is a part, to support such 
funds? 

Mr. Poace. All we do is to authorize the expenditure of that much 
money. ‘Then they can spend that much or any part of it they want to. 
As I see it, in future ye: is—please do not misunderstand—I see the 
desirability and the necessity of providing the funds for the year 
1959—and so far as I can see we will probably need additional funds 
in 1960 and probably more in 1961. But if this committee is to divest 
itself of supervision over the year 1960 and the year 1961, then it seems 
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to me that from what you have already said that we better do this 
thing one step at a time. 

Mr. Quiz. Will you yield ? 

Mr. Poaaer. Yes. 

Mr. Quire. As I understand it, the money comes from the Commod- 

ity Credit Corporation borrowing authority, we not only authorize 
the expenditure but it is up to the Department of Agriculture to use 
as much of these funds as they deem necessary to promote the program, 
but if we take the program out of the Commodity Credit Corporation, 
then it comes under the jurisdiction of the Appropriations Committee. 

Mr. Poacr. May I speak off the record ¢ 

The CHarrMan. Yes. 

(Discussion off the record. ) 

The CuarrMan. Mr. Healy, in view of the situation we have at the 
moment, do you not think it would be well to authorize the $5 million 
for 1959 and take no action at the present time for 1960 and 1961? 

Mr. Heaty. No, sir, I do not. I was not aware of the position of 
this proposed resolution which Mr. Poage mentioned off the record, 
but since we do not have it I think that the committee should make 
available to the States sufficient assurance that they can go on and 
make their plans, develop plans so that this program can be made 
available to the other one-half of the children of our Nation who just 
do not participate right now. And they cannot do that just on a year- 
to-year basis. They have got to know that next year they will be 
able to increase their use of these funds 7 or 8 percent. 

The CuarrMan. Maybe by next year the condition will be somewhat 
different. 

I am willing to go along with you even if we did not have a sur- 
plus problem. 

Mr. Hearty. That is correct. 

The Cuatrman. This program can be justified. And in fairness to 
the children who are not now receiving the benefits we want. this 
program continued and expanded. 

You heard it stated here this morning that the attitude of the De- 
partment is against further expansion. “T did not realize the Depart- 
ment had already notified the States that they would be short of 
funds. 

In that situation I feel that in order to discharge my duty I want 
to vote to authorize an additional $5 million so that I will know they 
have the money to do the job. I think it would be less complicated if 
we did that. 

Mr. Heaty. Certainly, that is the pressing problem right now, be- 
cause what we heard this morning to the contrary notw vithstanding 
there will be no reimbursements or returns from these States which 
do not use what they have been alloted, because they do not know how 
much of that they will not use until after June. And then, of course, 
it would be too late to put it back. 

Mr. Aserneruy. Mr. Chairman, I think there are one or two things 
about this that we have overlooked. I think the impression is being 
put into this record that a certain number of children are not getting 
milk. That is not correct. They are supplied milk through the regu- 
lar school milk program. 

Mr. Heaty. Yes, sir. 
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Mr. Jenninos. They are not supplied milk, are they? If they do 
not get a class A type meal they are not getting milk with it. If the 
get a class A type meal, then this program provides that 4 cents will 
be provided. 

If they are getting a class C type meal, then only 3 cents is provided, 
: Mr. Heaty. Yes, sir. Actually, there are two programs involved 

ere. 

Mr. Jenwntnes. Sure. 

Mr. Heaty. There is a school lunch program. 

Mr. Asernetuy. Through which they get nothing. 

Mr. Heaty. Through which they must get milk. 

Mr. Jennines. They may get milk. 

Mr. Anernetuy. They must get milk. 

Mr. Jenntnos. No, sir, not under a class A and class C program. 
Under the class A program they do get milk, but under the other 
program they do not get milk. They have two types. 

The Cuarrman. We still reach only about one-half of the children 
under this program ? 

Mr. Heaty. Yes, sir. But this legislation that we are talking about 
now is over and above the school lunch program. 

Mr. Jennrncs. That is right. 

Mr. Heaty. The school lunch program in which milk is served, 

Mr. Jennings. Not necessarily. 

Mr. Heaty. With a class A meal. 

Mr. JenninGs. With a class A meal. As long as you make that 
distinction you are stating it correctly. 

Mr. Heaty. Then if additional milk is served at that meal, then 
that comes out of that program. If there is an additional service of 
milk at some other time during the school day that comes out of this 
program. But the two programs are separate and apart. 

Mr. AserNeTHY. Wait just a minute. Let us go back to what we 
started out to do. We set out to make available to the school children 
a second glass of milk. 

Mr. Heaty. That is right. 

Mr. Aspernetuy. It was a disposal program, was it not? 

Mr. Heaty. Partly, yes. 

Mr. Anernetuy. Well, let us not quibble about that. It was a dis- 
posal program. 

I am sure that the gentlemen, as well as the members of this com- 
mittee at the time it was inaugurated, felt that the people in the States 
who were handling the school lunch programs had to make milk 
available in that program before they could get money out of this 
extra special milk program, did they not? 

Mr. Hearty. That is right. 

Mr. Asernetny. All right. So it does not necessarily hold true 
that X number of children are not getting milk with their school 
lunches, as was put in the record this morning. 

Mr. Heaty. No, that is right. 

Mr. Asernetuy. That is right. It is true that they may not be 
getting a second or third glass of milk, is that not right? 

Mr. Hraty. I have some figures that may help. There are about 
80,000 schools in this program that we are talking about today. There 
are 60 some thousand schools in the school lunch program. 
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The other program with which milk is served. 

And they are not necessarily the same schools. Some of them are 
and some are not. Ais 

This program is actually putting more milk into more schools than 
the school lunch program is. 

Mr. AnernetHoy. They were designed, and the pense who car- 
ried on the school lunch programs were told that if they did not serve 
milk in the beginning that they could not get any of this commodity. 

Mr. Heaty. That is right. 

Mr. Asernetuy. So it was a disposal program. 

How many children in America are getting school lunches? Let 
us talk about the whole number. 

Mr. Heaty. Mr. Post tells me there are 12 million children in the 
school lunch program, out of about 39 million that are eligible. 

Mr. Aperneruy. $5 million or $25 million extra would not be 
enough to make available that extra glass of milk to all of the school 
children of America, would it? 

Mr. Hexaty. No. but that is what is necessary to keep the program 
and expanding at this time in order to eventually give them an extra 
glass of milk. 

Mr. AperNEtHY. How much did the school milk program expand 
percentagewise in 1958 over 1957? 

The CuarrmMAn. The record shows that. 

Mr. Aserneruy. About what percent? 

Mr. Heaty. 13.1. 

Mr. Asernetuy. How much did it expand in 1957 over 1956? 

Mr. Heaty. 22 percent. 

Mr. Asernetoy. What was that in dollars? 

Mr. Hearty. Well, in dollars we spent in 1958, 66.3 million. 

Mr. Asernetuy. All right, how much in 1957 ? 

Mr. Hearty. $60.5 million. 

Mr. AserneTHYy. What did we spend in 1956? 

Mr. Heary. In 1956, $45.9 million. 

Mr. Asernetuy. It had not got rolling yet. 

Mr. Heary. That is right. 

Mr. Apernetuy. This point was made that there would be an in- 
crease of 12.1 percent in 1959 over 1958 under it, was it not? 

Mr. Heary. 13.1, I think that is correct. 

Mr. Asrrneruy. And still that would not take up the full $75 
million ? 

Mr. Heary. No, no, wait a minute. 

Mr. Apernetuy. You can figure it out. I figured it out this morn- 
ing. You have $8,020,000 of your authorization unused in 1958 which 
would be made available to the program next year. 

Mr. Hearty. They estimate that they will spend $74.3 million this 
year, which is 12.1 expenditure. The States have estimated that in 
order to continue the program at its current rate, through the end of 
the fiscal year, they will have to expend, well, 78.3, I think it is, which 
amounts to something over 13 percent. There may be point of dis- 
crepancy in numbers but these States are faced right now with either 
cutting these programs back or knowing very quickly that they can 
go ahead with them. 
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Mr. AserNeTHY. How do they handle this program? Are they re- 
imbursed? Somebody said 4 cents a glass for this extra milk. 

Mr. Hearty. They get reimbursed 4 cents for some types and 3 cents 
for some others. 

Mr. Azernetuy. Let us take the 3-cent type. How much do they 
pay for that milk per glass ? 

Mr. Heaty. It varies according to the area, but it is somewhere 
around 5, 6, 7 cents. 

Mr. AperNetuy. Let us take 6 cents. The Government is reim- 
bursed for 3 cents. So that makes the cost. to the Government 3 cents 
and to the State 3 cents. If we spent 3 more cents per glass, the local 
areas have got to advance 3 more cents, haven’t they ! 

Mr. Heatry. That is right. 

Mr. Jennines. Somebody has to. 

Mr. Heary. The schoolchildren pay more—more children pay the 
same, 

Mr. Asernetuy. The money that is made available from the Fed- 
eral Government does not defray the whole cost of this? 

Mr. Heatry. Not at all. That is why, Mr. Abernethy, we think 
it is such a good program. The Federal Government is not picking 
up all of the checks for the utilization of this milk. We think that 
is a part of what is good about it. 

Mr. Apernetuy. Thank you. 

Mr. Jones. If I may interrupt, can you answer the question about 
the difference in the quality of the milk in the various States—what 
is the lowest butterfat content that is permissible in any State? 

Mr. Heaty. I believe 3.25. 

Mr. Jones. What is the highest? 

Mr. Heary. Well, it goes all the way up—lI do not think there is 
any State regulation which calls for much over 3.5, but milk, gen- 
erally, averages about 3.7 or 3.8, as it is distributed. 

Mr. Jones. You mean, in other words, or, rather, you do not mean 
to say that there are many dairies that are selling milk that exceeds 
the minimum requirements? 

Mr. Heaty. Yes, sir. 

Mr. Jones. You do? 

Mr. Heaty. Yes. 

Mr. Jones. There are some places that are complaining because 
of the competitive feature, some of this milk being sold to the school 
lunch program is below the State standard. That violates the law, 
does it not? 

Mr. Heary. It would, also, violate this school milk regulation. 

Mr. Jonegs. It violates both of them ? 

Mr. Heaty. Yes, sir. 

Mr. Jones. I want to get this for the record. You say that the 
minimum requirements, so far as you know, in any State is 3.25? 

Mr. Heaty. Yes, sir. 

Mr. Jones. What is the highest minimum in any State # 

Mr. Heaty. I do not know—I do not know. I can’t supply it for 
the record but I think it would be 3.5. 

Mr. Quiz. Will you yield? 

Mr. Jones. Yes. 
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Mr. Quin. I am quite sure that California has a 4-percent require- 
ment which is the highest. : 

Mr. Jones. That is what I was thinking. That is what I am trying 
to get at. What I cannot figure out is this: If we are going to get into 
this Federal program and we are to feed them milk, let us feed them 
the same milk everywhere and make the requirements the same, 
instead of where we come to the point that they sell milk that 
is low in butterfat, so that we would not be taking everything out of 
the milk. That is where you created the whole surplus by ae 
it out. You created a surplus of butter and dried milk. If you sol 
the fluid milk as is, if you had had done that, we would not have any 
of this problem that we have today. mas 

The CuarrmMan. Are there any further questions? 

Mr. Quire. When we were talking about the percentages, I noticed 
in Mr. Healy’s statement that this year the number of schools partici- 
pating increased 5 percent over last year, which was 7 percent over 
the year before. 

When you were talking about the 13 percent, was that the number 
of children? 

Mr. Hearty. The amount of the milk. 

Mr. Quire. You said one-half of the job was done. Do you think 
we will ever get the whole job done where every child will receive 
milk under this program ? 

Mr. Heary. I would not think so. I certainly would think that 
we should provide encouragement to work toward that end, 

Mr. Quire. Do you think that the percentage of increase will con- 
tinue for some time as we have seen it now, or it will level off ? 

Mr. Heaty. It certainly should continue. 

Mr. Quite. Does the Milk Producers Federation have a program to 
encourage the schools to get into this? 

Mr. Hearty. We have two men in the field who spend considerable 
time working on it. What we have discovered is that people do not 
understand this. The people in the markets, and the school officials 
and the farmers and the dairy people become a little perturbed at each 
other. And if we can send somebody in to straighten it out, it helps. 
We have helped in a considerable number of these programs. And 
we will continue to do that. 

Mr. Quis. It would help if the school people would know that some 
sort of a program would encourage the use of fluid milk in the 
school—that would be wise over a long period of time, even if there 
should be absolutely no overproduction. 

Mr. Huaty. That is correct. That is why I suggested earlier that 
it is important for them to know that there is continued room for de- 
velopment in the program, and not to have it on just a year-to-year 
basis. Asa matter of fact, Mr. Quie, we participated with it in order 
to encourage this program with the new Holland Steel Co. in the 
development of a one-half hour moving picture which we are sending 
around to the television stations, to every place, explaining just how 
this program can be put into operation in a community and what the 
benefits of the program are. 

Mr. Quite. Many school authorities look askance at the idea of ad- 
vertising in the schools. In the Twin Cities schools they allow the 
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milk companies to come in and show educational movies and to pro- | gr 
mote their own products, which is the only agricultural product that pr 
is allowed to come in and advertise in the schools. ‘That is done real. . 9 


izing the great nutritional value of it as a food. 
The CuarrmMan. Are there any further questions? 
Mr. McInrire. Do you think that the limitation is one of edu- . 
cation? Are there other limiting factors? 3 
Mr. Heary. Of course, I think there must be some impetus of out- 
sidemoney. That is No. 1. 
No. 2, certainly, is education among the local school officials. 


Most of the State school officials, I think the leaders of the edu- a 
cational program for each State, are well aware of the program, as is bu 
evidenced by the fact that 38 States have gone over their allotments, po 
but the main need for education is locally. School principals are re- bu 
luctant to take on one more administrative job of collecting this money a 
and putting it to use. mi 

Mr. McIntire. Where they do have school lunch programs already pr 
in effect, I suppose it is easier to implement it ? = 

Mr. Hearty. That is correct. a 

Mr. McIntire. In other areas, where there are no school lunch pro- _ pr 
grams it would be somewhat different ? 

Mr. Hearty. Where there are none, it is something brand new and th 
something which they are reluctant to go into, because mostly they are ¥. 
fearful of an administrative chore that 1s not theirs. flu 

Mr. McIntime. Does this occur more in, you might say, the rural nif 
school districts than in the metropolitan school districts ? iia 

Mr. Hearty. No, I think—I know it does occur more in the urban eo 
areas. This reluctance to assume the job. pr 

The Cuarrman. Are there any further questions ? ba 

Thank you very much, Mr. Healy, for your statement. of 

Mr. Heary. Thank you. | to 

The CHarrman. The committee will go into executive session. ref 

(The following letter has been submitted to the subcommittee and 
without objection by the chairman is included in the record :) A 
STATEMENT TO THE HousE COMMITTEE ON AGRICULTURE IN REFERENCE TO BILLs a 

To EXTEND AND INCREASE THE FUNDS AVAIABLE TO THE SPECIAL ScHooL MILK xe 

PROGRAM, F'rRoM OtTre M. REED, WASHINGTON REPRESENTATIVE, NATIONAL CREAM- . 

ERIES ASSOCIATION mu 

cla 

Mr. Chairman and members of the committee, the National Creameries Asso- 4 
ciation has supported the special school milk program and the military milk pro- to 
gram ever since they were conceived some years ago by the late Honorable or 
August H. Andresen, of Minnesota. Mi! 

The special school milk program is one in which, to my knowledge, all of the sul 
dairy associations have been agreed, and I am sure they wish to see the program Mil 
continued and its full potentialities realized. 1S § 

It seems to us that the problem that faces the Congress in connection with eva 
this program is not that of determining the degree of support among dairy mil 
organizations and general farm organizations, inasmuch as all farm organiza- Sys 
tions, as far as our knowledge of the matter is concerned, support this program ma 
and desire to see it continued. Rather, if there are any problems involved in 7 
these fluid milk programs, they might well center around the determination rev 
as to how far and how broad the scope of the programs should be. to 

Accordingly, in the remainder of this memorandum, we shall address our- hig 
Selves to certain facts as to the current scope of operations and related factors. fac 

Programs for the expansion of fluid milk now current under existing law enc 

wol 


are (1) the expansion of consumption involved in the regular school lunch pro 
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gram authorized by the National School Lunch Act, (2) the special school milk 
program, and (3) the military milk program, the latter two being authorized 
under the Agricultural Adjustment Act of 1949, as amended. In calendar year 
1958, these three programs accounted for the following volumes of milk: 


Pounds 
1. Special school milk....-~.-~~-..-.------~-..-~-~-----.----- 1, 097, 000, 000 
®. National achoolk bunch Milken 6.4 oq ante cig eppreese eta een 1, 006, 000, 000 
S- MMtATY MMs acc nice os es sb me me pecketqasipasimaryercer 600, 000, 000 
iotehii 22 cswiie ns ied 0s tw pmapeian—tepbenne— 2, 703, 000, 000 


During calendar year 1958, the total volume of milk equivalent taken off the 
commercial market through the price-support program for manufactured dairy 
products (butter and cheese) amounted to 8.6 billion pounds in the form of 
butter and 80.3 million pounds in the form of cheese, for a total of 3,756,300,000 
pounds milk equivalent. Total offtake in terms of milk equivalent of fluid milk, 
butter and cheese in 1958 therefore amounted to 6,459,300,000 pounds milk 

uivalent. 

“a The significance of these figures in relation to the school milk and military 
milk programs is indicated by the fact that, in 1958, the volume under such 
programs was 72 percent of the volume of milk removed from the commercial 
market under the price-support purchase program in the form of butter and 
cheese, and represented 42 percent of the milk equivalent removed from com- 
mercial marketing channels under both the price-support program and fluid milk 
rograms. 

In. addition to the foregoing considerations relative to the current scope of 
the program, which indicates a very significant increase in consumption of milk 
at schools by schoolchildren and additional milk consumption by the Armed 
Forces, it is to be recognized that producers of fluid milk for distribution as 
fluid milk in cities and municipalities of the United States also make very sig- 
nificant economic gains. 

The gains to fluid milk producers from the general price-support program 
for manufacturing milk and butterfat are in themselves quite significant. In 
most of the fluid milk markets of the country, prices paid fluid milk market 
producers for milk used in fluid form (class I as it is commonly called), are 
based on the price received by producers for manufacturing milk and butterfat 
and the products thereof. Thus, any gains in prices at which manufacturing 
milk and butterfat producers are able to sell their product which is attributable 
to the price-support program, and these are significant price gains, also are 
reflected in fluid milk prices to fluid milk market producers. 

In addition to the gains derived from the price-support program for manu- 
facturing milk and butterfat, there is a very important price enhancement to 
fluid milk producers as a result of this program. The reason for this is the 
fact that milk from fluid milk market producers which ordinarily would not be 
sold as fluid milk at fluid milk prices, but would be sold by the fluid milk mar- 
ket producers as manufacturing milk surplus to the sales of their milk as fluid 
milk, becomes reclassified from the manufacturing milk class to the fluid milk 
class as a result of the operation of the program, 

As you no doubt know, in fluid milk markets it is the common thing for milk 
to be sold to milk handlers and distributors on the basis of the use the handlers 
or distributors make of the milk delivered to them by fluid milk producers. 
Milk sold by the handler or distributor as fluid milk to consumers and con- 
Sumer outlets is classified as class I milk, and commands the highest price. 
Milk which is in excess of sales to consumers and consumer outlets as fluid milk 
is sold for use in manufactured dairy products, such as ice cream, butter, cheese, 
evaporated milk, condensed milk, and the like. Milk sold for manufacturing 
milk commands the lowest price. This, briefly, describes the classified price 
system of pricing milk delivered to handlers or distributors in fluid milk 
markets. 

Thus, for each hundredweight of milk which the fluid milk programs under 
review in this statement are responsible for moving from the manufacturing class 
to the fluid milk class (class I), the fluid milk market producers receive the 
higher fluid milk or class I price for such milk, rather than the price for manu- 
facturing milk which they would have received had not the fluid milk programs 
encouraged its use as fluid milk rather than its use as manufacturing milk, which 
would have been the case in the absence of the programs. 








ae 


The gains derived from selling the milk in higher classes than would have been 
the case in the absence of these programs is very significant, indeed. A rough 
measure of these gains is made possible by comparison of the average prices paid | 
producers by fluid milk handlers or distributors for milk for city distribution, « 
as compared to average prices received by manufacturing milk producers for | 
their milk. 

The measure of gain is stated in the preceding sentence to be rough due to the 
fact that, in order to measure the precise gains to fluid milk market producers 
under this program, it would be necessary to compare sales under the severg] | 
fluid milk prograuis (special school milk, national school lunch milk, and military 
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milk) in each market where such programs are in operation with the prices & 


of class I (fluid) milk prevailing in such markets and the prices for manufac. | 
turing milk. Such tedious computation of precise gains involves analysis of g 
great deal of data which is not available to this office, and which would serye 
no useful purpose in this presentation of the matter. 

It suffices to say that, in 1958, the U.S. average price paid by distributors 
or handlers for fluid milk for distribution to city consumers as fluid milk was 
$5.42 per hundredweight, whereas the U.S. average price received by manufactur. 
ing milk producers was $2.87 per hundredweight. Both prices quoted in the pre. 
ceding sentence have been adjusted to 3.5 percent butterfat content. Thus, the | 
spread between these prices is $2.55 per hundredweight. This figure, $2.55 per 
hundredweight, represents the amount per hundredweight, on the average, 
which fluid milk market producers gain from these milk programs, on each 
hundredweight of fluid milk used in these programs. 

It appears to us that, with this record of gains in consumption at schools by 
schoolchildren, together with the demonstrably large per hundredweight gains 
to fluid milk market producers, the Congress has before it proof of the efficacy 
of these programs. 

It further appears that, in view of the foregoing, the only real problem re- 
maining to the Congress is that of determining how much, if any, the programs 
should be expanded and broadened in scope. This is a question respecting which | 
we regret to say we do not have available the information to enable us to advise 
the Congress in this phase of the matter. 

It would be our opinion that, if the U.S. Department of Agriculture officials 
who administer these milk programs believe that they can further expand the 
programs and broaden their scope without reducing regular commercial sales 
of fluid milk, then the programs should be extended. The ultimate limits of 
expansion and scope of the programs seem to us to depend upon the findings 
of the officials of the U.S. Department of Agriculture in respect to these matters, 
and as far as we are concerned, we would be quite inclined to accept their 
judgment in the matter. Here, of course, we are not ourselves dealing with 
budgetary considerations, but solely with the matter of desirable expansion 
and scope in the physical terms of expanding the amount of milk that would be| 
sold in fluid form without going beyond the saturation point and causing reduc- 
tions in regular commercial sales of fluid milk. 

In closing, may we state it as our considered opinion that these programs 
have materially increased the consumption of fluid milk on the part of children 
at schools and on the part of the military, and they also have resulted in very 
significant economic gains on the part of fluid milk market producers. As to 
further expansion of the programs and broadening their scope, we will depend 
upon the good judgment of the Congress after it reviews the testimony in 
connection with this phase of the matter that is furnished by the officials of 
the U.S. Department of Agriculture who are charged with the administration of 
these programs. 

Respectfully submitted. 


(Whereupon, at 2:40 p.m., the committee went into executive ses- 
sion. ) 


x 
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WEDNESDAY, MAY 20, 1959 


House or REPRESENTATIVES, 
SUBCOMMITTEE ON Dartry AND PouLtRY 
OF THE COMMITTEE ON AGRICULTURE, 
Washington, D.C. 

The subcommittee met pursuant to notice at 10:30 a.m., in room 
1308, New House Office Building, Hon. Lester R. Johnson (chairman 
of the subcommittee) presiding. 

Present: Representatives Johnson, Thompson, Hagen, McIntire, 
Dixon, Quie, and Pirnie. 

Also present: Representative Merwin Coad (Iowa). 

Mr. Jonnson. The committee will please come to order. 

We have under consideration today a group of bills. Among them 
are S. 1289, by Senator Humphrey of Minnesota, which has passed 
the Senate, and some 13 other bills introduced by Members of Congress. 

(S. 1289, introduced by Senator Humphrey; H.R. 5248, by Mr. 
Johnson of Wisconsin; H.R. 5408, by Mr. Kastenmeier; H.R. 5413, 
by Mr. Laird; H.R. 5414, by Mr. Langen; H.R. 5430, by Mr. Nelsen; 
H.R. 5433, by Mr. + pesk H.R. 5487, by Mr. Andersen of Minnesota; 
H.R. 5600, by Mr. McGovern; H.R. 5604, by Mr. Meyer; H.R. 1938, 
by Mr. Quie; H.R. 5613, by Mr. Brown of Missouri; H.R. 3197, by 
Mr. Quie; and H.R. 5932, by Mr. Laird, are as follows:) 


[S. 1289, 86th Cong., 1st sess.] 
AN ACT To increase and extend the special milk program for children 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That the first. sentence of Public Law 85-478 
(72 Stat. 276), is amended to read as follows: ‘‘That for the fiscal year beginning 
July 1, 1958, not to exceed $78,000,000, and for each of the two fiscal years there- 
after, not to exceed $80,000,000, of the funds of the Commodity Credit Corpora- 
tion shall be used to increase the consumption of fluid milk by children (1) in 
nonprofit schools of high school grade and under; and (2) in nonprofit nursery 
schools, child care centers, settlement houses, summer camps, and similar non- 
profit institutions devoted to the care and training of children.” 

Passed the Senate April 30, 1959. 

Attest: 

Fe.tton M. Jounston, Secretary. 


(H.R. 1938, 86th Cong., Ist Sess.] 
A BILL To provide a permanent extension of the special school milk program 
Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That the first sentence of Public Law 478, Eighty- 
fifth Congress (72 Stat. 276), is amended by striking out the words “for each of 
the fiscal years in the period’”’ and inserting in lieu thereof ‘‘for each fiscal year’, 
and by strikiag.out the words ‘and ending June 30, 1961,’’. 
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[H.R. 3197, 86th Cong., Ist Sess.] 
A BILL To increase and extend the special milk program for children 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That the first sentence of Public Law 85-478 
(72 Stat. 276) is amended to read as follows: “That for the fiscal year ending 
June 30, 1959, not to exceed $75,000,000, and for each fiscal year thereafter not 
to exceed $85,000,000, of the funds of the Commodity Credit Corporation shall 
be used to increase the consumption of fluid milk by children (1) in nonprofit 
schools of high-school grade and under; and (2) in nonprofit nursery schools, 
child-care centers, settlement houses, summer camps, and similar nonprofit in- 
stitutions devoted to the care and training of children.”’ 


{H.R. 5248, 86th Cong., Ist Sess.] 


A BILL To increase the authorized maximum expenditure for the fiscal years 1959, 1960, and 1961 under the 
special milk program 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That the first sentence of Public Law 85-478 
(72 Stat. 276) is amended to read as follows: “‘That for the fiscal year beginning 
July 1, 1958, not to exceed $80,000,000, and for each of the two fiscal years there- 
after, not to exceed $85,000,000, of the funds of the Commodity Credit Corpora- 
tion shall be used to increase the consumption of fluid milk by children (1) in 
nonprofit schools of high school grade and under; and (2) in nonprofit nursery 
schools, child care centers, settlement houses, summer camps, and similar non- 
profit institutions devoted to the care and training of children.” 





[H.R. 5408, 86th Cong., Ist Sess.] 


A BILL To increase the authorized maximum expenditure for the fiscal years 1959, 1960, and 1961 under 
the special milk program 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That the first sentence of Public Law 85-478 
(72 Stat. 276) is amended to read as follows: ‘‘That for the fiscal year beginning 
July 1, 1958, not to exceed $80,000,000, and for each of the two fiscal years there- 
after, not to exceed $85,000,000, of the funds of the Commodity Credit Corpora- 
tion shall be used to increase the consumption of fluid milk by children (1) in 
nonprofit schools of high school grade and under; and (2) in nonprofit nursery 
schools, child care centers, settlement houses, summer camps, and similar non- 
profit institutions devoted to the care and training of children.” 


[H.R. 5413, 86th Cong., Ist Sess.] 
A BILL To increase and extend the special milk program for children 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That the first sentence of Public Law 85-478 (72 
Stat. 276) is amended to read as follows: ‘‘That for the fiscal year ending June 30, 
1959, not to exceed $80,000,000 and for the fiscal year ending June 30, 1960, not to 
exceed $85,000,000, and for the fiscal year ending June 30, 1961, not to exceed 
$90,000,000, of the funds of the Commodity Credit Corporation shall be used to 
increase the consumption of fluid milk by children (1) in nonprofit schools of high 
school grade and under; and (2) in nonprofit nursery schools, child care centers, 
settlement houses, summer camps, and similar nonprofit institutions devoted to 
the care and training of children.” 


{H.R. 5414, 86th Cong., Ist Sess.] 
A BILL To increase and extend the special milk program for children 
Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That the first sentence of Public Law 85-478 (72 


Stat. 276) is amended to read as follows: ‘‘That for the fiscal year ending June 30, 
1959, not to exceed $80,000,000, and for the fiscal year ending June 30, 1960, not 
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to exceed $85,000,000, and for the fiscal vear ending June 30, 1961, not to exceed 
$90,000,000, of the funds of the Commodity Credit Corporation shall be used to 
increase the consumption of fluid milk by children (1) in nonprofit schools of high 
school grade and under; and (2) in nonprofit nursery schools, child care centers, 
settlement houses, summer camps, and similar nonprofit institutions devoted to 
the care and training of children.” 


[H.R. 5430, 86th Cong., 1st sess.] 
A BILL To increase and extend the special milk program for children 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That the first sentence of Public Law 85-478 (72 
Stat. 276) is amended to read as follows: ‘‘That for the fiscal year ending June 30, 
1959, not to exceed $80,000,000, and for the fiscal year ending June 30, 1960, not to 
exceed $85,000,000, and for the fiscal year ending June 30, 1961, not to exceed 
$90,000,000, of the funds of the Commodity Credit Corporation shall be used to 
increase the consumption of fluid milk by children (1) in nonprofit schools of high 
school grade and under; and (2) in nonprofit nursery schools, child care centers, 
settlement houses, summer camps, and similar nonprofit institutions devoted to 
the care and training of children.”’ 


[H.R. 5433, 86th Cong., Ist sess.] 
A BILL To increase and extend the special milk program for children 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That the first sentence of Public Law 85-478 (72 
Stat. 276) is amended to read as follows: ‘‘That for the fiscal year ending June 30, 
1959, not to exceed $80,000,000, and for the fiseal year ending June 30, 1960, not to 
exceed $85,000,000, and for the fiscal year ending June 30, 1961, not to exceed 
$90,000,000, of the funds of the Commodity Credit Corporation shall be used to 
increase the consumption of fluid milk by children (1) in nonprofit schools of high 
school grade and under; and (2) in nonprofit nursery schools, child care centers, 
settlement houses, summer camps, and similar nonprofit institutions devoted to 
the care and training of children.”’ 


[H.R. 5487, 85th Cong., Ist sess.] 
A BILL To increase and extend the special milk program for children 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That the first sentence of Public Law 85-478 (72 
Stat. 276) is amended to read as follows: ‘‘That for the fiscal year ending June 30, 
1959, not to exceed $80,000,000, and for the fiscal year ending June 30, 1960, not to 
exceed $85,000,000, and for the fiscal year ending June 30, 1961, not to exceed 
$90,000,000, of the funds of the Commodity Credit Corporation shall be used to 
increase the consumption of fluid milk by children (1) in nonprofit schools of high 
school grade and under; and (2) in nonprofit nursery schools, child care centers, 
settlement houses, summer camps, and similar nonprofit institutions devoted to 
the care and training of children.’’ 


[H.R. 5600, 86th Cong., Ist Sess.] 
A BILL To increase and extend the special milk program for children 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That the first sentence of Public Law 85-478 
(72 Stat. 276) is amended to read as follows: ‘‘That for the fiscal year ending 
June 30, 1959, not to exceed $80,000,000, and for the fiscal year ending June 30, 
1960, not to exceed $85,000,000, and for the fiscal year ending June 30, 1961, not 
to exceed $90,000,000, of the funds of the Commodity Credit Corporation shall 
be used to increase the consumption of fluid milk by children (1) in nonprofit 
schools of high school grade and under; and (2) in nonprofit nursery schools, child 
care centers, settlement houses, summer camps, and similar nonprofit institutions 
devoted to the care and training of children.”’ 
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(H.R. 5604, 86th Cong., lst Sess.] 


A BILL To increase the authorized maximum expenditure for the fiscal years 1959, 1960, and 1961 under the 


special milk program | 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembl.d, That the first sentence of Public Law 85-478 | 
(72 Stat. 276) is amended to read as follows: ‘“‘That for the fiscal year beginning 
July 1, 1958, not to exceed $80,000,000, and for each of the two fiscal years there. 
after, not to exceed $85,000,000, of the funds of the Commodity Credit Corpora. | 
tion shall be used to increase the consumption of fluid milk by children (1) jy | 
nonprofit schools of high school grade and under; and (2) in nonprofit nursery | 
schools, child care centers, settlement houses, summer camps, and similar non. | 
profit institutions devoted to the care and training of children.” 





[H.R. 5613, 86th Cong., Ist Sess.] 
A BILL To increase and extend the special milk program for children 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assemoled, That the first sentence of Public Law 85-478 | 
(72 Stat. 276) is amended to read as follows: ‘“‘That for the fiscal year ending | 
June 30, 1959, not to exceed $80,000,000, and for the fiscal year ending June 30, 
1960, not to exceed $85,000,000, and for the fiscal vear ending June 30, 1961, not | 
to exceed $90,000,000, of the funds of the Commodity Credit Corporation shall 
be used to increase the consumption of fluid milk by children (1) in nonprofit | 
schools of high school grade and under; and (2) in nonprofit nursery schools, child 
care centers, settlement houses, summer camps, and similar nonprofit institutions | 
devoted to the care and training of children.”’ 


[H.R. 5932, 86th Cong., 1st sess.] 
A BILL To increase and extend the special milk program for children 


Be it enacted by the Senate and House of Representatives of the United States of | 
America in Congress assembled, That Public Law 85-478 (72 Stat. 276) is amended | 
to read as follows: ‘That the Secretary of Agriculture is hereby directed to under- | 
take a program to increase the consumption of fluid milk by children (1) in non- 
profit schools of high school grade and under; and (2) in nonprofit nursery schools, 
child care centers, settlement houses, summer camps, and similar nonprofit 
institutions devoted to the care and training of children.” 

Sec. 2. (a) During the fiscal year beginning July 1, 1958, not to exceed 
$78,000,000 and for the fiscal year beginning July 1, 1959, not to exceed | 
$80,000,000, of the funds of the Commodity Credit Corporation shall be available 
to carry out the purpose of this Act. 

For each fiscal year thereafter, there are hereby authorized to be appropriated 
such sums as may be necessary to carry out the purpose of this Act. 

(b) Amounts expended hereunder and under the authority contained in the | 
last sentence of section 201 (c) of the Agricultural Act of 1949, as amended, shall | 
not be considered as amounts expended for the purpose of carrying our the price 
support program. 


Mr. Jounson. The question before the subcommittee is this: Is | 
the $80 million authorized in the Senate bill for 1960 and 1961 8 
sufficient amount of money to take care of school milk; will it provide 
for expanding the program as it has been in the past; and will the 
$80 million make it necessary to cut back the amount of money paid | 
to various schools? With that question before the committee, I will 
call the first witness from the Department, Mr. Oris V. Wells, who has | 
with him Mr. Martin D. Garber and Mr. Howard P. Davis. 

Mr. Wells, you may sit right there, and we shall leave these seats 
for other committee members when they come in. 

(Discussion off the record.) 
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STATEMENT OF ORIS V. WELLS, ADMINISTRATOR, AGRICUL- 
TURAL MARKETING SERVICE, U.S. DEPARTMENT OF AGRICUL- 
TURE; ACCOMPANIED BY MARTIN D. GARBER, DIRECTOR, 
FOOD DISTRIBUTION DIVISION, AGRICULTURAL MARKETING 
SERVICE, AND HOWARD P. DAVIS, AGRICULTURAL MARKETING 
SERVICE 


Mr. Weuts. Mr. Chairman, I shall read my statement, if I may. 
It is short. 

I am pleased to be here today to discuss bills to increase the author- 
ized use of funds under the special milk program for the fiscal years 
1960 and 1961. 

Some of the bills before the House would increase the special milk 
funds to $85 million for each of the next 2 years; others would provide 
$85 million for 1960 and $90 million for 1961. Also, the House com- 
mittee has before it S. 1289, in which the Senate has provided the 
sum of $80 million for each of the next 2 fiscal-years. 

In view of the Department’s testimony before the House com- 
mittee in March of this year, it is not necessary to make another 
detailed statement on the development and current status of the 
program. Generally, the status of the program, and the Department’s 
position with respect to funds for it, remain unchanged from that time. 

The special milk program is now operating in over 78,000 schools 
and in 1,500 child-care institutions. Thus, when the summer camps 
can be added in, the number of outlets will exceed 80,000. According 
to our latest estimates, milk consumption will be close to 2.2 billion 
half pints this year, which is an amount equal to somewhat more than 
2 percent of the annual fluid milk consumption by our nonfarm popu- 
lation. (This is, of course, exclusive of the approximately 2 billion 
half pints of milk which will be served as part of the type A lunches in 
schools this year.) 

We still expect program expenditures to be about $75 million this 
year. This is exclusive of Federal administrative funds which will 
run about $600,000. 

We have previously indicated to the subcommittee that the special 
milk program has been very effective in creating constructive addi- 
tional markets for fluid milk. 

Mr. Jounson. I think the hearings were held before the full com- 
mittee. 

Mr. We tts. Yes, sir; to the full committee, I should say. 

Nonetheless, the Department believes that it is time to stabilize 
the program at its present level, that is, at $75 million. A program 
of that size can continue to provide a stimulus to increased consump- 
tion among children and to expanded markets for fluid milk. On the 
other hand, unless the program is modified, each year will bring about 
the need for an additional allocation of Federal funds. 

Any new program of this type inevitably reaches the point where 
some stabilization must be introduced into its operating budget. 
We strongly believe that this is the time to take this step in the 
special milk program. 

Milk production during the first quarter of calendar 1959 was 
slightly smaller than a year earlier. While production for the year 
may exceed 1958 by a small amount, it probably will be less than the 
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growth in population. Thus, price support acquisitions are not 
expected to be as large as last year. Our inventories are of man- 
ageable size. This situation is in great contrast to the almost 1 bil- 
lion pounds of surplus dairy products in inventory in 1954 when the 
special milk program was started. 

In conclusion, when this program was inaugurated in 1954, a chief 
reason for its adoption was the necessity of some sort of additional 
outlet for dairy products. It has since been recognized that the 
nutritional value of this additional milk is probably the most desir- 
able aspect of the program. But if the extra nutritional value of 
the added milk is the rationale for the program’s expansion, the 
Department recommends that any further need for funds to finance 
this expansion should be borne by the respective States and local 
communities and not by the Federal Treasury. 

The special milk program was started as a temporary activity to 
help dairy farmers and is authorized for only 2 more years. This is 
also strong reason why it should not be increased in amount. 

Mr. Jonnson. Any questions, Mr. Thompson? 

Mr. THompson. You are recommending the Senate bill, then? 

Mr. Wetts. No, sir; we are recommending that the current legis- 
lation be left unchanged, Mr. Thompson, which authorizes not to 
exceed $75 million of Commodity Credit funds for this purpose. 

Mr. Jounson. Maybe you do not have this information available, 
and I shall direct my question to Martin Garber. 

For fiscal 1958, how much of the $75 million appropriated through 
Commodity Credit was used for the school milk program? 

Mr. Garser. For fiscal 1958—that was last year. 

Mr. Jonnson. The year that would end in July of 1958. 

Mr. Garser. The amount that we used was $66.3 million. 

Mr. Jounson. What is your estimate that you will use for this year? 

Mr. Garser. The estimate for 1959, fiscal 1959, would be $75 
million. 

Mr. Jonnson. That is an increase in the school milk program of 
almost $9 million over 1958. 

Mr. Wetts. I think it would be better, Mr. Johnson, using $8 
million. My guess is that it will fall slightly short of $75 million. 

Mr. Jonnson. Then let us make it $8 million. 

Mr. We tts. Yes, $8 or $8% million. 

Mr. Jonnson. Is there any reason for you to believe that the 
program will not increase, if it is given a chance, in fiscal 1960, the 
same as it has in fiscal 1959? 

Mr. Garser. Congressman Johnson, there should be, at some 
point, a leveling off of the program. Of course, it is hard to tell when 
it will level off. 

Mr. Jonunson. Do you think that it will level right off with no 
increase in fiscal 1960? 

Mr. GarBer. No, sir; I do not. I do not wish to attempt to say 
whether it will level off in fiscal 1960 or not. 

Mr. Jounson. If it increased $8 million in fiscal 1959, it would seem 
to me that it would be likely to increase in 1960, unless something is 
done to stop it. 

Mr. Garper. Under the present rate of reimbursement, it would; 
yes, sir. 

"Mr. Jonnson. What is the rate of reimbursement now to schools? 
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not Mr. Garser. Those schools that are in the National School Lunch 
1an- Act program get 4 cents per half pint of milk. Those that are not 
bil- in the National School Lunch Act program get 3 cents, and summer 
the camps and other institutions get 2 cents. 
Mr. Jonnson. Well, is there any plan before the Department now 

hief to cut down the amount of reimbursement to the school? 
onal Mr. Garser. It would be necessary for the 1959 operation to cut 
the the rate of reimbursement in order to live within the $75 million. 
sir- Mr. We tts. Fiscal 1960. 
>of . Mr. GarBeErR. For 1960; yes, fiscal 1960. 
the Mr. Jonnson. Have you made any plans, or have there been any 
nee conferences as to possible cuts? 
real Mr. We ts. Well, let me say this, Mr. Chairman. We would 

like to maintain this as a program where new schools can come in. 
r to Mr. Jonnson. Yes, I would like to see it, too. 
is is Mr. We tts. To do that within the $75 million next year would, 


according to our preliminary investigation, mean a reduction from 
4 to 3% cents and from 3 to 2% cents. That would leave the summer 
camps at 2 cents; they are a relatively small item. There has been 


gis- no decision on this, but in order to keep it where we can maintain 
; to a rate of increase at least equal to last year, and keep it to where 
., States will be sure to have enough for operation next year, our recom- 
ble, mendation would be a cut of about one-half cent. 

| Mr. Jonnson. If you cut the 4-cent group to 3% cents and the 3- 
ugh | cent group to 2% cents, how much would you save, in millions of 





Mr. GarBer. Well 
Mr. Jonnson. You must have done some figuring on that. 
Mr. GarsBer. That would mean, for the next fiscal year 

ar? | Mr. Jonnson. Yes. 
$75 | Mr. GarBer (continuing). Planning our present rate of increase 
| of 8 or 10 percent, then we would actually spend about $70.5 million. 


| dollars? 





. of Mr. We ts. Or, said another way, I think—I would like to check 
on this—the saving would be about $9 million. Otherwise it would 
$8 run around $80 million for the year. 
on. Mr. Davis. We are only sure that it would probably run over $80 
million if we continue at our present rate next year. 
Mr. Jonnson. Without cutting it, or with cutting? 
the Mr. Davis. Without cutting it would run over $80 million next 
the year. Whether it would run $83 or $82 or $81 million, we do not 
know. It would probably be closer to $80 million. 
yme Mr. Wetus. As I say, Mr. Johnson, 2 years ago the increase was, 
hen I think, from about $61 million to $66.3 million, a little more than $5 
million. Last year it picked up, I would say, $8 or $8.5 million, so 
no an increase of $6 to $8 million would seem reasonable. 
Mr. Jonnson. Off the record. 
Say (Discussion off the record.) 

: Mr Jounson. Do you not think that if you start cutting the 
em schools, as you are contemplating, you may stop new schools from 
y is coming in, and you may have some schools drop out? 

Mr. We ts. I would suppose there would be some cases where this 

ild; might slow up the rate of increase. I think our judgment would be 
that we would continue to increase and we would get more com- 

Is? | — about administrative difficulties encountered in cutting the 
alf-cent than we would get from the actual decrease in consumption. 
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Mr. Jounson. Now, if you left it and paid the schools the same 
as you are now, and your rate of increase was the same for fiscal 1960 
as it is going to be for fiscal 1959, how much money would you need to 
carry out the program? 

Mr. We tts. Well, if we spent $66.3 million last vear and somewhere 
over $74 million this year, the answer would be between $82 and $83 
million. This is the kind of calculation you get into. 

Mr. Jounson. That is all the questions I have. 

Do you have a question, Mr. Hagen? 

Mr. Hagen. I would like to ask one or two questions. 

How do you meld or blend the school lunch and school milk pro- 
grams together? The mechanics of it? 

Mr. We tts. Well, we have had a very considerable problem here, 
Congressman Hagen, because the school lunch program is centered 
on the type A school lunch, which requires a completely balanced, 
nutritious lunch, including a serving of a half-pint of milk. The 
reimbursement under the special milk program has been almost 
as much as the State gets for serving a complete, balanced school 
lunch under the school lunch program. 

After the first year’s operation, with a rather complicated historical 
base, we have the program where any school now in the type A school 
lunch program receives this year 4 cents for each additional half-pint 
of milk it serves beyond the half-pint which must go with the lunch 
in order to maintain and stay in the school lunch program. 

For those schools that do not have a school lunch program, we 
only give them 3 cents a half-pint. You see, the school lunch program 
requires that the school must serve a half-pint of milk with the 
balanced, nutritious lunch. 

Mr. Jounson. That they do not receive any payment for at all? 

Mr. We tts. They get it through the National School Lunch Act. 
They must serve that half-pint of milk. For each additional half- 
pint, we give them 4 cents. 

For schools having just a special milk program by itself, we give 
them 3 cents. It does not completely and satisfactorily answer the 
question, but it does put an incentive for staying in the national 
school lunch program, instead of pulling out and saying, “We'll 
just sell milk and sandwiches and candy bars, and so on, on the side.” 

Mr. Hacen. I understand that in California, for example, in 
areas as wealthy and populous, as San Diego, for instance, the schools 
are discovering that this contribution of 4 cents—I do not know 
whether it is more or less in California—was so small that the require- 
ments for the lunch were more detrimental than the minor contribu- 
tion that the Federal Government made, so they dropped out of the 
Federal school lunch program and set up their own. 

In those instances, is it your experience that they continue the milk 
program? 

Mr. We ts. I think they do, Congressman Hagen. We have, as & 
matter of fact, endeavored to encourage the States, who have the au- 
thority to do it under the act, where they can, to put their school lunch 
money into the schools that are the most needy or in lower income 
areas. We do not think it bothers a city with a relatively high school 
lunch program to drop out if they use the money where it is most 
needed. Many States prefer just to level everything out and not 
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take on the burden of separating it. But many States do have a 
variable program in the State. ; ; 

Mr. Hacen. Let us take a school that has been participating in the 
school lunch program that decides to quit and supply their own school 
lunches under their own standards. They could conceivably leave the 
milk out of their lunch and take the Federal milk. Is that what they 
do? 

Mr. Wests. Exactly. 

Mr. Hagen. So then you have not really increased consumption of 
milk there; you have merely substituted one form of consumption for 
another. 

Mr. We tts. The first year we had this program in operation, we 
tried to establish a standard to use as a base, and we found ourselves 
with all kinds of administrative and operative and audit questions. 
We found that the first year we only spent $17 million. e came 
before either a subcommittee or the full Agriculture Committee, Con- 
gressman Johnson, and explained the situation and the kind of com- 
plaints we were running into, and proposed a simplification which 
would take the type A school lunch program as a base, and pay a 
sum across the board to the school, otherwise. 

We recognized that in doing this, we would not get a 100 percent 
increase in consumption, but nevertheless, when we made this change, 
we jumped our participation from $17 million to $40 million the next 

ear, and I doubt if the lack of efficiency or the milk we paid for which 
ad been served the year before amounted to more than $3 or $4 
million, leaving a net $36 million increase. 

As I say, this is what you pay for simplification. We thought 
enough about this and came up and told the committee about it and 
said that we thought the General Accounting Office would call it to 
our attention, as they did, subsequently. 

Mr. Hacsn. The bill that is on the Senate floor, is that for $74 
million. 

Mr. We tts. You now have an act which the Congress passed the 
last session, extending the special milk program for 3 years. It is 
not an appropriation; it is an authorization to use not to exceed $75 
million of Commodity Credit funds each year through June 1961. 

There are now a number of Federal bills to increase that amount. 

Mr. Haacen. I understand that, but is your increase in the school 
milk program on the floor now? 

Mr. Garser. No, that is the school lunch program. 

Mr. We ts. This is an authorization for the use of Commodity 
Credit funds in lieu of price support. 

Mr. Hacen. I see. So this school milk money does not go through 
the Appropriations Committee at all as a direct appropriation? 

Mr. Weis. The original argument was that we were buying 
surplus dairy products and piling them up with Commodity Credit 
Corporation inventories and it would be much better to get the milk 
to school children. The Agriculture Committee provided what they 
call the special milk program, which authorizes the use of Commodity 
Credit Corporation funds. 

Mr. HaGen. So you circumvent the Appropriations Committee 
that way. 


_ Mr. We ts. The Appropriations Committee is fully aware of this 
situation. 











10 SCHOOL MILK PROGRAM 


Mr. Jounson. There are some bills in the Congress that would take 
this from the Agriculture Committee and put it over in the Appro- 
priations Committee. 

Mr. Wetts. The Appropriations Committee gets it when CCC 
goes before it to get funds. 

Mr. Johnson. There is one question in my mind. I have given 
this information—the Department has—in the form of a heari 
What percent of the schools now are participating in the school 
program? 

Mr. Garpser. There are about 80,000 schools presently in the 
program, and I understand that there is a total school enrollment in 
the Nation of about 39 to 40 million children that are eligible for this 
program. Now, if all of them in these 80,000 schools were to partici- 
pate, that would perhaps reach some 30 million of these 39 to 40 
million children that are eligible. 

Mr. We tts. What you are saying is that about 75 percent of the 
children have this available. 

That is not 75 percent of the schools, Congressman Johnson. 

Mr. Jounson. I thought it was around 50 percent. 


Mr. GarBer. There are around 120,000 or 125,000 schools, I | 


thi..k, but there are some smaller schools and rural schools that—— 

Mr. Jounson. That do not participate. 

Mr. GarsBer. Yes. 

Mr. Wetis. Let me make this comment, too. Mr. Garber said 
that this is available to about three children out of four, but that does 
not mean that each one of them participates each week or each day 
or each month, and there is a difference between those participating 
and those to whom it is available. 

On the other hand, school lunches and special school milk are avail- 


able to quite a few more children than are actually participating in | 


any | day. 

Mr. Jounson. Then it is the recommendation of the Department 
that it stay at $75 million? 

Mr. We ts. The Department feels that worrying about how much 
it takes in funds and going forward toward the end of the year without 
knowing where you stand, raises quite a few questions. In the interest 
of economy and good administration, it is the Department’s recom- 
mendation that the $75 million be let stand. I am frank to say that 
if we let it stand, we shall have to reduce rates about one-half cent 
because there are a lot of schools that would like to come in and we 
would like to keep an open-end program. 

Mr. JoHnson. Speaking about coming back for new money for 
school milk, you do not close down the Department of Agriculture 
because you need some supplementary appropriation for agriculture; 
do you? You come back every year for supplementary appropria- 
tions for the Department. 

I think that I am correct in saying there is usually a supplementary 
appropriation bill, and the Department of Agriculture is included in it. 

Mr. Wetts. You are correct that there are always emergency 
items of one kind or another that have to be brought forward as supple- 
mental authorizations. But I still think that, by and large, we like to 
keep these down. And since this was started as an offset to the 
Commodity Credit Corporation dairy product purchases, since the 
dairy program is in much better shape now than it has been, and since 
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the administration does believe that the States and communities should 
help bear the cost of this program, the recommendation is that the 
program stand as now authorized. This is further strengthened, I 
think, by the fact that the program only has 2 more years to run 
under the language as now written. 

Mr. Haaen. I may be asking some questions which were answered 
earlier during my absence, but what percent of schools are engaged 
in what might: be described as bulk dispensation, rather than a little 
bottle; that is, bulk containers from which can be drawn a glass of 
milk? 

Mr. Wettus. My guess is that it is in half-pint containers. 

Mr. Davis. There is considerable bulk used and has been used in 
the school lunch program but I do not think we would be able to 
hazard a guess as to any percentage. There are local restrictions 
on the use of bulk milk in a number of places, I would say that by 
far the majority would go in small containers. 

Mr. Hagen. Who does the actual procuring of the milk? 

Mr. Garser. The schools themselvés. Each school or the school 
district at the local level. 

Mr. Jounson. Do they send in proof through their State office 
from the sales slips of the milk they buy? 

Mr. Garser. They verify the extra milk that they have in the 
program, send it to the State educational office, and then they are 
reimbursed on the basis that we have outlined—4 cents, 3 cents, and 
2 cents. 

Mr. Hacen. They have the utmost latitude in the price they pay; 
do they not? 

Mr. GarBer. Of course, we encourage them to get as good a price 
as they possibly can, but we do not enter into that part of it. That 
is their business. 

Mr. We ts. In all fairness, Congressman Hagen, I would say that 
the local school board, in the management of the school lunch pro- 
gram, has a great deal of latitude. I think you will find that on the 
whole these are very good citizens indeed; they are quite proud of 
the program, and the effort is made and usually has the cooperation 
of the local dairy and distributing interests to get this milk to the 
children as cheaply as possible. There are places where the com- 
munity or the State puts up enough money so that this is free milk. 

There are other places where it is penny milk; in other places, it is 
2or3 cents. There are places where, under the regular type A school 
lunch program, they are serving the milk in special containers, rather 
than in half pints. We think it is rather efficiently run. 

Each State administers its own program and has its own audit 
system, but in addition to that, we have an auditing and appraisal 
service in the Agricultural Marketing Service, and we sample a con- 
siderable number of schools and school districts each year in every 
State, except those who have taken special steps to set up systems 
that meet our audit requirements. Even there, of course, we reserve 
the right to go in and sample it. 

Mr. Hacren. What is the net cost, on the average, of that pint of 
milk to the school? 

Mr. Garser. About 6% cents for the half pint of milk. 

Mr. Hacen. So there is approximately 2'4 cents of local money? 

Mr. Garser. Two and a half to three cents. 
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Mr. Jonnson. Some of the schools collect it from the schoolchildren: 
do they not? 

Mr. Garper. Oh, yes. Most of the schools charge the school- 
children for the difference. 

Mr. Jounson. In cutting back the program as you are proposing, 
it would probably mean that the children who would need milk the 
most would be the ones that would drop out. Maybe it is a penny 
ne maybe their folks would say, ‘““No more school milk.” Is that 
right? 

Mr. WE ts. I should not express the judgment, perhaps, but I do 
not much think so. I think there are places where, instead of free 
milk, they would have penny milk, but I do not think this would 
substantially change the participation. To the extent that you have 
community and State funds, they have the right to put that to work, 
and this we argue they should do. We have, on our own, however, 
made this as a flat price across the board. 

Mr. Hacen. If you increase the authorization as you propose, to 
$80 million; is that right? 

Mr. Jounson. Congressman Quie and about 10 of us here wanted 
to increase it to $85 million, I believe. 

Mr. Qui. Yes. 

Mr. Hacen. If that happened, that would increase the percent of 
Federal contribution. 


Mr. Jonson. No; it would allow them to expand the program. | 


They are proposing to cut it back now. Where they are paying 4 
cents to schools that are in the class A school lunch program, they are 
going to give them 3% cents. Where they are getting 3 cents in the 


school milk program, they are going to reduce it to 2% cents. They | 


are going to leave the summer camp where it is. 
Mr. We ts. There is no firm agreement on these, but these are 
the adjustments that will be necessary. 


Mr. Hacen. However, if you increase the authorization, you will | 


probably increase your allowance? 

Mr. Jonnson. No; they will allow the program to grow, though. 
The program has grown about $8 million in this fiscal year ending 
June 30. It may grow another $3 million, $5 million, or $8 million. 

Mr. Quiz. Even though we have had an authorization of $75 mil- 
lion, that has not been used in the past. They set up a program 
and if enough schools do not come into it, they do not use the full 
amount authorized. Even though we authorized the use of $85 mil- 
lion in years hereafter, it is conceivable that they would not use that 
$85 million. 

Mr. Hacen. I see. And the amount the school gets per half pint 
is an administrative decision in the Department of Agriculture, 
Commodity Credit Corporation? 

Mr. Wetts. Yes. We originally set the rate of payment at a level 
which we thought would bring in substantial participation and get 
the people acquainted with the program. We now think we can 
maintain and somewhat increase the program at a lower rate. 


Mr. Hagen. How does the school that has no lunch pe 
l 


first of all, I assume that there are schools that have no lunch pro- 
gram that participate in milk programs; is that right? 


Mr. Weis. Many of them. 


Mr. Hacen. Typically, how do they handle that milk and dis- | 


pense it? 
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Mr. Davis. Well, they have used a number of different methods. 
In a lot of places, they arrange for the milk to be delivered, iced, at 
about the time when it is to be served—at recess, at lunch time, or 
in the afternoon—so they just stack it up and one of the teachers takes 
the money and they pass out the milk, sometimes using the students 
to do that. They purchase refrigerators in which to store the milk— 
open-top refrigerators—and the children can go along and just take 
out their milk as they pass through. 

In a number of places, they have installed vending machines to do 
this. I do not know that there is any typical way. I would say that 
probably the largest percentage use some sort of refrigerator and some 
sort of self-serving arrangement. 

Mr. Hacen. The point I was going to make is that I think the school 
lunch program has fallen behind, and probably if you expanded the 
school lunch program, you would also, assuming the authority was 
there, expand the milk program. 

Would that be a rational conclusion? 

Mr. Wetts. The type A school lunch program must include a half 
pint of milk. One of the problems of the special milk program has 
been to keep it from getting in the way of the school lunch program, 
which we think is a better program, in the sense that it is a complete, 
balanced lunch. Now, assuming that a child can have only one thing 
for lunch, milk is the best thing that child can have. Now, if a school 
does not have a kitchen or does not have cooks, they can handle the 
special milk program with much greater ease. 

Mr. Jounson. Congressman Quie, do you have a question? 

Mr. Quiz. Yes, I have a question or two. 

I was wondering, Mr. Wells, if a school puts in a vending machine, 
can they do this of their own volition, or do they have to check with 
you to see that it meets certain sanitary standards? 

Mr. We tts. They do it of their own volition. Usually, a State 
has its own school lunch director or superintendent of school. If we 
would find one that does not meet our standards, in our audit, we 
would act. But we are trying to run a decentralized program and 
let the States have some responsibility. 

Mr. Quiz. Do you have any instances where there has been a 
problem with vending machines? 

Mr. We ts. I cannot think of any. 

Mr. Davis. We have one further regulation on the program and 
that is how much the school is allowed to take out of the Federal 
contribution for handling costs. In other words, we require that the 
maximum amount possible of the Federal contribution be used to 
reduce the price to the child. We do not say that the price to the 
child has to be reduced the full 4 cents; but they can use part of the 
total income for equipment. 

Now, there have been instances where vending machine operators 
have requested a greater payment than we allow, and we have said 
in those instances that that is not possible, because it means that the 
Federal contribution is going for other purposes, to a greater extent 
than it should, rather than reducing the price to the child. There 
have been some instances of that. But we have never prohibited 
the use of the vending machine. 

Mr. Qutr. Is the reason that you prohibited the use of a vending 
machine, the fact that it would be so much more expensive than 
putting milk in an open-top refrigerator or even putting it on ice? 

42459593 
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Mr. Davis. No, sir; we do not think so. There are quite a few 
vending machines being used over the country. 

Mr. We tts. As a general policy—there are some exceptions—we 
try to insist that the amount of the Federal 3 cents or 4 cents per half 
pint that is used for distribution not exceed 1 cent. There are some 
exceptions, and we have granted some on this. There are machine 
operators who would like to use much more for this purpose, but I 
think we are justified in saying this program is chiefly for the children, 

Mr. Jonnson. In the cases you turn down, the vending machine 
operator wants to get some of this school money. 

Mr. Davis. Actually, Congressman, we have not turned them 
down. It is entirely in the hands of the local school authorities to 
make their own contracts for machines or equipment. However, we 
have told them that if this means that more than the 1 cent, or more 
than a justifiable amount, not to exceed 1.9 cents, is required, that 
they cannot make such a contract. 

Mr. Wetts. They cannot use our funds to make it. They can use 
their funds. 

Mr. Prirniz. That would be one of the major points as an auditor— 
to make sure that this payment is accurate. 

Mr. Davis. The auditors look into the payments for milk: The 
number of half pints the schools purchase, the price they charge the 
child, and the amount they got from the Federal Government. They 
add it all up and see whether it is in line with the requirements. 

Mr. Jonnson. Are there more questions? Congressman Coad, 
do you have a question? 

Mr. Coan. No, thank you. 

Mr. Quiz. Will you yield, Mr. Johnson? 

Mr. Jounson. Yes, Congressman Quie. 

Mr. Quiz. Do I understand, Mr. Wells, that it does not make any 
difference to you whether the appropriation comes under Commodity 
Credit Corporation funds or general funds? 

Mr. We tts. Well, this is an authorization to use Commodity 
Credit Corporation funds. Our testimony is directed specifically to 
that particular point. If the proposal were to use general agriculture 
funds, or to make it a permanent one, then I think the Department 
would want a completely separate statement. The legislation as it 
now stands authorizes the use of Commodity Credit Corporation 
funds through June 1961. I think both Congress and the administra- 
tion thought this 3-year extension was worthwhile, both from the 
standpoint of the children and the country. 

Mr. Jounson. On that point, I believe that in the last session of 
Congress, I wanted to introduce legislation to set it up on a permanent 
basis. At that time, the Department said it was not ready. 

Mr. We ts. He asked me if it would make a difference, and I said, 
CoV on 7? 

Mr. Jonnson. Have we come to the point where we are ready to 
make it a permanent program and take it out of the Commodity 
Credit Corporation? 

Mr. We xs. I think not, Mr. Chairman. 

Mr. Jounson. Then you are not ready yet. 

Mr. Quire. Mr. Wells, have you stated, in the record so far, the 
past history of how the authorization for the special school milk pro- 
gram was increased? 
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Mr. Wetts. Assistant Secretary Miller appeared before the full 
Committee on Agriculture in March, and I believe there is a hearing 
here which has the record and statistics. 

So we did not try to. We shall be happy to put it at this point in 
the record. 

Mr. Quip. All right. 

Mr. Jonnson. Mr. Wells? 

Mr. We tts. I would be happy to have a very simple table at this 
point in the record. 

Mr. Jounson. Yes, so that we do not have to look through the other 
hearings to find it. 

Mr. Quire. If it is short, why do you not review it right now? Give 
us the years and the amounts. 

Mr. We tts. We shall insert this in the record. 

In the year 1955, we had 41,094 outlets participating for a milk 
consumption in half-pints of 449.8 million at an expenditure of $17.1 
million. This was the year 1955, when we had all the complicated 
school bases and we got the schools in an awful mess. 

In 1956, we had 62,266 outlets participating, with an expenditure 
of $45.9 million, for an increase in expenditures over the previous 
vear of 168.4 percent. 

This progresses through 1958 until 1959, when our best estimate is 
that the expenditures this year will exceed $74 million, and may ap- 
proach $75 million. 

I shall submit this for the record. 

(The table referred to is as follows:) 


SITUATION ON FuNDS AVAILABILITY FOR SPECIAL MILK PROGRAM, FISCAL YEAR 
1958-59 


BACKGROUND 


The special milk program was first authorized in the Agricultural Act of 1954 
to increase the consumption of milk by schoolchildren and the program was 
initiated in September of that year. As shown in the following table, the pro- 
gram has experienced a rapid rate of growth. 


Special milk program—Participation, milk consumption, and expenditures, fiscal 
years 1955-59 


Number of | Milk con- |Expenditures| Increase in 











Fiscal year outlets par- | sumption (million expenditures 

ticipating (million dollars) over pre- 

| half pints) vious year 

| | Percent 
hn he oe ee nc ein eels 41, 094 449.8 | M04. a deth awn 
1966... ... ete o SS 62, 266 1, 394. 2 45.9 168.4 
1967 1... a eater ae ee te kb aka aa 71, 239 1, 752. 7 60. 5 31.8 
ee a avn wo etisbuldivain meee eee 76, 478 1, 918.2 66.3 9.6 
I a nn 2 80, 000 2 175.0 | 75.0 13.0 


1 La addition to schools, program was extended by Congress to summer camps and other child-care insti- 
tutions. 
2 Does not include summer camps. Summer camps in summer of 1957, 2,220; summer of 1958, 3,026. 


Mr. Hacen. Mr. Chairman, I want to ask the question: There is 
no distinction made among the schools with respect to parochial and 
public schools? Parochial schools participate also? 

Mr. Wetts. Yes. The only differences here is that some States 
have laws which prevent the department of education in the State 
from serving anything but public schools, in which case we have to 
administer this through our regional office. 
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Mr. Hacen. In California there are government-operated child- 
care centers. They were started by the Federal Government during 
the war and supported by the Federal Government but subsequent to 
the war, the State took over operation of these child-care centers for 
working mothers who met certain income qualifications; in other 
words, their income was not above a certain point. Would those 
centers be eligible under the present law? 

Mr. Wetts. Yes, we have what we call a summer camp and child- 
care program. 

Mr. Hacen. These are not summer camps. 

Mr. We tts. As I say, we have a summer camp and child-care pro- 
gram. Let me explain this a minute so that the committee will know 
what is involved. 

In the case of the school, we have certain bases and certain meas- 
ures. In the case of summer camp and child-care centers, quite ob- 
viously, you always have to have milk at those places. What we have 
done is submit a program which requires them to meet certain stand- 
ards. The increase there will not be as great as it has been in the 
schools or in the school-lunch program where the half pint of milk is 
in addition to what is given on the lunch. So there we require an 
approved plan of operation. The result is more milk being used, for 
which we give them a payment of 2 cents per half pint. 

Mr. Hacen. They are eligible, these child-care centers? 

Mr. WE tts. Yes, and they get 2 cents a half pint. 

Mr. Garser. The chairman of this committee amended the law to 
make that possible. 

Mr. Hagen. I do not know what other States have this child care, 
but I know they have them in California. 

Mr. Jounson. I put through the bill that made that law back in 
1956. 

Mr. Hacen. Let me congratulate you. 


Mr. Jounson. I wish to congratulate Mr. Garber and Mr. Davis | 


for the wonderful job they are doing in the Department on the school- 
lunch program. I only wish they would come up here to ask for more 
money, instead of saying that they can get along on $75 million. We 
from the dairy area want to see that milk consumed. It kind of irks 
us when the city people complain about all the money the farmer is 
getting. 

We want to see the children drink milk. Of course, I realize that 
you do not make the policy, but I hope that you will keep increasing 
and expanding the program, if we get the money to you. 

Mr. Wetus. We want to see them drink milk in the schools, and 
we also want to see them drink milk in their own homes, when they 
leave the schools and use their own money. 

Mr. Jounson. I notice that the youngsters—we older folks like to 
have our coffee, but I note that the youngsters stick to milk when 
they are 23 and 24, sometimes 27 and 28 years old. 

Mr. Prrniz. That is why we are quite interested in the question 
of dispensers, thinking that was one of the main obstacles to more 
effective distribution. They are not as readily available, in most 
places where children congregate. If we can get something that is 
simple, sanitary, and effective, I think we can use it. 

Mr. We ts. We in the Department want that in schools. We 
would also like to see it in industrial plants and other places. 
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Mr. Qure. It is amazing the amount of milk that is consumed. 
When I was in the State senate, we had a coke machine where we 
congregated for lunch and they put in a milk machine, too. All the 
time that the legislature was in session, through the whole 90 days, I 
only saw six cokes consumed. Yet the dairies had quite a time keep- 
ing their dispenser filled because of the amount of milk that was used. 

te. Hacen. Mr. Quie is a living testimonial to the virtue of drink- 
ing milk. 

r. JoHNSON. Our next witness is Mr. George Bickel, editor of 
Rocky Mountain Union Farmer, Denver, Colo. 


STATEMENT OF GEORGE BICKEL, EDITOR, ROCKY MOUNTAIN 
UNION FARMER, DENVER, COLO. 


Mr. Bicxext. Mr. Chairman, I am from Denver and represent the 
Rocky Mountain Farmers Union, which comprises Wyoming and 
Colorado. However, I appear here, and if I may read a statement 
from the Farmers Union, representing all of our 26 States. 

I would like to say, if I might, to this committee, that we would 
like to commend very heartily Chairman Harold Cooley for the 
appointment of Mr. Lester Johnson to head this committee and also 
to commend the work you are doing in behalf of dairy farmers, in 
behalf of farm people generally, in behalf of the schoolchildren of the 
United States, and the consumers, because this has a direct effect on 
them. 

We would like to commend the action of the subcommittee, which 
did result in the Congress authorizing $3 million additional funds for 
the school-milk program this year. 

Mr. Quiz. May I interrupt? I would like to take credit as a 
member of the subcommittee, but I always find it dangerous to take 
credit where credit is not due. It was the full committee where the 
hearings were conducted, rather than the subcommittee. 

Some of the members of the full committee may mention it to us. 

Mr. Bicket. We shall certainly stand for that correction to include 
your addition, Mr. Congressman. 

Mr. Jonnson. Chairman Cooley thought it was important enough 
to call it before the full committee at the time. 

I want to interrupt at this point. I want to ask Mr. Garber, have 
you the chart, shown on page 10, revised so that it can be put in right 
after your statement? 

Mr. Garser. No, sir; this chart we could, perhaps, bring more up 
to date now, which would show that we do not use—would not need 
quite the amount of money that this chart shows. 

Mr. Jounson. Well, if there is no objection, you will put it in the 
record, when it has been prepared, after your testimony. 

Mr. Garser. That is right. 

(The material referred to is as follows:) 


SpectaL Mitk PrRoGRAM 


A total of $74,308,900 available for reimbursement of milk served to children in 
schools and child-care institutions has been advanced to the administrative units 
of the various States. We have not obtained from these State agencies additional 
estimates of needs since February. However, we have advised all States of the 
$3 million increase in the total authorization for this year and have requested 
them to advise us if they have need for additional funds over what has been ad- 
vanced. We have received requests from only two States (North Dakota, $22,500; 
and Nevada, $1,655) which are currently being reviewed. We have asked all 
State agencies to report by June 15 their estimated total expenditure for the 
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fiscal year. The following table provides the total amount of funds that have been 
advanced to each administrative unit. 


Special milk program— Advancement of funds, fiscal year 1959 


— ——— — ~ - a 
| ? 


| 
|} Amount of Additional Total funds 


Administrative unit initial funds ad- | advanced to 
reserve! | vaneed to | agencies 
agencies 


State agencies:? | 


Alabama oe we . das $1, 014, 601 $61, 009 | $1, 075, 610 
Alaska....-_--- a oe oe 16, 700 1,015 | 7,715 
a woul ede ai ¥. 306, 580 | 19, 453 326, 033 
Arkansas. -- ih : abe ; , 604, 970 36, 569 641, 539 
i iid hetkateammnaniaibaen , seties ' 6, 781, 409 | 420, 944 7, 211, 353 
Colorado Peet en eee ieee oe od 481, 950 | 31, 747 | 513, 697 
Connecticut --.- as ; “e 723, 875 45, 954 769, 829 
Delaware 3 ; s é Reece 166, 950 10, 585 177, 535 
Delaware State Hospital_- ; : 12, 173 2, 691 14, 864 
District of Columbia------- a 358, 726 21,778 | 380, 504 
Florida... A Y 1, 038, 860 | 66, 096 | 1, 104, 956 
Georgia zee 7 ‘ . r 944, 416 56, O88 1, 000, 504 
Hawaii--_ 128, 607 4, 554 133, 161 
Idaho 10, 098 167, 846 
Illinois 305, 862 5, 694, 117 
Indiana 99, 562 1, 708, 650 
Iowa 78, 954 1, 431, 776 
Kansas : ‘ 46, 070 803, 889 
SE ee haeeipcenedeak 2. — | 68, 906 1, 206, 233 
Louisiana__. —4, 739 470, 911 
Maine... 14, 672 256, 607 
Maryland 70, 824 1, 206, 054 














Maryland Department of Budget and Procurement 25, 300 
Massachusetts 2, 853, 942 
Michigan 3, 599, 088 
Minnesota " 1, 726, 723 
Mississippi 56, 190 959, 693 
Missouri 114, 59€ 2, 026, 829 
Montana 5, O85 129, 776 
Nebraska 19, 973 356, 542 
Nevada__. 3, 181 54, 363 
New Hampshire 11, 209 197, 454 
New Jersey. 107, 485 1, 653, 465 
New Mexico.. 19, 768 333, 034 
New York 506, 459 8, 902, 259 
New York Division Standards and Purchase. 42, 123 139, 928 
North Carolina- 71, 701 1, 264, 113 
North Dakota_- 11, 598 192, 250 
Ohio_. 217, 586 3, 734, 585 
Ohio Department of Public Welfare 41, 519 127, 500 
Oklahoma 47, 235 832, 292 
Oregon d 26, 990 4067, 474 
Pennsylvania. 180, 524 2, 998, 416 
Rhode Island ‘ 306, 804 
South Carolina... 461, 089 
South Carolina Dairy Commission. 66, 338 
South Dakota... { 320, 204 
Tennessee 60, 767 1, 536, 638 
Tennessee Department of Agriculture __- : 18, 665 
Texas_. 2, 215, 279 
Utah 155, 619 
Utah Department of Public Welfare- 7,175 
Vermont 143, 975 
Virginia_ 1, 294, 325 
Washington 1, 101, 728 
West Virginia_..- 365, 913 
Wisconsin 2, 049, 557 
W yoming--- 146, 102 

Total. 65, 231, 151 3, 846, 759 69, 077, 910 

Area offices: 3 

Northeast_. 852, 165 968, 814 
Southeast. 369, 547 391, 896 
Midwest 2, 713, 737 , 532 2, 880, 270 
Southwest 630, 418 630, 418 
ET 337, 365 22, 227 359, 592 

Total. 4, 903, 232 327, 758 5, 230, 990 

Grand total._- 70, 134, 383 4,174, 517 | 74, 308, 900 





! Based upon 105 percent of State estimated expenditures during fiscal year 1958. 

2 Represents State educational agency unless otherwise indicated ‘ 

3 For program needs in schools and child-care institutions where program is not administered by a State 
agency. 


Source: U.S. Department of Agriculture, Agricultural Marketing Service, Washington, D.C. 
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Mr. Quiz. Mr. Chairman, there are other groups that would like 
to present testimony, or, anyway, a written statement. Will they 
have this privilege? 

Mr. Jounson. Yes, I was going to take care of that. 

Mr. Quin. I have to get over to another committee meeting so I 
thought I had better mention it now. 

Mr. Jounson. Yes; all right. 

You may continue, Mr. Bickel. 

Mr. Bickeu. Thank you, sir. 

We feel that this is a very excellent report on H.R. 5247, prepared 
by the subcommittee, which was reprinted as the report of the Senate 
Agriculture Committee, a further tribute to the work of the Subcom- 
mittee on Dairy and Poultry and its staff. 

This has been very important, we think, even on the Senate side. 

The additional $3 million for the school milk program this school 
year will not permit expansion of the program to additional schools 
and children. It will only permit the operation of the program at its 
current level, and, as testified by representatives of the Department of 
Agriculture here, even envisions a reduction. 

There are numerous bills before the subcommittee to expand the 
school milk program in 1960 and 1961. We will not attempt to dis- 
cuss individual bills, but to present for your consideration facts which 
we feel justify greater expenditures, and certainly by no means a 
reduction, for the school milk program in succeeding years of 
operation. 

The Senate has passed a bill, S. 1289, to increase funds by $5 million 
in each of the school years 1959-60 and 1960-61. We believe this is 
the absolute minimum by which the program should be expanded and 
we call your attention to the fact that, as introduced, S. 1289 called 
for a $10 million increase for 1959-60 and $15 million increase for 
1960-61. Should the House approve additional funds it appears, 
therefore, that there is a good chance of the Senate concurring. 

In 1954-55, the first year of operation of the school milk program, 
the enrollment in public and private schools was 34.8 million. In the 
1958-59 school year total school enrollment was up to 40.7 million, 
an increase of 5.9 million children or 14.5 percent over 1954-55. 
Participation in the school milk program has developed at a faster rate 
than school enrollment due to the relatively slow beginning of the 
program. In 1954-55, expenditure was $17.1 million; in 1955-56, 
$45.9 million; in 1957, $60.5 million; and in 1957-58, $66.3 million. 
The maximum authorization was reached only this year after 5 years 
of administration of the program. 

We have secured these figures from the Department of Health, 
Education, and Welfare and they are pertinent to the hearing. 

In 1957-58, the latest school year for which information on the 
school milk program is complete, 76,478 schools participated out of a 
total of 146,732 ' eligible schools. Thus 48 percent of the schools that 
appear to be eligible for participation in the school milk program do 


not now have such a program. 


! From the Department of Health, Education, and Welfare: 
Public elementary. se , 4 
INGUDUINS MOONY 5c. on tscccncbesanes . 
NORDIC GREER «5. cans. cana sonnsnesdbeninsie idee nasaeadeine aed eiaspaee eae ae 12, 372 
Nonpublic secondary. ....-.-.- 





NANUNG Cink con daline mvindapadwaeatidinecenetlaueeam ipessaeetlane <ook wh mon aif giina a bviwrante beige ae 146, 732 
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I believe you asked for this figure, Congressman. 

Mr. Jounson. That is right. 

Mr. Bicxet. Therefore, only 52 percent are participating that are 
eligible at this time. 

Many of these schools do not serve midday lunches and do not have 
refrigeration equipment necessary for the program. However, these 
deficiencies will be corrected and, I might add, are being corrected at 
the time, creating the need for additional funds. This is true in our 
State in this regard. 

In 1957-58, there were 1,917,000 half pints of milk served in the 
school milk program. While it is impossible to arrive at the total 
number of children who purchased milk sometime during the course 
of the school year, it is obvious that this is not a sufficient quantity of 
milk to provide on a daily basis a half pint per day to even one-third 
of the total eligible public and private elementary and secondary 
school enrollment. Assuming a half pint per day and 180 schooldays, 
only 10.7 million children could be assured of a half pint of milk per 
day on a continuing basis under the level of operation in effect in 
1957-58. With total primary and secondary school enrollment at 
39.1 million in 1957-58, it is evident that increasing demands will be 
made on the school milk program, especially if school administrators 
lend a hand in making the milk program a significant part of the 
school program. Many schools have outstanding records of par- 
ticipation in the milk program. 

Then we have the records on the increase in school enrollment 
jumping from 40.7 million in 1958-59 on a projected basis by the 
Department of Health, Education, and Welfare, to 43.7 million in 
1960-61. 

The official school enrollment projection of the Department of 
Health, Education, and Welfare through 1960-61 is as follows: 


i iatiathirts ik dbs Ree cs ecole t alate =e meee al =e oie 40. 7 
een ae no edar skeen Shs nec asuen ee sane ee 42. 2 
ee ia Nadas ae aware nae nates eowns Ss aed 43. 7 


Incidentally, in 1964-65, it will go to 47.2 million children in school. 

With a school enrollment increase of 7.5 percent expected by 1961, 
the increase in funds approved by the Senate will be adequate only 
if the expansion of the program is directly related to the increase in 
school population. In other words, the increase approved by the 
Senate will be adequate only if the program is continued without any 
additional participation except that occurring as a result of increases 
in school enrollments. 

We appreciate the opportunity to present our views to the sub- 
committee. 

If I might, Mr. Chairman, I would like to add that from my own 
personal knowledge of the program in the western States of the Rocky 
Mountain area, 2 years ago, the superintendent of the Denver public 
schools made a statement in response to a great deal of criticism then 
leveled at the schools as a result of our lag in relationship to sputnik 
and scientific developments. He said that one of the major obstacles 
to rapid learning in the Denver public schools was the result of under- 
nourishment of some one-third of the school enrollment and Denver 
is not a depressed area, as you know. 

Questioned further in this regard, he extended his statement to say 
that a third of the youngsters appearing, especially in the lower 
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grades, each day were handicapped in their ability to acquire knowl- 
edge by lack of sufficient breakfast and sufficient nourishment in 
what breakfast they had. 

The dairymen of Colorado responded to this; within a 2-week period, 
600 had signed an agreement to give free, to the Denver public 
schools, the surplus quantity of their milk supply. This had a very 
salutary effect and forced a whole rash of meetings of parent-teacher 
groups and dairy farmers and others and we found that in the Denver 
public schools only about half the schools had a school milk program. 

We have increased that to 90 percent in the 2-year period. 

I think this might be typical of the need of public understanding 
of the tremendous importance of this program. 

I would like, in closing, to say again that we cannot comment too 
forcefully on the fact that by no means should there be a cut in this 
very significant program, both to the health of the Nation’s young 
people and to the welfare of the segment of agriculture greatly de- 
pendent on the moving of a product which, despite statements to the 
contrary, some 30 percent of which, in our State, of the milk supply, is 
still in surplus and, as surplus, commanding only about some 40 
percent of parity price. 

I believe that is all, other than to thank you, Mr. Chairman, for 
this opportunity to present our point of view on this program. We 
feel it is one of the best things done by the Department of Agriculture 
and the public schools. 

We have noticed some replacement, as the Congressman mentioned 
here, in competition with the bottled beverages in the schools where 
school boards have replaced these machines with milk machines and 
greatly added to the health of young pee le. This, in itself, is cer- 
tainly a worthy contribution to public health and welfare as well as a 
contribution to the dairy industry. 

Mr. Jounson. Thank you, Mr. Bickel. 

Mr. Bicke.. If there are any questions, I shall be glad to try to 
answer them. 

Mr. Haaen. I would like to ask a question. 

Mr. Jounson. Mr. Hagen. 

Mr. Hacen. Do peak periods in milk production coincide generally 
with the term of the school year? 

Mr. Bicxe.. No, they do not, in that, as you know, some sections 
of the country still having the long summer vacations and the peak 
period being in the spring, June and July, in milk in our section of the 
country, they do not. 

However, with the dehydrating process moving in more heavily in 
the peak period, this has been worked out satisfactorily. 

Mr. Hagen. You do not use reconstituted milk in the schools? 

Mr. Bicxev. Not in the schools, but I mean with their moving in 
in the peak period. 

Mr. Hacen. Have there ever been any complaints about the 
method of procurement of the school milk, going to cost, the mass 
dispensation methods, versus the small bottles, and competitive bids, 
and various other aspects? 

Mr. Bicke.. Yes, this came up in terms of the Denver situation, 
and the dairy processors’ response to the shortage, to the fact that 
only part of the schools in Denver were using milk, was that this was 
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& very expensive process to distribute it in these small cartons and 
they were going to have to increase the price. 

I might say that because of the public interest, they were unable to 
do this. I am afraid that, as an example from the West, we do not 
have as many big situations of this kind, and in the small rural schools, 
some have purchased the dispensers with the athletic club or the 
honor society buying them for $200, $300, or $400, and then giving 
them to the schools as a contribution of the senior class. 

This has instigated a whole series of very worthwhile projects of 
that type that are gradually getting this problem solved as to their 
ability to handle it. And then they are served directly by private 
institutions, of course. 

Mr. Jonnson. Thank you, Mr. Bickel. 

Mr. Bicker. Thank you, sir. 

Mr. Jonnson. Mr. Garber, before you leave, I am wondering if 
you could furnish a chart showing the percent of participation in 
the school milk program, State by State? For instance, what is the 
percent of participation? 

Mr. Garser. By schools? 

Mr. Jounson. Yes; in the State of Wisconsin, for example, how 
many schools are there and how many are attempting to participate 
in the program. 

Mr. Garser. We shall try to get that. 

Mr. Hacen. Why not get figures on the summer camps and the 
rest? 

Mr. GarpBer. The summer camps—that is so hard, Congressman 
Hagen. 

Mr. Jonnson. I would like to have you show the number of sum- 
mer camps participating, but I do not know if you can show the 
percentage. 

Mr. Garser. We can on the schools. 

(The material referred to follows:) 

The information supplied in the following table on the number of schools par- 
ticipating in the special milk program requires special explanation. Under the 
special milk program, reports from States show the number of individual school 
buildings or units in which the program operates. On the other hand, data 
collected by the U.S. Department of Health, Education, and Welfare on the 
total number of schools in each State refers to the total number of elementary 
and secondary school departments even though one school building may include 
both elementary and secondary grades. Under this system of classification, a 
single school building housing grades 1 to 12 would be counted as two schools. 

The Census Bureau’s count of the number of public schools by State represe- 
sents the number of individual school buildings or facilities and is therefore 
comparable to the system followed in State reports on the number of schools 
participating in the special milk program. The Census Bureau data have there- 
fore been used in the following table to reflect the number of public schools in 


each State. Data on the number of nonpublic schools was obtained from the 
U.S. Office of Education. 
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Special milk program—Number of schools and child-care institutions participating, 
fiscal year 1959 





Number of | Percent par- | Number of 
Total num- | schools? par-| ticipation of | child-care 

















State ber of schools | ticipating in | total schools | institutions 
in State! |milkprogram participat- 
ing # 

— ee 2, - 1, 475 ¥ 4 

a. et eee ee 
Arizona... --- s anidisinahts gins eid hice aiy ie iecinnie | 575 477 83 6 
SE concccencs See ee or sae ad ete nieeiem en 1, 407 1, 054 75 7 
oie occ aienn. SEES 5, 562 5, 329 96 59 
Colorado....--.-------- penwoegconsad 1, 371 916 67 18 
CUI Lo bdd. a osc os 2 eieic on sew ccs owetdate 1, 108 751 68 9 
ees cin ee rtineesiigens ve aisabyl 206 143 69 13 
ar of Columbia.......---.-- sbwaseeecuesad : ae ; = g 2 
Florida...-.------ eoe-e-- -- . ¢ ° 
Tat oi si aaa ceeianae ; 2, 169 1, 595 74 32 
ME nn crcc bc l-tekae cake Sao 308 185 60 4 
Idaho....-- wa nnn enn e een erent enn nnn nn eeee- 620 421 68 3 
Illinois. ---- i aaa : 5, 584 4, 308 77 50 
NRE Us, co wadasdancathaapadastse 2, 544 1, 802 71 2B 
lows. .---------------- --- popeesees 4, 567 2, 198 | 48 10 
We 2505555822. 6..- 20. J dacccecenecepe 3, 563 1, 172 33 14 
PE acsncesccccce . ee 3, 667 1, 522 42 26 
Louisiana. - -------- hss esonton oman gewneail 1, 695 959 57 28 
SN Toni Sabie dhabidaicindids = oitcnbbebnne cs’ Lt 1, 262 817 65 17 
ON 1, 334 1, 033 7 35 
DEMONS: - oe 2. 55-5. 5550-2528 ee ee Lp aan = = 
restr veer 389 2 8 ts é 
Mississippi.....-..------------- 7 , 
M mel teens 5 ‘ ‘ = 2, be $ = 
eee isk eee , 37 
a : a gee, ly ee | 
an ot scrni sgh ahnetk anime 
eae ee ae eee ; 610 355 58 3 
ren aM dpb cuca 
New Mexico. -......-- a Rdeducceduanta 7 
lo. = pin ninabeniraeibine wishin J 5, 853 4, 678 80 67 
North Carolina. --.-.- ‘ s ne } 2, 168 2,016 93 40 
ig SN eee eee ee 2 = ; d = 5 a 
Gt ttienemseescecssercescees ue , 20 } 
GRIER suhdesent .ccccdaccancccedustocadwode % = 1, i 2 - 
Oregon ....... een cmibuaciaie “ | , of 
[oR culisis tceaciemmmemianne ties 6, 554 4, 644 71 92 
INES 64 Sodssdonbbinind é dcated 433 298 69 6 
Gentn OCaraiina............-.-.- odusnnanwe 1, 349 1,043 7 55 
— ehedddens- oi oI = oe ase 16 a 
emnessee_.__.......- dette pias eee weal , 7 
 binktnnknewan 5, 043 2, 877 57 34 
asi s  Aaldntclcat icin dae d tds ccbadanalal 480 324 68 6 
SE etiscncksdibouce 654 396 | 61 1 
Ee ered iciendise wemihaaene a 2, 324 1, 447 62 13 
Ee ee ee éhiael 1, 525 1, 273 83 15 
crea anRRReNNn Rana 2 “rin | arr £301 st 13 
crcl ties natlan en a "544 "211 | Whe at. 

URE ie th ic cctidcmaanwe syethotel 122, 928 | 78, 158 64 | 1,076 








1 Source: Public elementary and secondary school data for 1956-57 school year from U.S. Department of 
Commerce, Bureau of Census. Nonpublic elementary and secondary school data for 1955-56 school year 
from U.S. Department of Health, Education, and Welfare, Office of Education. 

2 Preliminary data for fiscal year 1959. 

* Preliminary, Does not include summer camps, 


Mr. McIntire. Mr. Chairman, I should like to extend my apologies 
to you and to the witnesses for being late. 1 had a private bill which 
was being heard this morning, with out-of-town witnesses, and it was 
necessary for me to be there. 

Mr. Dixon. Mr. Chairman, I have another committee in session, 
too. 

Mr. Jonnson. Off the record. 

(Discussion off the record.) 
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Mr. Jounson. Our next witness is M1. Harvey Allen, past president 
of American School Food Service, now with the New York Board of 
Education. 

Mr. Hagen. Mr. Chairman, I should like to ask Mr. Wells one 
question. 

Mr. Garser. Mr. Wells has gone. 

Mr. Hacen. Well, Mr. Garber, did the school lunch program ever 
enjoy a similar authorization to the milk program where they did not 
have to go to the Appropriations Committee for earmarked appro- 
priations? 

Mr. Garser. No, sir. The school lunch program became law in 
1946, and at that time it authorized an appropriation from the 
regular Treasury of the Nation. 

Mr. Hacen. And that is a permanent statute, however? 

Mr. Garser. It is a permanent statute. 

Mr. Haeen. In contrast to this? 

Mr. GarsBer. That is right. We appear before the Committee on 
Appropriations for this appropriation each year. 

Mr. Jounson. Before we go on with Mr. Allen, we have a statement 
from Mr. William H. Meyer, of Vermont, who has legislation before 
the committee, and one from Mr. Robert W. Kastenmeier, of Wis- 
consin, also one from Mr. George McGovern, of South Dakota, a 
member of this committee. 

I think it is in order that authors of legislation, if they care to, may 
file statements, and any others may file them with the clerk of the 
committee and they will be placed in the record. 


STATEMENT OF HON. WILLIAM H. MEYER, A REPRESENTATIVE 
IN CONGRESS, AT LARGE, FROM THE STATE OF VERMONT 


Mr. Meyer. I appreciate this opportunity to indicate my support 
of H.R. 5248 and related bills. I am pleased to join in this effort to 
expand our special milk program, and have already introduced H.R. 
5604, a bill which would provide for the increased authorization which 
the subcommittee is now considering. 

The special milk program, under which milk is provided to children 
in schools, in nonprofit care centers, and in certain summer camps, is 
an important one for our children and deserves widespread support. 
During the current year over 2 billion half-pints of milk will be con- 
sumed as a result of this program. Approximately 80,000 schools and 
camps participate in the program, and about 22 million children 
benefit. 

The bills now under consideration would expand the special milk 
program during the next 2 fiscal years, and would bring the program 
in line with anticipated increases in school enrollment. 

As this committee knows, on March 23, H.R. 5247, which authorizes 
an increase in appropriations to this program to meet a deficit of funds 
for the present fiscal year, was passed by the House. It has since 
become law. But this is a short-term remedy only. Without an 
expanded program to meet the growing school-age population, numer- 
ous States will again face shortages and will be forced to curtail their 
programs. It seems only reasonable and practical to expand the 
program to meet expected needs. 
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I urge the committee to approve the proposal for an expanded pro- 
am, and thereby help contribute to the health and welfare of our 
children through this very important program. 


STATEMENT BY HON. ROBERT W. KASTENMEIER, A REPRESENT- 
ATIVE IN CONGRESS FROM THE STATE OF WISCONSIN 


Mr. KasteNMeEreR. Mr. Chairman and members of the subcom- 
mittee, | want to thank you for this opportunity to speak in behalf of 
H.R. 5248 and my companion bill, H.R. 5408, which would authorize 
expenditures for the special school milk program. 

It gives me great pleasure to appear before you today in support 
of this legislation which would provide an abundant supply of fluid 
milk to the schoolchildren of our Nation for the next 2 years. 

The special milk program has been one of the most successful pro- 
grams handled by the Department of Agriculture. 

The Lodi, Wis., public school in my own district in Wisconsin was 
the first school in the Nation to participate in the special milk pro- 
gram. In September 1954, when the program was instituted, some 
530 pupils of the Lodi school were served fresh fluid milk in half-pint 
containers. Since then, the program has grown steadily until today 
some 22 million boys and girls from about 80,000 schools and summer 
camps are participating. The milk consumption under this program 
will exceed 2 billion half-pints of milk this year. 

Mr. Chairman, this bill not only continues the now widely accepted 
program but provides for its future growth. The last appropriation 
called for some $75 million, and there was need for a supplemental $3 
million to continue the program through the current school year. 
The new bills would provide $85 million a year for the fiscal years 
beginning July 1, 1959, and July 1, 1960. 

his $85 million a year, it seems to me, represents a worthy invest- 
ment in the children of our country. I believe it is far better to use 
Commodity Credit Corporation funds to encourage the young people 
of our country to drink more milk than to use this same money to 
purchase surplus butter, cheese, and dry milk for storage. 

From a practical viewpoint, the choice is simple. Commodity 
Credit Corporation funds can be used to provide milk for children, 
or if the milk is not consumed by the children, the Government can 
purchase more surplus dairy products. 

Mr. Chairman, I have every confidence that the members of this 
Subcommittee on Dairy and Poultry will make what I feel is the 
correct and humanitarian choice. 


STATEMENT OF HON. GEORGE S. McGOVERN, A REPRESENTATIVE 
IN CONGRESS FROM THE 1ST DISTRICT OF THE STATE OF 
SOUTH DAKOTA 


Mr. McGovern. Mr. Chairman and members of the committee: 
Tam pleased to appear before this committee in support of the proposal 
that I believe has the overwhelming endorsement of the American 
people. I refer to the school milk program which has meant so much 
in recent years to the health and well-being of America’s school- 
children. 
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I am the sponsor of H.R. 5600, a bill which would increase this year’s 


appropriation for the special milk program from $75 million to $8 | 


million. The bill calls for authorizations for fiscal 1960 and 1961 of 
$85 million and $90 million respectively. The modest increases jn 
the legislation reflect the growing school population of the Nation, 

Department of Agriculture investigations revealed earlier this year 
that some 38 States are confronted with a deficit in the existing milk 
program amounting to $3,378,569. To meet that situation the Con- 
gress has approved supplemental funds to the extent of $3 million 
for fiscal 1959. 

Mounting school enrollments indicate clearly that we will need a 
moderate expansion in school milk funds for fiscal 1960-61. 


At a time when we are conscious of the abundance of American | 


agriculture and are concerned about mounting surpluses, it seems to 
me that it would be inexcusable for us to deny the benefits of the 
school milk program to our children. This is one aspect of the Depart- 
ment of Agriculture’s operation that has the enthusiastic support of 
all farm organizations. 

I trust that the committee will approve H.R. 5600 or similar 
legislation. 

(The statements referred to above are as follows:) 


STATEMENT OF Hon. Huspert H. Humpurey, UNITED States SENATOR Frou 
MINNESOTA 


The special school milk program, inaugurated in 1954, has proved its value 
both to the producers of milk and to the schoolchildren who have had the oppor- 
tunity to participate in its benefits. 

The bill, S. 1289, passed by the Senate, authorizing the expenditure of $80 
million for this program in each of the fiscal years 1960 and 1961, should in no 
way be considered as an attempt to stabilize the program at this level. On the 
contrary, the bill also provides that the Department of Agriculture shall report 
to the Congress each year 3 months prior to the end of the school year as to the 
need for additional funds to maintain the full operation of the program. 

It is visualized that if an adequate milk program is administered with due 
regard to the nutritional needs of this country’s children, there will be a need for 
additional funds. From the information available on the expected expansion of 
our school age population, and the desirability of including more school outlets 
in the program, I anticipate that the need for funds would be as high as $85 
million in fiscal 1960 and $90 million in 1961. 8. 1289 as introduced contained an 
authorization of these amounts. Let me repeat that the bill as amended and passed 
by the Senate is not a refutation of this expected need. 

Many school superintendents in my State of Minnesota have expressed to me 
their recognition of the value of the special school milk program in providing 
more nutritionally adequate lunches to more children. They have also expressed 
concern about possible cuts in the Federal contribution to the cost of the program 
in the State and the resulting contraction of the program. We should not lose 
sight of the fact that in this land of plenty there are still many hungry and under- 
nourished children. This is a grave responsibility which can be discharged only 
by continual awareness and appropriate action on the part of the Congress. 

I commend the Dairy Subcommittee of the House Committee on Agriculture 
for bringing to light the expressed intention of the Department of Agriculture to 
stabilize a program which should be expanded for the national welfare. With this 
information, I am confident that the Congress will realize that it is necessary to 
give firm direction to the Department of Agriculture in order to secure the con- 
tinuation of an expanding special school milk program. 
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STaTEMENT OF Hon. ANCHER NELSEN, A REPRESENTATIVE IN CONGRESS FROM 
THE 2p District OF THE STaTE OF MINNESOTA 


Mr. NELSEN. I appreciate the opportunity to appear before this subcommittee 
in its consideration of the school milk program. 

The school milk program has broad acceptance, not only among dairy farmers 
and schoolchildren, but among the people of this Nation generally. 

About 80,000 schools presently are in the program, and a total school enroll- 
ment of close to 40 million children are eligible throughout the Nation. More 
schools and more children want to participate and the growth of this program 
since 1954 can be expected to continue. 

I am the sponsor of H.R. 5430 which would increase this year’s authorization 
of Commodity Credit Corporation funds from $75 million to $80 million. The bill 
further authorizes $85 million for the school milk program in fiscal 1960 and $90 
riillion in fiscal 1961. ‘ 

These increases are modest in nature, and are designed to meet the needs of 
our growing school population, and to allow schools not now participating, to 
join in this program. do not expect that this increased authorization will lead 
to the Federal Government paying a bigger share of the cost of the glass of milk 
a school child drinks and I am glad that our national economy is strong enough 
today so that we do not have to consider such an increase. 

As a dairy farmer, I know that we are better off so far as dairy surpluses are 
concerned, than we were in 1954 when the school milk program was instituted. 
But with the surplus of farm commodities that we have, we must continue to 
promote a better market for all our agricultural products. This is especially 
justified in a program which has the merit and the broad support of the school milk 

rogram. 

" For these reasons, it would seem that any emphasis that could be directed to 
this program, through passage of H.R. 5430 or similar legislation now under 
consideration, would be fully justified and in the best interests of everyone 
concerned. 


SraTeEMENT OF Hon. Opin LANGEN, A REPRESENTATIVE IN CONGRESS FROM THE 
9TH District oF THE STaTE oF MINNESOTA 


Mr. Chairman and members of the subcommittee, I have joined certain of my 
colleagues by introducing a bill which would increase the amount of funds made 
available for the special milk program for fiscal 1960 and 1961, to provide for the 
larger school enrollments which these years will bring. 

arlier in this session the Congress passed, and the President signed, a bill 
providing supplementary funds for the special milk a for this year, to 
cover expected deficits facing 38 States at that time. ith the increased numbers 
of children enrolled in elementary and secondary schools which the next.2 years will 
bring, even greater deficits will be forthcoming unless we prepare now for them. 

The proposal which I have introduced would amend the present annual alloca- 
tion of $75 million, providing an additional $10 million in fiscal 1960 and $15 
million in 1961. 

The special milk program is a good program. Since its inception in 1954, it 
has provided increased numbers of children in nursery, elementary, and second- 
ary schools, as well as those in child care centers, settlement houses, summer 
camps, and similar nonprofit institutions devoted to the care and training of chil- 
dren, with increased amounts of milk to satisfy their health needs. fh 1954, 
almost $450 million half pints were consumed. In 1956, this consumption was 
increased to more than 1,394 million half pints. And this year it is estimated 
that over 2 billion half pints will be consumed under this plan. 

We must provide for this increase in both children and milk consumption, for 
unless we do, this fine program will be severely curtailed to the extent that States 
will be required to tell their schools and camps to decrease the amount of milk 
provided for their children. 

Not only is the special milk program a good program from the aspect of the 
health of our children, it is a successful program with regard to the dairy industry 
and our dairy products surplus. Taken together with the school lunch program, 
it represents 3.5 percent of all the fluid milk consumed by our nonfarm population. 
The choice we have to make is whether we want to continue to encourage this 
drinking of milk by our schoolchildren or use the money to purchase surplus dairy 
products under present price-support programs. 

Because this program benefits both our schoolchildren and our dairy industry, 
I respectfully urge the approval of this amendment. 
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Mr. Jounson. Mr. Harvey Allen is past president of the American 
School Food Service Association and comes here from the New York 
school system, I believe. 


STATEMENT OF HARVEY ALLEN, PAST PRESIDENT, —— 
SCHOOL FOOD SERVICE ASSOCIATION 


Mr. Jounson. Mr. Allen, are you connected with the New York 
schools? 

Mr. ALLEN. Yes, Mr. Chairman. 

Mr. Jonnson. Going back a little, I have a letter here from the 
Chief State School Officers, Washington, D.C., which will be filed. 

(Letter referred to is as follows:) 


CounciL or CHIEF STaTE ScHOOL OFFICERs, 
Washington, D.C., May 20, 1959. 
Hon. LEstER JOHNSON, 
Subcommittee on Dairy and Poultry, 
House Agriculture Committee, 
Washington, D.C. 

DEAR CONGRESSMAN JOHNSON: I am taking this means of endorsing H.R. 5248 
which provides for $85 million for the continuation of the school milk program 
in each of the school years 1959-60 and 1960-61. School administrators have 
found that children want to drink more milk and they have cooperated in arrang- 
ing for serving of milk at the appropriate times throughout the schoolday. No 
doubt additional schools will take advantage of this program as problems of 
handling and refrigeration can be solved. 

The bill, S. 1289, passed by the Senate, which increases funds for the school 
milk program in the years mentioned above, is a step in the right direction. How- 
ever, with school enrollments expected to increase by nearly 3 million children 
between now and 1961, the $5 million annual increase provided in S. 1289 will 
not permit any greater percentage participation of the total enrollment than exists 
at the present time. 

Today only approximately one-half of the public and private elementary and 
secondary schools are participating in the special milk program. Only a few of 
these schools conduct milk programs.outside the school milk program. Many of 
the schools that do not participate in the special milk program do not provide 
lunches. 

Any consideration you may give to these views will be sincerely appreciated. 

Sincerely, 
EpGarR FULLER, 
Executive Secretary. 

Mr. Jonnson. What is the connection between your State and 
Gordon Gunderson? 

Mr. Auten. I am director of school lunches for the New York 
City Board of Education, but I appear here as the representative of 
the American School Food Services Organization, a voluntary organ- 
ization of some 16,000 members who are directly engaged in the 
operation of the school lunch and school milk programs. I am here 
in place of Gordon Gunderson who would normally represent our 
organization in these matters, but Mr. Gunderson was prevented 
from appearing because his father was stricken ill and he must re- 
main at his bedside. 

Our organization welcomes the opportunity to present its point of 
view with respect to the bills which are under consideration, because 
we have a vital interest in the school milk program. 

Off the record. 

(Discussion off the record.) 

Mr. Auten. Mr. Gunderson has given me permission to draw upon 
the excellent statement which he presented to the full committee in 
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March in support of an increase in the authorization for the current 
year. I would like to use part of that, particularly because Mr. 
Gunderson used certain factual information that he emerged from 
gome careful research studies, facts which are in direct contrast with 
the conjectures which Mr. Wells offered to the committee this morn- 
ing. 
; lso, I would like to reaffirm certain information that Mr. Gunder- 
son presented which cites declarations and actions by the U.S. Depart- 
ment of Agriculture which make the Department’s present position 
appear most paradoxical. 

The school milk program, as the committee is well aware, is drawing 
to the close of its fifth year of operation. 

During these 5 years, there has been a steady growth at an ever- 
increasing rate until we are now serving more than 20 million children 
in some 76,000 schools and child care institutions, with a consumption 
of more than 2 billion half-pints of milk in 1958. 

This accomplishment is in consonance with the objectives declared 
in the enabling legislation. 

In its statement of the specific objectives to accomplish the intent 
of the Congress, the U.S. Department of Agriculture declared that the 
Department of Agriculture believes that a many-sided approach is 
necessary to realize the potentialities of the program. It hopes that 
the program will, first, make the service of milk possible to schools or 
eligible child-care institutions not now serving milk; second, encourage 
a larger percent of children to drink milk in those schools and child-care 
institutions where milk is now available; and third, offer an oppor- 
tunity to those children now drinking milk to drink more milk, if they 
so desire. 

Reimbursement funds available under the special milk program 
will make possible reductions in the price at which milk is offered to 
children, and enable schools and institutions to make more milk avail- 
able for consumption by children. 

The Department recognizes that a price reduction is but one of sev- 
eral ways in which increased milk consumption can be encouraged; 
other ways include the establishment of new times for and their method 
of serving milk, and continuing efforts to better acquaint children 
with the importance of drinking adequate amounts of milk. 

Planning for increased efforts along these lines necessarily must rest 
largely in the hands of interested State and local groups. The special 
milk program provides another opportunity to assist in local efforts to 
improve the diets and health of children. 

In this connection, I would wish to point out that the Congress, by 
its authorization of funds, determines the extent to which the price 
of milk can be reduced. The other means of achieving increased milk 
consumption by children, referred to by the Department of Agricul- 
ture, depend upon the interest and enthusiasm of the school adminis- 
trators. Uncertainties with respect to the adequacy of the funds to 
support the program’are not likely, I submit, to foster the interest and 
enthusiasm which is essentia] to achieve these objectives. 

The State agencies and the local agencies having the responsibility 
for the administration of the program have accepted the declared 
policy of the Department of Agriculture at its face value. They have 
sought and have obtained the cooperation and services of farm organi- 
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zations, milk distributors, and national, State, and local agencies and 
organizations concerned with the health and welfare of children. 

hese united efforts have made possible the expansion of the pro- 
gram to the point where it is evident that the funds presently author- 
ized for 1960-61 will not be adequate to meet obligations under the 
terms of existing agreements with participating schools during the 
next 2 years. 

What will be the effect if insufficient funds are provided for main- 
taining present rates of reimbursement is a question with which I am 
sure your subcommittee is much concerned. 

These are some of the answers to that question. 

The respective State and local agencies will be obligated to take one 
or more of the following actions: 

Reduce rates of reimbursement to all participating schools to a point 
which will permit the continuation of the program throughout the 
school year, or continue payments at the present contractual rates until 
funds are exhausted and then terminate the contract sometime during 
the course of the year, and third to reject all new applications for 
participation. 

The major effects of such action would be these: 

1. An immediate reduction in the consumption of milk, and I shall 
illustrate this in the effect it would have in New York City. However, 
as Mr. Gunderson previously pointed out, the Wisconsin experiment— 
and I believe there were similar studies and experiments in at least 
11 other States—concerning the effect of price reductions upon con- 
sumption of milk by schoolchildren Saar conclusively that, (a) the 
greater the price reduction, the greater was the increase in consump- 
tion; (6) reduced prices resulted in increased numbers of children 
drinking milk in school; and (c) the increased milk consumption at 
school was new consumption, not the replacement of home con- 
sumption. 

2. Total exclusion from participation, or reduced consumption by 
children from low-income families would also result from the actions 
which be imposed upon the sponsors of milk programs. A study con- 
ducted in St. Louis in 1955-56 showed that pupils in elementary 
schools serving low-income districts drank about 171 percent more 
milk, other than with meals, and students from the middle-income 


districts drank about 157 percent more during the 1955-56 school | 
year than in the previous year. Pupils in the schools serving high- | 
income districts increased their consumption by only 44 percent. The | 


increase demonstrates a greater effect on those in the lower income 
school districts when price was reduced. 

I think it would be a very reasonable and tenable conclusion to 
draw that if the reverse were true, if prices were increased, it would 
follow that the children in the least favored areas of our communities 
would be the ones whose consumption would be most badly affected. 

The third point which Mr. Gunderson made at that time, and which 
is valid for your consideration in coming years, is that a reduction in 
the rates of reimbursement would have an impact upon participation 
in the coming year. 

Whether or not a school faced with reduction and reimbursement 
or a possible cancellation of its contract before the end of the school 
year would consider renewing its contract for another year, of course, 
is conjectural. 
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However, the lack of a guarantee of continuous payment at full 
rates of reimbursement throughout the school year would very likely 
inhibit many schools from continuing the program. 

I would like also to cite some data which I have not heard presented 
earlier today. It is in terms of the significance of the program in your 
dairy economy. Applying the formula that 100 pounds of 3.5 percent 
milk will produce 2 pounds of butter and 8.5 pounds of nonfat dry 
milk solids, or 9 pounds of American cheese, shows that the 2 billion 
half-pints of milk consumed by our schoolchildren in the past fiscal 

ear would have produced more than 43 million pounds of butter, 
plus more than 72 million pounds of nonfat dry milk or more than 
92 million pounds of American cheese. I believe that it is reasonable 
to assume further that much of this would have found its way into 
Government warehouses because the additional butter and powdered 
milk or cheese would not have been eaten by these schoolchildren 
since they are already consuming these products from Government- 
donated stocks at the maximum possible rate of consumption. 

It appears, therefore, that we face the problem of providing addi- 
tional funds with which to finance the special milk program, or face 
the probable even greater problem of purchasing and disposing of 
additional surplus dairy products, 

The American School Food Service Association supports the proposi- 
tion that the needed funds be made available for the continuation of 
the special milk program at full capacity, and at the full rate of reim- 
bursement for the next 2 years as a health-giving, sound economic 
program for all concerned. 

e are not in a position to recommend a specific amount of in- 
crease in the authorization; however, in view of the testimony adduced 
this morning by official witnesses, to the effect that the maintenance 
of the current rates of reimbursement, plus the normal growth of the 
program that can be anticipated, would require more than $80 million 
during the next fiscal year, certainly suggests a necessity for providing 
authorization in excess of $80 million for 1960, and a further increase 
for the growth that might reasonably be anticipated for 1961. 

We suggest that, since these constitute authorization of funds, it 
is desirable that the authorization be adequate to guarantee that. the 
claims that will be rendered will be possible of reimbursement, and that 
these guarantees be available at the beginning of the school year; 
that the school administrators not be obliged to risk the omaibility 
that if shortages and deficiencies develop, the provision will be made 
at or near the close of the year. Their determinations as to starting 
a program must be made before the opening of school, and a guarantee 
of adequate funds would make a substantial difference in the number 
of programs that would be operated. 

ere I would like to cite, as a specific illustration, precisely what the 
problem of a school district is. 

In New York City we welcomed the special milk program and took 
immediate steps to utilize the funds that were being made available 
to the fullest possible extent. 

We extended the program into all of our schools, something over 
1,000. We made the milk available to a school population of over 
1 million. The superintendent of schools made a statement of 
policy with respect to the importance of this program to the health 
of the children and to their scholastic achievement. Classroom 
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teachers intensified their efforts to persuade children to the importance 
of milk in their daily diets. 

Moreover, we embarked upon a program to substitute for the 
standard 8-ounce container of milk a third-quart container of 10% 
ounces. This required the 30 or more milk distributors in our city 
to make certain expenditures to adapt their packaging equipment 
to this new-sized container. 

We launched this program and it has proved quite successful in 
terms of achieving the objectives of the legislation, and here is a point 
which I would wish to make insofar as the importance of the school 
milk program to the total dairy economy. While Mr. Wells has indi- 
cated that the consumption represents 2% percent of the total milk 
production, a relatively small percentage can have an important 
effect. This is what happened in New York State. 

In 1954, and 1955, we had experienced a decline, a steady decline 
in the price of milk that the producer received. Following the 
inauguration of our special milk program in New York City, and 
particularly with this immediate increase of 33% percent that resulted 
from the third-quart container idea, in the place of an increase in the 
volume of milk production, this decline in the price paid to the 
producer was arrested, and the milk marketing administrator found 
that there had been no change in any pattern of consumption except 
this change in the consumption of milk in our schools. 

So that it would appear that our consumption in the schools had 
a direct and important bearing upon the income of the dairy producers 
of the State of New York. 

This, I suggest, is an important consideration, particularly when 
we revert, if I may, to the statements made by Assistant Secretary 
Miller before the full committee in March. 

Secretary Miller pointed out quite properly the important part 
which the Department had played in encouraging schools to enter 
the school milk program, to extend it to more and more children, to 
encourage the increased consumption of milk. He also cited, as did 
Mr. Wells this morning, the fact that the situation with respect to 
the Department’s inventories of manufactured dairy products today 
stands in considerable contrast to the position of 1954-55, that the 
Department now appears to take the position that since this has been 
accomplished in these 5 years, the need for further expansion of the 
program appears to have ceased to exist. We submit that it is 
important, from the viewpoint of the dairy farmer, to insure that this 
new and important market for fluid milk be maintained, that no action 
be taken which might have the result of diminishing the market with 
the result that this favorable trend, insofar as inventories of manu- 
factured dairy products, might be reversed. 

I shall conclude, Mr. Chairman, with some comments on the 
testimony which Mr. Wells has presented to the committee this 
morning. 

Mr. Wells offered as his opinion the conjecture that if rates of 
reimbursement were reduced, if the present level of authorization be 
maintained at $75 million for the next 2 years, there would be no 
decrease in consumption. This is in direct contrast with the studies 
which have been made and with the facts which have emerged from 
those studies. 
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It is in direct contrast with my own knowledge that if rates of re- 
imbursement are reduced, we, in New York City for example, will not 
be able to continue our usage of one-third quart containers because we 
shall not be able to give, as we do give, without charge to the child, 
that additional milk on the school lunch program. ecause we do 
give the difference between a half-pint and a third-quart without any 
charge to the child, to every child who takes lunch to school, plus the 
third-quart for every child who drinks the milk separately. 

I am confident that this same situation confronts other communities, 
so it is not a matter of opinion, so much as a matter of fact that the 
resultant increase in the selling price of milk would have the inescap- 
able effect of reducing the consumption of milk. It would have the 
inescapable effect of preventing the extension of the program to many 
new schools, to schools that would otherwise be inclined to enter the 
program. 

Mr. Wells said, for example, that the Department desires to keep 
the program open for new schools, to encourage more and more new 
schools to come into the program. We suggest that reducing the rates 
of reimbursement definitely militate against the achievement of this 
objective. 

Mr. Wells said, further, that the Department hopes that more 
and more children and adults will be inclined to drink milk at home 
and to pay the full price for it. We submit that the schools of the 
Nation have done and continue to do an outstanding job in teaching 
children to accept and drink milk, that there is compelling evidence 
that the present per capita consumption of fluid milk, particularly 
by young adults, is directly attributable to the experience and the 
instruction which they had in school. We submit that if the objec- 
tives of the Congress, the objectives which the Department of Agri- 
culture consistently supports, are to be fully achieved, it is essential 
that an adequate authorization be provided to maintain the present 
rates of reimbursement and to permit all of the schools that would 
like to participate to do so. 

We, therefore, suggest that the program be permitted to continue 
to enjoy its normal and its natural growth, and that this not be the 
time to seek to stabilize it at its present level. 

We are grateful for the opportunity, Mr. Chairman, of offering this 
viewpoint and we hope that it will enable the committee to arrive at 
the conclusion which will be in the interests both of the dairy farmers 
of our Nation and the schoolchildren and other children who participate 
in the benefits of the program. 

Thank you very much. 

Mr. Jounson. Thank you, Mr. Allen. 

I shall again say that I think it is wonderful to have a city man 
come and talk country language. I think it shows, also, how impor- 
tant this agricultural legislation is to a city like New York, when a 
man administering the school lunch program of the city of New York, 
takes the time to come out and talk to this committee. I am sorry 
that Mr. Gunderson could not come, but am very glad we were able 
to have a man from the city of New York. Are there questions? 

Mr. McIntire. I have two short questions. 

Mr. Allen, you speak of the potential of this program. What do 
you envision? I mean, as to how much potential there still is for ex- 
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panding this program? Let us put it in a monetary figure—$78 mil- 
lion for fiscal 1959? 

What does that represent? Fifty percent, seventy percent of the 
potential, or what would be your opinion? 

Mr. AuuEN. This is a very difficult question to answer. Any state. 
ment that I would offer would be the greatest form of conjecture. [| 
believe that official witnesses have testified that the number of schools 
presently in the program is 78,000 but that there are as many as 
120,000 schools in the Nation. 

Mr. Jounson. If I may interrupt, I think the schools with higher 
enrollments of students are now in the program. When you say 52 
percent of the schools are in and 48 percent are out, it does not mean 
that 52 percent of the schoolchildren are in. The percent of school- 
children now participating is higher. 

Am I right in that, Mr. Garber? 

Mr. Garser. I think so; yes. 

Mr. ALLEN. That is true, but we are talking now in terms of 22 
million schoolchildren, as against something slightly less than 40 mil- 
lion. So it is still not much over 50 percent, so there would appear 
to be a substantial potential which has not yet been realized, and I 
think the interesting point is the rate of growth. As the program goes 
along, the rate of growth appears to be accelerating so that, in the past 
year, that rate of growth exceeded the rate of growth of the previous 
year. 

One of the reasons—this is purely opinion—that may be affecting 
this is this one: A good number of schools that are not in the program 
are not in the program because they do not, at the moment, see their 
way clear to operating on a nonprofit basis. They do offer milk to 
their children but they offer it at a price which yields them a modest 
profit, which they use to support other school activities. I think this 
would be particularly true of our various parochial schools, of all 
faiths. They are hard put to meet their expenses. However, as the 
program grows, as it becomes better known, there is increasing pres- 
sure of public opinion upon these schools. 

The parents of the children attending private schools where the 
child pays 10 cents for a half pint of milk are beginning to ask how come 
my neighbor’s child who attends the public school across the street 
can buy milk for 2 or 3 cents, and more and more this force of publie 
opinion is persuading schools to enter the program so that each year 
I think there is a momentum built up, a greater understanding and 
knowledge of the program, a greater desire on the part of parents 
whose children are not benefiting at the present time, to have their 
children share in these benefits, with the result that I believe that this 
rate of growth might well continue for another year or two. How 
far we have still to go, I could not venture an opinion. 

Mr. McIntire. My second question, Mr. Allen 

Mr. ALLEN. I beg your pardon. I would offer this opinion, that 
the way to find out is to provide the necessary authorization of funds. 
This is to put it to the test, what is the natural growth, what is the 
natural potential. 

Mr. McIntrre. My second question is, does the association for 
which you are speaking this morning look upon this program as & 
temporary program? 
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Mr. ALLEN. We are obliged to do so because the Congress has put 
it on a temporary basis—2 years—3 years, now. 

Mr. McIntire. You are speaking of your support of a specific 
bill. But my question is broader than that. Ifa bill were introduced 
here which made this a permanent program, compared to the bill 
which supports it for another 2 years, which bill would you be support- 
ing, all other factors being equal? 

Mr. ALLEN. There, again, I could not give a yes or no answer. It 
would depend on the nature of the bill. If it were a bill to provide 
for the continuation of the program indefinitely with the use of Com- 
modity Credit Corporation funds, I believe that our inclination would 
very definitely be to support such a proposal. 

On the other hand, if the bill were to provide that this now be con- 
sidered not primarily as a price support measure, but rather as a child 
health measure, and that it should now be a matter of annual appropri- 
ation, then I am inclined to think that our position might be different 
for fear of competing with the school lunch program appropriation. 
Anything that would tend to prejudice the school lunch appropriation, 
we would feel it absolutely necessary to oppose, because, as Mr. Wells 
said, school administrators do consider the school lunch program as the 
important program because it provides the complete and balanced 
meal, including milk, and this is, of course, completely in line with 
our educational objective to teach the child to accept a complete and 
balanced diet. 

So there, the question—the answer to the question would depend 
on the nature of the proposed legislation. 

Mr. Jonnson. If there are no further questions—Have you one, 
Dr. Dixon? 

Mr. Drxon. No. 

Mr. Jounson. I believe that we have a rollcall call. 

We shall adjourn the meeting. We are glad you could come and we 
wish to thank you very much for your wonderful testimony. 

Mr. AtLEN. Thank you, Mr. Chairman. 

(The following statement and letter have been submitted to the 
subcommittee: ) 


STATEMENT OF E. M. Norton, SECRETARY; NATIONAL MILK PRODUCERS 
FEDERATION 


This statement is submitted in support of the efforts to assure adequate financing 
for the special milk program for children during the next 2 fiscal years. The 
position of the National Milk Producers Federation on this subject is identical 
with that presented to the full Committee on Agriculture of the House of Repre- 
sentatives on March 17, 1959. 

The National Milk Producers Federation is made up of cooperatives whose 
membership is dairy farmers. Therefore, the federation speaks only for producers. 
At the present time, there are over 800 dairy farmer cooperatives whose member- 
ship represents the preponderant percentage of farms producing milk on a com- 
mercial basis. 

Since its inception in 1954 this program has continually progressed—a real 
tribute to congressional leadership and cooperation among howd State, and 
local agencies, school officials, and parents. Reference to program statistics 
shows that the objectives set by the Congress are being realized—more milk is 
being consumed in schools and in child-care centers and summer camps, and, 
therefore, the acquisition of dairy products by the Commodity Credit Corporation 
has been directly decreased. his means that more children are getting more 
milk in school than ever before. It means that costs for purchasing and storing 
dairy products under the price support program are lower. It means that more 
children are developing the habit of including milk in their diet. It means that 
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children, through this program, are improving the nutritional level of their diets. | 


It means that CCC purchase of dairy products will be less, thereby decreasing the 
depressing effect Government stocks have on producer prices. 

uring each of the past 3 years the program has shown significant increases jp 
school participation and in milk consumption. This year, the number of schools 
participating increased 5 percent over last year which was 7 percent over the year 
before. The number of one-half pints of milk consumed over this same period 
went up from 1.9 billion to an estimated 2.1 billion this year, if the current leye} 
of program activity continues for the remainder of this year. Program progress 
and needs can best be shown by the attached table showing, by State, the increase 
in the number of outlets and the number of one-half pints of milk reimbursed 
during November 1958 compared with November 1957. Unless assurance jg 
given by the Congress that adequate financing will be available estimates of 
participation and plans for increasing program activity by State and local school 
officials would be modified to the point where program activity could become 
static with virtually no progress possible. This is contrary to the original 
objective of the program. 

A cutback in progress because of inadequate financing could mean not only 
decreased nutritional improvement for children participating, but increased 
Government purchases and storage of dairy products. The question is, therefore, 
Shall we continue to utilize the proved mechanics of this program to make better 
nutrition available to a vulnerable segment of our population through this con- 
structive use of our abundance, or should we depend on Government purchase and 
storage programs? 

The fact that the special milk program has made it possible to move this 
quantity of milk through normal channels of trade and at more favorable producer 
prices, adds support to the merits of the program. A fuller realization of the 
significant. contribution the program is making toward lessening the amount of 
Government dairy product purchases, thereby tending to lessen the threat of 
Government-owned products on the commercial market, is made when we are 
mindful of three basic facts in the current dairy picture. No. 1, the estimated 
annual excess milk production over commercial needs is only 3.5 percent. No. 2, 
it is axiomatic in our industry that some excess production is needed to meet 
unexpected needs. No. 3, the twice daily harvest of our production and the daily 
marketing plus the factor of perishability intensifies the adverse effect a small 
percentage of excess has on the bargaining position of dairy farmers. Dairy 
farmers are very much aware of this situation just as the purchasers of their raw 
product are aware of it. It is understandable, therefore, that we would place 
great emphasis on programs such as the special milk program which has resulted 
in a broadening of the base of consumption. 

Tremendous strides are being made in the program. The momentum generated 
under the program; the increasing annual school enrollment—from 33.2 million 
in 1954 to 39.1 million in 1959—and the need of assurance to school officials. that 
the program will be adequately financed call for immediate action. We support 
those provisions in H.R. 5433 introduced by Representative Quie and similar 
bills which would assure administrative officials that adequate funds are and will 
be available to continue progress in the program during the next 2 years. We 
urge that the Congress authorize the expenditure of $85 million for the fiscal 
year 1960; and $90 million for the fiscal year 1961. We point out that the extent 
of the use of these authorizations for funds will depend on program progress. 

We hope that this committee will give favorable consideration to the proposed 
legislation. 
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Special milk program—Number of outlets participating and number of % pints 
reimbursed, November 1957 compared with November 1958, preliminary 


SAS a 


Number of outlets participating 


nd 


Number of }4 pints reimbursed 









Alabama....-.--------- 


Alaska. ------- 


Connecticut . ..--.-- 


Delaware. - 


District.of Columb 


Florida. - -- ---- 


ia... 


Geargie..'..-----.----- 


Hawaii. ..-- 

EE on o'tes 
Illinois. ... 
Indiana... 

IB leno - 200 -0<0 
Kansas. - - - - 


Kentucky - - - 


Louisiana... 
Maine. - 
Maryland. - -- 
Massachusetts 
Michigan. 
Minnesota... 
Mississippi - - - - - 
Missouri 
Montana. - - --- 


Nebraska....-.----------- 


Nevada nel 
New Hampshire. 
New Jersey 

New Mexico 

New York 


North Carolina. ------ 


North Dakota 
Ohio 

Oklahoma. . 
Oregon 
Pennsylvania. -- 
Rhode Island 
South Carolina. - 
South Dakota 
Tennessee - . . ._- 
Texas... 

Utah 

Vermont 
Virginia 
Washington 
West Virginia 
Wisconsin 
Wyoming... 


Total 


















November | November} Percent | November 
1957 1958 increase 1957 increase 
1, 395 1, 472 5.5 | 3,265,000 | 3, 508, 000 7.4 
a 25 4.2 52, 000 54, 000 3.8 
412 447 8.5 | 1,109,000 | 1,355,000 22.2 
1,024 1, 036 1.2} 1,435,000 | 1,648,000 14.8 
5, 001 5,312 6.2 | 19,878,000 | 23, 854, 000 20.0 
885 933 5.4 1, 818, 000 1, 841, 000 1.3 
648 772 19.1 2, 059, 000 2, 469, 000 19.9 
134 141 5.2 543, 000 559, 000 2.9 
184 194 5.4 | 1,479,000 | 1, 543, 000 4.3 
1, 193 1, 313 10.1 3, 509, 000 4, 071, 000 16.0 
1, 519 1, 621 6.7 | 2,490,000 | 2,728, 000 9.6 
176 186 5.7 504, 000 470, 000 —6.7 
373 420 12.6 497, 000 576, 000 15.9 
4, 030 4, 586 13.8 | 14, 694,000 | 16, 065, 000 9.3 
1, 598 1,813 13. 5 4, 648, 000 6, 044, 000 30.0 
2, 088 2, 166 3.7 3, 879, 000 4, 426, 000 14.1 
1, 109 1, 156 4.2 | 2,042,000 | 2,386,000 16.8 
1,378 1, 500 8.9 | 2,866,000 | 3,381,000 18.0 
931 980 5.3 1, 107, 000 1, 131, 000 2.2 
793 824 3.9 908, 000 959, 000 5.6 
975 1, 095 12.3 | 3,572,000 | 4,438, 000 | 24.2 
2, 357 2, 419 2.6 | 7,837,000 | 8, 420,000 | 7.4 
4, 210 4, 399 4.5 | 12, 225,000 -| 13,314, 000 8.9 
2, 500 2, 570 | 2.8 | 5,033,000 | 5, 933, 000 17.9 
1,013 | 1,031 | 1.8} 2,435,000 | 2, 783,000 | 14.3 
2, 926 | 2, 937 | .4| 4,692,000 | 5,358,000 | 14.2 
326 | 349 | 7.1 420, 000 423, 000 7 
677 | 702 | 3.7 | 1,307,000 | 1,435,000 9.8 
99 129 | 30.3 227,000 | 281, 000 | 23.8 
349 | 356 | 2.0 | — 491,000 546, 000 | 11.2 
1, 359 | 1, 530 | 12.6 | 4,467,000 | 5, 245,000 17.4 
504 | 565 | 12.1 | 1,965,000 | 2,331,000 | 18.6 
4,517 | 4, 658 3.1 | 19,988,000 | 21, 435, 000 3.3 
2,003 | 2, 049 | 2.3.| 3,337,000 | 3,955,000 | 18.5 
357 386 8.1} 611,000} 871,000 | 42.6 
3, 341 | 3, 580 | 7.2 | 12,823,000 | 13,970,000 | 8.9 
1, 094 1, 185 | 8.3 | 2, 332,000 | 2,751,000 | 18.0 
775 821 5.9 | 1,262,000 | 1,380,000 9.4 
4, 333 4, 454 2.8 | 9,728,000 | 10,672,000 | 9.7 
299 303 | 1.3} 820,000 | 843, 000 2.8 
1,012 1,083 | 7.0 | 1,355,000 | 1,726,000 27.4 
446 491 | 10.1 | 942,000 | 1,141,000 | 21.1 
2, 140 | 2, 238 4.6 | 4,211,000 | 5,008,000 18.9 
3, 226 2, 891 —10.4 | 5,784,000 | 6,709,000 16.0 
323 338 | 4.6 448, 000 | 515, 000 | 15.0 
377 323 —14.3 381, 000 | 415, 000 | 8.9 
1, 399 1, 438 2.8 | 3,510,000 | 4, 167,000 | 18.7 
1, 162 1, 274 9.6 | 2,708,000 | 3,071,000 13.4 
981 1, 004 S31 & 000 | 1,083,000 —.5 
4, 333 4, 481 3.4 | 7,335,000 | 7,991,000 8.9 
175 202 15. 4 | 376, 000 404, 000 7.4 
74, 483 78, 178 | 5.0 |192, 492,000 | 217, 682, 000 | 13.1 


Source: U.S. Department of Agriculture, March 1959, 
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AMERICAN Farm BuREAU FEDERATION, 
Washington, D.C., May 26, 1969. 
Congressman LesTeR R. JOHNSON, 
Chairman, Dairy and Poultry Subcommittee, 
Committee on Agriculture, House of Representatives, 
Washington, D.C. 


Dear ConGREsSMAN JoHNSON: A number of bills referred to the Subcommittee 
on Dairy and Poultry propose to increase the funds available for the special schoo| 
milk program by adding from $5 million to $10 million to the $75 million authority 
now available until 1961. The Senate approved bill, S. 1289, would provide $8 
million for 1960 and 1961 fiseal years to be made available out of the funds of 
the Corimodity Credit Corporation. ; 

This program, first authorized in 1954, has given about three-fourths-of our 
schoolchildren the opportunity to have a halp-pint of milk per day at schoo), 
This additional consumption has been of assistance to dairy farmers in avoiding 
the accumulation of surplus dairy products in storable form. 

After 5 years of operation most local school officials have availed themselves 
of the opportunity to participate in the program. We recommend to your sub- 
committee the provision of $80 million for the years 1960 and 1961 as provided 
in the Senate bill, an increase of $5 million above the present authority. 

We would also suggest that the additional $5 million be handled as an admin- 
istrative reserve to meet the inevitable variations inherent in such a program and 
that the committee’s report indicate the need for so handling the funds. This 
will eliminate the necessity which developed for special legislation to increase the 
fund from $75 million to $78 million for the current fiscal year ending June 30, 
1959. 

We request these views be made a part of the hearing record. 

Very truly yours, 
Joun C. Lynn, 
Legislative Director. 


(Thereupon, the hearing was adjourned at 12:15 p.m.) 
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WEDNESDAY, MARCH 25, 1959 


House or REPRESENTATIVES, 
CommMoprry SUBCOMMITTEE ON ToBacco 
OF THE COMMITTEE ON AGRICULTURE, 
Washington, D.C. 

The subcommittee met, pursuant to notice, at 10 a.m., in room 1310, 
New House Office Building, Hon. Watkins M. Abbitt (chairman of 
the subcommittee) presiding. 

Present: Representatives Abbitt, Cooley, McMillan, Jennings, 
Matthews, Stubblefield, Dague, and Pirnie. 

Also present: Senator Cooper; Representatives Lennon, Fountain, 
Mrs. Blitch, Natcher, Chelf, Cooper, and Watts; and Mrs. Christine 
Gallagher, clerk. 

Mr. Aserrr. I will ask the meeting to come to order. We are glad 
to have you people here to participate in our program. 

I believe I should briefly expla the situation as I understand it. 
My recollection is that last fall, in November, our subcommittee met 
here, together with a number of representatives from the tobacco 
industry. At that time it appeared there might be a reduction in 
the acreage of tobacco in 1959. The representatives made certain 
recommendations. They set out certain things that they thought 
ought to be done for our program. That same committee, after meet- 
ing with us, met with the Secretary and those in the tobacco program 
branch of the Department. It was thought, among other things, that 
thesituation generally was such that no cut should a given the tobacco 
acreage for 1959, provided we did certain things. 

Then on February 19, 1959, our subcommittee met with a number 
of representatives of the tobacco industry which included the follow- 
ing: Kentucky Farm Bureau, Florida Farm Bureau, Georgia Farm 
Bureau, North Carolina Farm Bureau, Virginia Farm Bureau, North 
Carolina Grange, Flue-cured Cooperative Stabilization Corp., 
Farmers Federation Cooperative, Burley Stabilization Corp., Burley 
Tobacco Growers Cooperative Association, Burley & Dark Leaf 
Tobacco Export Association, Bright Belt Warehouse Association, 
Tobacco Associates, Leaf Tobacco Exporters Association, South 
Carolina Tobacco Warehouse Association; Burley Auction Ware- 
house Association, and Virginia Burley Tobacco Growers Association. 

I am reading this list given to us on February 19. I hope that I 
have not left anybody out. 

At that time it was recommended to us, and we understood that this 
group was unanimous, that that group wanted legislation that would 
fix the price level for tobacco for 1959 and subsequent crops, based on 
90 percent of parity, prior to the agricultural act of 1948. But they 


1 
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further stated they did not think there should be a rollback or redue- 
tion below the 1958 level. 

Now, after hearing statements from various witnesses who are 
present, the subcommittee got together and requested the Department 


to prepare legislation carrying out the recommendation of those ; 
people. Accordingly, the Department came over and brought us the | 


necessary proposed legislation. 

Mr. Jennings, at the request of the subcommittee, introduced H.R, 
5058, having in mind the recommendations as brought to us by the 
group whose names I have read out. 

(H.R. 5058 is as follows :) 


(H.R. 5058, 86th Cong., 1st sess.] 


A BILL To amend section 101(c) of the Agricultural Act of 1949 to stabilize and protect 
the level of support for tobacco 


Be it enacted by the Senate and House of Representatives of the United States 


of America in Congress assembled, That secton 101(c) of the Agricultural Act | 


of 1949 is amended by deleting the period at the end thereof and adding a colon | 


and the following: “Provided, That for any kind of tobacco (other than Connee- 
ticut Valley cigar binder types 51 and 52) for which marketing quotas were in 
effect for the 1958 crop, the level of support computed in dollars and cents for 
each subsequent crop of such tobacco for which marketing quotas are in effect 
shall not exceed the level of support computed in dollars and cents applicable to 
the 1958 crop until 90 per centum of parity as of the beginning of the marketing 
year for such subsequent crop computed in the manner used prior to the enactment 
of the Agricultural Act of 1948 exceeds the level of support applicable to the 1958 
crop, Whereupon the level of support for such subsequent crop and each crop 
thereafter shall be 90 per centum of the parity price as of the beginning of the 
marketing year computed in the manner used prior to the enactment of the Agri- 
cultural Act of 1948.” 


Mr. Ansrrr. There was some misgiving—if I quote wrong, correct 


me—there was some misgiving among the farmers back home as to | 
whether they really understood what was being done and really wanted 


it. Some members suggested we should have a referendum. Others 
suggested we ought to have hearings back home. So a good deal of 
publicity was given to what we propose to do and the subcommittee 
unanimously agreed that it would not be well to have a referendum, 
that it would not be necessary to have hearings back in the States, 
but that we should have a hearing here, and meet as long as necessary, 
to hear any and all people or organizations or groups interested in 
tobacco, hear them and get their ideas, either pro or con. 

As a result of that, this hearing was set for today. I think, Mr. 
Chairman of our full committee, that wide publicity has been given 
this hearing. We appreciate your being here. 

I have been handed a list of those who would like to be heard. The 
only thing I know to do is just start down this list and call the names 
as we get to them. 

The first I have here is Mr. F. S. Royster with the Bright Belt 
Tobacco Association. 


STATEMENT OF F. S. ROYSTER, REPRESENTING BRIGHT BELT 
WAREHOUSE ASSOCIATION 


Mr. Royster. Mr. Chairman and gentlemen of the committee, on 
February 19, the position of the Bright Belt Warehouse Association 
was stated in connection with this matter. It is my understanding that 
that is already part of the record. 
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Our position remains the same. Therefore, I appear in support 
of H.R. 5058. 

Mr. Azsirr. Do you have anybody with you whom you would like 
to recognize ¢ 

Mr. Royster. I have two members of my executive committee with 
me: Mr. Walker Stone, of Durham, and Mr. M. L. Hight. 

Mr. Anpitt. Give us the names again. 

Mr. Royster. Mr. Walker Stone and Mr. Hight. They are both 
listed on the list that the chairman has. 

Mr. Assirr. Thank youso much. 

Unless somebody has some questions they want to ask, we will 
move on. 

Mr. Roysrrr. Thank you, Mr. Chairman. 

Mr. Anpirr. The next we have is Mr. Albert G. Clay, president of 
the Burley Auction Warehouse Association. Mr. Clay. 


STATEMENT OF ALBERT G. CLAY, REPRESENTING BURLEY 
AUCTION WAREHOUSE ASSOCIATION 


Mr. Cray. Mr. Chairman, on behalf of the membership of my or- 
ganization which comprises the 225 warehouses that auction burley 
tobacco over the eight-State producing area and the growers that we 
serve, we heartily recommend passage of the Jennings bill, as it 
carries out the recommendations that we presented to this committee 
on February 18. 

Mr. Assitr. Are you satisfied that carries out the recommendations ? 

Mr. Cray. Yes, we are satisfied the implication of the bill carries 
out the recommendation that the 17 organizations made before this 
committee. 

Mr. Aspirr. Is anyone here with you? 

Mr. Cray. No, sir. I might say that we also feel that the adop- 
tion of this legislation will strengthen and preserve the present to- 
bacco growing. 

Thank you. 

Mr. Assirr. Thank youso much. 

: Mr. Paul Goddard, secretary-treasurer of the Burley Stabilization 
orp. 


STATEMENT OF PAUL D. GODDARD, SECRETARY-TREASURER, 
BURLEY STABILIZATION CORP. (TENNESSEE) 


Mr. Gopparp. I was at the hearing and testified at that time. 

There have been no changes in our thinking on this legislation as 
far as its necessity, and we feel that this bill is what we need and will 
do the best we can get for tobacco at this time. 

Mr. Asprrr. Is anybody with you here? 

Mr. Gopparp. No one else from our organization is here at this 
time. 

Thank you. 

Mr. Asprrr. Thank you, sir. 

Dr. Arthur Y. Lloyd, vice president, Burley & Dark Leaf Tobacco 


Export Association. 
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STATEMENT OF ARTHUR Y. LLOYD, VICE PRESIDENT, BURLEY & 


DARK LEAF TOBACCO EXPORT ASSOCIATION 


Mr. Luoyp. Mr. Chairman, I have prepared and submitted a state- 
ment to the subcommittee and, in the interest of time, the conserving 
of your time, I would like to have that statement inserted into the 
record of this hearing. 

Mr. Aspirr. Without objection, it will be done. 

(The statement of Arthur Y. Lloyd referred to, is as follows :) 


STATEMENT OF ARTHUR Y. LLOYD, VICE PRESIDENT AND MANAGING DIRECTOR, 
Burtey & Dark Lear Tosacco Export ASsocrIaTIoN, INC. 


Mr. Chairman and members of the Subcommittee on Tobacco, for the record, 
my name is Arthur Y. Lloyd. I am the vice president and managing director of 
the Burley & Dark Leaf Tobacco Export Association, Inc. This is a federated 
trade association composed of the following member organizations: Association of 
Dark Tobacco Dealers and Exporters, Clarksville, Tenn.; Burley Auction Ware- 
house Association, Mount Sterling, Ky. ; Burley Leaf Tobacco Dealers Association, 
Lexington, Ky.; Burley Stabilization Corp., Knoxville, Tenn.; Burley Tobacco 
Growers Cooperative Association, Lexington, Ky.; Eastern Dark Fired Tobacco 
Growers Association, Springfield, Tenn.; Maryland Tobacco Cooperaitve, Upper 
Marlboro, Md.; Stemming District Tobacco Association, Henderson, Ky.; Virginia 
Burley Tobacco Growers Associaiton, Abingdon, Va.; and the Western Dark 
Fired Tobacco Growers Association, Murray, Ky. I have conferred with each 
of these organizations pertaining to the position which I am taking on this bill. 

The primary purpose of this association is to stimulate, develop, promote and 
expand the domestic and foreign market for the Burley type, the Maryland type 
and dark-fired and dark air-cured types of tobacco produced in the United States, 
We are therefore vitally concerned over the effect which the support price of 
tobacco may have upon domestic usage or the competitive position of U.S. leaf 
in the foreign market. The total membership of these organizations include 
over 500,000 people engaged directly in the tobacco industry as growers, dealers, 
warehousemen and tobacco leaf exporters. 

Elected officials of these organizations have participated in the discussion and 
adopted the recommendations previously submitted to your subcommittee, which 
has resulted in the introduction of H.R. 5058. 

I am alos executive director of the National Cigar Leaf Tobacco Association: 
This organization is composed of the following member organizations : The Conn- 
Mass Tobacco Cooperative, Inc., Holyoke, Mass.; Cigar Tobacco Cooperative, 
Miamisburg, Ohio; Leaf Tobacco Board of Trade of the city of New York, N.Y.; 
Northern Wisconsin Cooperative Tobaceo Pool, Inc., Viroqua, Wis.; and the 
Wisconsin Tobacco Growers Association, Edgerton, Wis. 

The tobacco grower organizations of this association, that are affected by this 
proposed legislation, have also authorized me to represent their viewpoint in this 
hearing. 

First, I would like to express the appreciation of these associations to Chair- 
man Abbitt and the members of this subcommittee for your kind consideration 
in providing us with the time to express our views on the proposed legislation 
incoroprated in H.R. 5058. 

The purpose of this bill is to stabilize the support price of tobacco and thereby 
provide greater equilibrum in the actual market prices of U.S. leaf to retain and 
expand both domestic and foreign markets. 

Until fairly recent years tobacco prices, like that of many other agricultural 
commodities, had a history of sharp fluctuation up and down from year to year. 
The present tobacco support program was designed to minimize such sharp flue 
tuations in prices paid to growers. Tobacco growers have courageously and 
firmly supported this program since its inception. Whenever it has been neces- 
sary to reduce acreages or recommend changes in legislation they have been will- 
ing to make sacrifices and adjustments to maintain the basic principles. These 
tobacco growers have been willing to support a sound, realistic, practical tobacco 
program. As a result of this practical approach and the cooperation which the 
tobacco farmers have received from their elected Representatives in Congress, 
the tobacco price support program stands out today as being the most successful 
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among all the major agricultural commodities. The soundness and success of 
this program can be judged by the fact that the tobacco support program has 
not placed a burden upon the taxpayers while at the same time, its products 
have added many billions of dollars to Federal and State treasuries. 

The basie principl eof this program is that it provides tobacco growers with 
a fair and just price for their product based upon 90 percent of parity. To 
the average tobacco farmer, parity means the relationship between the cost of 
things he has to buy and the price of the tobacco which he produces and sells. 
To him the present law merely means that his Government guarantees him a 
level of 90 percent of a fair market price for its product through loans upon 
the tobacco. 

Economists would call the formula by which parity is determined a “commodity 
purchasing-power concept,” which compares prices received by farmers with 
prices paid by farmers. Specifically it was designed to indicate the prices which 
would give the farm product the same per unit purchasing power in terms of 
goods and services used in both production and farm family living as prevailed 
in an economicaliy stable base period, namely, 1910-14. Later, in accordance 
with the provisions of the Agricultural Act of 1948, this formula was modified 
and prices for various farm commodities were so adjusted and modernized as ) 
to maintain the intercommodity relationships as prevailed during the most 
recent 10-year period. 

The “modernized-parity concept” was hailed as a notable advance over the 
previous formula. If all major farm commodities had continued to be sup-. 
ported at 90 percent of parity, this program might not have been jeopardized. ; 
However, as other agricultural commodities were reduced to less than 90 percent 
of parity, creating sharp reductions in their market prices, the so-called mod- 
ernized parity formula with its “built-in” intercommodity relationship forced 
the prices of tobacco up as prices fell for other commodities. 

This formula, with its emphasis on intercommodity relationships is likely to 
force tobacco supports to abnormal heights, not contemplated by the basic 
concept of parity in which tobacco growers firmly believe and enthusiastically 
support. This abnormal price would exert a deleterious effect upon the volume 
of our foreign sales. This has been pointed out and placed in its proper per- 
spective by the outstanding report of the special study tobacco subcommittee, 
appointed by Committee Chairman Harold Cooley last year. This study group, 
composed of Representatives John Watts, Ross Bass, and Pat Jennings, has 
completed a comprehensive report on “International Trade in Tobacco and Its 
Effect on U.S. Leaf Production,” recently published for the Committee on 
Agriculture. Your subcommittee should be commended and the individual 
members will have justifiable pride in the excellence of this report. In the find- 
ings of this special study subcommittee, the statement is made that “* * * a price 
holding plan would tend to check the loss in exports and probably would work 
out to the advantage of all concerned.” 

H.R. 5058 is a sountd step in this direction toward stabilizing price support 
on tobacco and protecting the foreign market. This bill was drafted only after 
wide discussion and many meetings among groups of tobacco growers that 
would be affected by this legislation. It represents commendable initiative on 
the part of tobacco growers. If enacted, its effect will be to stabilize tobacco 
supports at present levels, preserve the basic parity concept in which our growers 
firmly believe, and improve the competitive position of U.S. tobacco abroad. 
On behalf of the tobacco growers, whom I have the honor to represent, I want 
to thank each of you gentlemen for your kind attention and to urge your 
favorable consideration and support of H.R. 5058. 


Mr. Lioyp. In addition to my position with the Burley & Dark 
Leaf Tobacco Export Association, I am also executive director of the 
National Cigar Leaf Tobacco Association, which has five member 
organizations. 

Now, the grower organizations within the National Cigar Leaf To- 
bacco Association have not participated in the previous discussions on 
the bill, the organizations of that association, which are affected by 
this legislation, and they have authorized me to represent their view- 
point as being in favor of the passage of this bill. 
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Mr. Azsrrr. Thank you very much. 

Is anybody with you? 

Mr. Luoyp. Mr. John Ber ry, president of the ogi | & Dark Leaf 
Tobaeco Export Association, is here. I think he wi ll s penis in his 
capacity as president of the Burley Tobacco Growers Cooperative 
Association. 

Mr. Assrrr. Thank you. 

Mr. John M. Hieety, president of the Burley Tobacco Growers 
Cooperative Association. 


STATEMENT OF JOHN M. BERRY, PRESIDENT, BURLEY & DARK 
LEAF TOBACCO EXPORT ASSOCIATION 


Mr. Berry. Mr. Chairman and gentlemen of the committee, the 
Burley Tobacco Growers Association of Lexington, Ky., has artici- 
pated in all of the conferences and meetings pertaining to the pro- 
posals in this bill. 

I am happy to state again our approval of the plan set up in it. 

Mr. Asprrr. Thank you very much. 

Mr. R. A. Hammack, general manager of the Eastern Dark Fire- 
Cured Tobacco Growers Association. 

A Voice. He is taking a telephone call. 

Mr. Apsrrr. Will you let me know when he gets back ? 

A Vorcer. Yes. 

Mr. Assrrr. Mr. L. T. Weeks, general manager of the Flue-Cured 
Tobacco Cooperative Stabilization Corp. 


STATEMENT OF L. T. WEEKS, GENERAL MANAGER, THE FLUE- 
CURED TOBACCO COOPERATIVE STABILIZATION CORP. 


Mr. Weexs. Mr. Chairman and gentlemen of the committee, we who 
represent stabilization have participated in all discussions pertaining 
to this matter; at your meeting on February 19 we concurred in what 
transpired up to that time. 

We continue to concur in this matter in support of Mr. Jennings’ 
bill. Further, those of us charged with the responsibility of operating 
the stabilization program believe that it is something that will help 
us tremendously in the situation that now faces us with regard to the 
ventory of tobacco in the hands of the Stabilization Corporation, 

Mr. Aspirr. Thank you very much. 

Mr. Burl St. Clair, president of the Kentucky Farm Bureau. 


STATEMENT OF BURL ST. CLAIR, PRESIDENT, KENTUCKY FARM 
BUREAU 


Mr. Sr. Cratr. Mr. Chairman and members of the committee, the 
Kentucky Farm Federation, like these other groups who have already 
spoken to you, have been in on the discussions earlier—from November 
through the February 19th hearing—and we reiterate our position in 
support of the principles of the Jennings bill. 

Mr. Assrrr. Now, Mr. St. Clair, is anyone with you? 

Mr. Sr. Crate. Yes, we have. Mr. John W. Koon, our executive 
secretary ; Jack Welch, our first vice president; and Mr. FE. W. Kesler, 
our assistant executive secretary. 
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Mr. Assrrr. Thank you very much. Mr. J. C. Lanier, executive 
secretary of Leaf Tobacco Exporters’ Association. 


STATEMENT OF J. C, LANIER, EXECUTIVE SECRETARY, LEAF 
TOBACCO EXPORTERS’ ASSOCIATION 


Mr. Lanier. Mr. Chairman and members of this distinguished 
committee, I represent, as executive secretary and general counsel, the 
Leaf Tobacco Exporters’ Association, and the Tobacco Association. of 
the United States. 

I am here to say that we are in favor of the passage of this bill. 

The leaf dealers who sell most of our tobacco in foreign countries, 
felt that maybe we should go a little bit farther in the way of price in 
order to hold our foreign markets. But that was not feasible and they 
think this bill is a step in the right direction. 

We have a great stake in the foreign market, especially for Flu- , 
cured—some 40 percent of our tobacco goes to foreign countries, and 
what we need is stability of prices for a time, in order for these manu- 
facturers to plan their operations, rather than from a year-to-year 
basis. 

We feel very strongly that by stabilizing the price for some years, 
before the old parity concept catches up with the price, that it will be 
a great step forward. 

We know that the alternative, gentlemen, where, if this bill is not 
passed and the price suupports under the law go up again next year 
and next year, that it is going to put all of our export business in 
great jeopardy. 

Therefore, we favor the passage of this bill. 

Thank you. 

Mr. Cootry. May I ask you one question, Mr. Lanier? 

Mr, Lanter. Yes, sir. 

Mr. Cooter. It has been suggested that instead of passing the Jen- 
nings bill, we consider legislation, the effect of which would be to 
freeze the price support level in 1959 at the 1958 level. Do you think 
legislation along this line would be worthwhile ? 

Mr. Lanier. I think it would be the worst thing that could be done. 
because that would give instability and just make confusion from 
year to year. I think you have got to face it, Mr. Cooley, to either 
do something that will be worthwhile, or not doit. But 1 year would 
not help in my judgment. 

Mr. Cootey. Mr. Chairman, with your permission, I should like to 
ask Mr. Royster the same question. 

Mr. Royster. Yes. 

Mr. Coorry. I ask you the same question: Do you think passage 
of that type legislation, freezing the support levels of 1959 at the 
1958 level, would be worth our efforts? 

Mr. Royster. I have just heard the statement of Mr, Lanier. I 
concur in the statement wholeheartedly. 

_Mr. Chairman, I do not think that any period of time would be ad- 
visable. We have never operated on that kind of program, and I 
think it would be very unwise to attempt to do so now. 

_ As Mr. Lanier has ably said, what we need is stability over an 
indefinite period of time. 
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I might point out in substantiation of that statement, Mr. Chair- 
man, the manufacturers—foreign manufacturers—buy for usage 2 and 
3 years hence. Therefore, a Taine even of 2 or 3 years would not 
even get them up to the beginning point of the purchases from now on, 

Mr. Assrrr. Did Mr. Hammack come in? We called him before, 

Mr. Hammack is the general manager of the Eastern Dark Fire- 
Cured Tobacco Growers’ Association. 


STATEMENT OF R. A. HAMMACK, GENERAL MANAGER, EASTERN 
DARK FIRE-CURED TOBACCO GROWERS’ ASSOCIATION OF TEN. 
NESSEE 


Mr. Hammack. Mr. Chairman, gentlemen of the committee, 2 years 
ago we felt that dark tobacco, the support price on dark tobacco was 
too high, and we sponsored legislation in H.R. 7259, I believe is the 
number, which was passed, stabilizing our support price. 

We favor this bill and we are glad to be included. The tobacco 
growers are glad to be included in this bill. 

Mr. Cootry. Let me ask you the same question that I asked these 
other gentlemen: Do you think it would be worthwhile for us to pass 
legislation just freezing the support level for 1959 at the 1958 level?! 

Mr. Hammack. I don’t think so. We have found that this has been 
effective in moving tobacco into export channels, the fact that it was 
stabilized. We feel that it should be for a longer period. 

Mr. Cootzy. Thank you, sir. 

Mr. Assrrr. Mr. M. C. Nelson, president of the Burley Leaf Tobac- 
co Dealers’ Association. 


STATEMENT OF M. C. NELSON, PRESIDENT OF THE BURLEY LEAF 
TOBACCO DEALERS’ ASSOCIATION 


Mr. Netson. Mr. Chairman and members of the committee, I have 
here a prepared statement which I would like to submit and have 
made part of the testimony. But, in the interest of time I will 
merely say that our organization is in support of this bill in its 
present form and feel that it is a vital step in rectifying certain evils 
that face the tobacco industry. 

Mr. Azsirr. There is no objection, so the statement will be included. 

(The statement submitted by Mr. Nelson is as follows :) 


STATEMENT or M. C. NELSON, PRESIDENT OF THE BurLEY Lear Topacco DEALERS’ 
ASSOCIATION 


The Burley Leaf Tobacco Dealers’ Association is grateful for this opportunity 
to present to this committee our views on H.R. 5058. This bill is the result of 
the united effort of all segments of the tobacco industry which on November 17, 
1958, recommended to the Secretary of Agriculture that such legislation be 
enacted. The groups which put their names on that recommendation were: 
Kentucky Farm Bureau, Florida Farm Bureau, Georgia Farm Bureau, North 
Carolina Farm Bureau, Virginia Farm Bureau, North Carolina Grange, Flue 
cured Cooperative Stabilization Corp., Farmers Federation Cooperative, Burley 
Stabilization Corp., Burley Tobacco Growers Cooperative Association, Burley 
& Dark Leaf Tobacco Export Association (of which we are a member), Tobacco 
Associates, Leaf Tobacco Exporters Association, Bright Belt Warehouse Associa- 
tion, South Carolina Tobacco Warehouse Association, Burley Auction Warehouse 
Association, Virginia Burley Tobacco Growers Association. 
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These organizations representing farmers, warehousemen, and buying inter- 
ests adopted without opposition a recommendation stating precisely what H.R. 
5058 in its present form states. We feel, as they do, that stabilization of the 
price support level on tobacco is essential to the welfare of the farmers and all 


interests in the tobacco trade. As a result of the constant upward spiral of ~ 


tobaceo support prices, both domestic and foreign users of American tobacco | 
have made every effort to reduce their requirements to a minimum. Another 
result of ever-increasing prices has been the encouragement and protection of 
leaf production in other countries. Many important markets for our farmers 
tobacco have been lost and will be lost to the steadily rising competition from 
foreign producing areas. It is our firm conviction that passage of H.R. 5058 
with the price stabilization which it provides is a vital step in reversing the 
downward trend in the use of American tobacco and the increasing use of 
foreign grown leaf. 

As previously stated, all segments of the tobacco industry have been unani- 
mous in their support of the action which will be accomplished by the passage 
of H.R. 5058. Therefore the only other responsibility which the Committee on 
Agriculture and the Congress has is to be sure that passage of this bill is in 
the best interest of all of the American people. It is a certainty that the pro- 
gram of high rigid price supports and the enormous surpluses which have been 
accumulated as a result are not and never have been in the best interest of all of 
the American people. The tax burden placed upon them to support the program 
is staggering while at the same time prices they must pay for food are kept at 
an artificially high level. 

In addition, the foreign policy of this Nation has been hampered on several 
occasions by the Government’s efforts to unload some of our surpluses abroad. 
To date, tobacco has been quite exceptional in that it has added very little to 
this burden as compared to most other commodities. However, unless H.R. 
5058 is passed to stop the rapid rise of tobacco support prices, one of two things 
will happen. Hither the tobacco farmer’s production will continue to decrease 
until he and we are destroyed or tobacco will join the list of commodities which 
are costing the taxpayers such tremendous sums. 

It is therefore clear to us that passage of H.R. 5058 is in the best public 
interest. We are certain that it is in the best interest of the tobacco trade. We 
therefore respectfully urge all members of this subcommittee, all members of 
the Committee on Agriculture and all Members of Congress to give their ardent 
support to the passage of H.R. 5058. 


Mr. Aserrr. Mr. Carl T. Hicks, chairman of the North Carolina 
Farm Bureau. 


STATEMENT OF CARL T. HICKS, CHAIRMAN OF THE TOBACCO 
COMMITTEE OF THE NORTH CAROLINA FARM BUREAU 


Mr. Hicks. Mr. Chairman and members of the committee, I would 
like to reiterate the position taken throughout all of these conferences, 
of our position, and wholeheartedly support the Jennings bill. 


NATIONAL FARM PROGRAM 


Agricultural price support and control programs which stimulate 
the production of an agricultural commodity above effective market 
demand result in the accumulation of surpluses and a loss of the pres- 
ent contro] program, further resulting in lower net income to farmers. 
Programs which permit this situation are not in the best interest of 
producers or consumers. 

Price supports at incentive levels without effective control of pro- 
duction are economically unsound and encourage growers to produce 
ee regard to market demand and in most cases at the expense of 
quality. 
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Farm commodity programs must be designed to fit into the agricul- 
tural economy of our Nation. 

To expand our markets, world market prices must be met by Ameri- 
can farmers wherever possible without serious injury to the economie 
security of farmers who are required to live under, and pay, in many 
cases, minimum or competitive wages with industry. 

It is generally recognized that efforts have been made and are being 
made to design programs to fit individual commodities. Accepting 
this as a fact we can continue to point to tobacco and peanuts as spe- 
cial commodities. Tobacco has always required special legislation he 
cause of its unique characteristics. We therefore ask that tobacco 
continue to be supported at 90 percent of parity, provided growers 
keep supply adjusted to effective market demand. 

We believe that the parity concept is the best standard to indicate 
to farmers their fair share in the Nation’s economy, because it reflects 
farm production costs and other economic trends affecting the cost of 
living. 

Peanut growers now have the alternative of receiving a support 
level of 90 percent of parity when supply is declared by the daca 
tary of Agriculture to be in line with effective demand. We favor the 
continuation of this program. 

Since a majority of the Nation’s producers of other basic commodi- 
ties have approved by popular vote a price support plan other than 
one based on a mandatory 90 percent of parity, these producers cannot 
expect to receive a 90 percent. support level until such time as they 
make the necessary adjustments to bring supplies in line with effective 
demand. 

Nonbasic commodities should be supported when necessary, at levels 
designed to provide for orderly marketing and to prevent disastrous 
results, but not to attain a level that will present an incentive to pro- 
duce surpluses. 

Desirable changes to improve our present agricultural programs 
should be recommended, and action taken through normal Farm Bu- 
reau channels. 

We oppose compensatory payments. 


PRODUCTION ADJUSTMENT 


Production must be kept in line with demand on price supported 
crops. The following specific recommendations are offered to help 
attain this goal: 

(1) There should be no minimum allotment on any crop. 

(2) Our members are urged to cooperate with the spirit of the pro- 
duction adjustment programs. 

(3) We favor cross compliance as a means of helping to keep pro- 
duction of all crops in line with demand. 

(4) We will continue to support the present system of marketing 
agencies as they are presently administered. 


MARKETING QUOTAS 


Quotas should be continued on the basic crops when approved by 
growers voting in a national referendum. 
Mr. Aseitr. Mr. Hicks, do you have some people here with you? 
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cul- Mr. Hicks. Yes, sir, we have a number of people here. 
Mr. Azzirr. Would you like to introduce them ? 
1eri- | Mr. Hicks. Without taking the time to introduce them personally, 
mic | could I just ask the North Carolina Farm Bureau group to stand ? 
lany Mr. Marruews. I would like to have their names for the record. _ 
Mr. Cootxy. Call them out and the stenographer will take their 
eing | names for the record. 
ting Mr. Hicks. Let me ask, you have that list before you there ? 
Spe- Mr. Assirr. Yes. 
be Mr. B. C. Mangum, president of the North Carolina Farm Bureau. 
acco Mr. Maneum. Present. 
wers Mr. Anprrr. Mr. A, C. Edwards, executive vice president. 
Mr. Epwarps. Here. : 
cate Mr. Ansirr. Will H. Rogers, secretary. 
lects Mr. Rocers. Present. 
st of Mr. Aspirr. W. Randolph Eagles. 
Mr. Eactes. Here. 
port Mr. Asprrr. W. A. Allen. 
cre- Mr. AuLen. Here. 
* the Mr. Assirr. Le Roy Simmons. 
Mr. Simmons. Yes, here, 
odi- Mr. Ansirr. Anderson High. 
chan Mr. Hien. Here. 
nnot Mr. Asprrv. John Shackelford. 
they Mr. SHACKELFORD. Here. 
tive Mr. Ansrrr. Mr. Lamar Lunsford. 
Mr. Lunsrorp. Present. 
vels Mr. Aspirr. Mr. Novile Hawkins. 
rous Mr. Hawkins. Here. 
pro- | Mr. Asprrr. Mr. Robert G. Shipley. 
Mr. Suirtey. Here. 
‘ams Mr. Ansirr. Mr. James Taylor. 
Bu- Mr. Taytor. Here. 


Mr. Asprrr. Did I miss anybody ? 
Mr. E. Y. Floyd. 

Mr. Fioyp. Yes. 

Mr. Assirr. Thank you very much. 


rted Mr. Lennon. May Lask the gentleman a question ? 
ne] Mr. Aspirr. Yes. 
P Mr. Lennon. Mr. Hicks, do you have with you, personally present 


here, most of the 20 membership tobacco committee ? 
Mr. Hicks. I believe the majority of them are here. 


ro- be “oo , 
P Mr. Lennon. I wonder if you would be willing to put in the record 
ois the 20 members of the committee from North Carolina. 
P Mr. Azerrr. No objection. 

: . AT AS r y area > r? 
ting Mr. Lennon. Whoare they? 


Mr. Coo.ry. Just give the list to the reporter and their names and 
addresses will be inserted in the record. 


1 by 
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(The list of members of the Farm Bureau Tobacco Committee 
follows :) 


MEMBERS OF THE 20-MAN FARM BUREAU ToBacco COMMITTEE, NORTH CAROLINA, 
1959 


Thomas Daniel, route 2, Wilson, N.C. B.C. Mangum, Rougemont, N.C. 
R. Sullivan Fisher, route 3, Rocky E. Y. Floyd, Post Office box 1967, 


Mount, N.C. Raleigh, N.C. 
Carl T. Hicks, Walstonburg, N.C. Vassar Sherron, route 2, Wake Forest, 
W. A. Allen, Farmville, N.C. N.C. 
John Shackelford, Hookerton, N.C. Anderson High, route 3, Durham, N.C. 
Clyde Wayne, Whiteville, N.C. Harvey Faulk, route 6, Sanford, N.C, 
LeRoy Simmons, Albertson, N.C. L. A. Blaylock, Prospect Hill, N.C. 
Adam J. Whitley, Jr., route 1, Smith- M.A. Hester, Belews Creek, N.C. 

field, N.C. M. J. Young, Walnut Cove, N.C. 
James H. Taylor, Pikeville, N.C. Josh Jordan, Candor, N.C. 


J. S. Melvin, route 5, Fayetteville, N.C. Frank Bryant, Boonville, N.C. 
Mr. Anpirr. Mr. A. C. Lawrence, North Carolina Grange. 


STATEMENT OF A. C. LAWRENCE, REPRESENTING NORTH 
CAROLINA GRANGE 


Mr. Lawrence. I appear here today for the National Grange, and 
the North Carolina Grange. I have a statement, it is not too long, 
but I will submit that, and I will say, though, that the National 
Grange and the North Carolina Farm Grange is in accord and in 
support of this proposed legislation. 

Mr. Assrrr. You can include that statement in the record. Do you 
want to hand it to the reporter ? 

Mr. Lawrence. All right. 

My name is A. C. Lawrence. I am a flue-cured tobacco producer 
from Apex, Wake County, N.C. I am chairman of the agricultural 
policy committee of the North Carolina State Grange, a member of the 
tobacco committee on both the State and National levels of the Grange. 
I have been authorized by both the North Carolina State Grange and 
the National Grange to appear here today for the purpose of present- 
ing our unified views at this hearing. 

We appreciate very much your invitation to appear and be heard 
before this committee. 

The Grange strongly supports the parity concept for determining 
the level of supports for any farm commodity. We favor the com- 
modity-by-commodity approach in dealing with problems affecting 
any commodity. 

We advocate programs of guaranteed minimum prices of farm 
products, announced in advance of production decisions. The price 
structure in relation to quality of product within any guaran 
minimum average level, and production adjustments should be re- 
viewed continuously and revised whenever necessary to meet, changes 
in demands with regard to quantities and qualities. 

We recognize that the tobacco program with strict production 
controls and mandatory price supports has proven to be the best 
of any of our farm commodity programs, but we believe a need 
exists for a review and revision of this program in order to meet 
changing conditions affecting the tobacco -industry. 

The Grange favors stabilization of the tobacco support level for 
1959 and subsequent crops at a figure not to exceed the 1958 level 
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until such time as 90 percent of so-called old parity exceeds the 1958 
crop support level and that, thereafter, the Epes level shall be 
90 percent of parity computed in the manner used prior to the Agri- 
cultural Act of 1948. 
We submit that stabilizing the support price for tobacco will— 
(1) Promote expansion and stabilization of markets, both 
domestic and foreign, since users of our tobacco could confidently 
expect no increase in price support levels for several years. _ 
(2) Materially reduce the incentives for further increases in 
tobacco production in foreign areas. 
(3) Yield a fair return to the producers and, at the same time, 
act toward stabilizing the industry as a whole. 

In conclusion, we are convinced that we cahnot expect continued 
public approval of a tobacco program which leads to a drain upon 
the taxpayer, loss of export markets, and continued incentives for 
homogenization of tobacco. Stabilizing of tobacco supports at the 
1958 level is a step in the right direction. © ; 

Again, we thank you for giving us this opportunity to appear and 
testify here today. 

Mr. Assirr. Mr. E. Y. Floyd, Plant Food Institute of North Caro- 
lina and Virginia. 


STATEMENT OF E. Y. FLOYD, REPRESENTING PLANT FOOD 
INSTITUTE OF NORTH CAROLINA AND VIRGINIA 


Mr. Froyp. Mr. Chairman and gentlemen of the committee, our 
organization concurs in the Jennings bill, and we have followed 
through on all of the hearings up to this time. 

Mr. Assitr. Thank you very much. 

Mr. Cootry. Let me ask Mr. Floyd a question. 

Mr. Floyd, do you think that the farmers generally understand 
what this bill is all about ? 

Mr. Fioyp. Yes, sir, I certainly do, Congressman. 

I have been attending meetings this entire winter, and I have 
not found a single instance of where a farmer did not think it was 
the thing to do, to stabilize—— 

Mr. Cootry. Has the subject also been discussed with ASC com- 
mittee throughout the State? 

Mr. Fioyp. Yes, sir. 

Mr. Cootry. And it has been under discussion since sometime last 
fall, has it not? 

Mr. Fioyp. That is right. 

Gentlemen, I do not think there is anything since I have been in 
agricultural work since 1925 that is in more harmony and more 
desired for the farmers than the passage of this legislation. 

Mr. Cootry. Mr. Chairman, at this point I would like to say that I 
have for the first time received opposition to this bill. It comes from 
North Hadley, Mass., the Farm Bureau of North Hadley, Mass.; 
and from Southwick, Mass. They have sent two telegrams which I 
would like to put in the record. The one from Southwick, Mass, reads: 


Wish to support American Farm Bureau Federation board of directors in 
opposing return to old parity for southern tobacco growers. 


This comes from up in New England. 


39455—59-—_—__3 
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I also have one from Ohio. Other than that I have heard no 
opposition to the pending bill. 
r. Assrrr. Without objection, it will be put in the record. 
Mr. Cootny. I would like these inserted in the record, not at this 
point, but at the end of the testimony. 
Mr. Assrrr. Mr. E. H. Agnew, South Carolina Farm Bureau. 


STATEMENT OF E. H. AGNEW, SOUTH CAROLINA FARM BUREAU 


Mr. Acnew. This was discussed in the ranks of the South Carolina 
bureau fully last fall and I would like to quote one short paragraph 
from our resolution on Flue-cured tobacco adopted by the voting dele- 
gates, unanimously on November 18. 

We reaffirm our determination to support retention of the parity concept and 
90 percent of parity support price for Flue-cured tobacco. We look with favor 
on giving serious consideration to elimination of that part of the modernized 
parity formula that results in increasing the parity price of Flue-cured tobaceo 
by reason of lower prices of other farm commodities. 

We had two reservations with respect to the language of the Jen- 
nings bill, but this morning at breakfast, attended by most of those 
here from the southeastern States, that language was interpreted and 
clarified to our satisfaction, to the point that we agreed to give full 
support to enactment of the Jennings bill. 

Mr. Azspsrtr. Is anyone with you, Mr. Agnew ? 

Mr. Acnew. Mr. B. Franklin Williamson, who is chairman of our 
15-man South Carolina Farm Bureau tobacco committee and Mr. 
Brown who is president of the South Carolina Warehouse Association, 

Mr. Aspirr. Mr. McMillan wants to ask you a question. 

Mr. McMuuan. This Jennings bill has been discussed with the 
tobacco farmers of South Carolina thoroughly, is that correct? 

Mr. Acnew. I think to the point that there is rather general 
understanding, particularly on the principles. There may be some 
reservations that I had personally with respect to two points, and I 
think the explanation that I got this morning will clarify that to the 
point that we would find nothing but complete support for this bill. 

Mr. McMiiztan. When you go back to South Carolina it is your 
opinion that you can clear up that point, is that right? 

Mr. Acnew. Without difficulty. 

Mr. McMiunzan. Thank you. 

Mr. Cooney. Mr. Chairman, I would like permission to put in the 
record the statement that the commissioner of agriculture for the 
State of North Carolina expressed. He called me on the telephone 
yesterday and expressed his regrets that he could not be here today. 
But he wanted the record to show that he wholeheartedly supports the 
Jennings bill. 

Mr. Assrrr. Thank you. 

Mr. St. Clair, I failed to ask you whether you had anyone with 
you; Tam sorry; have you anyone with you? 

Mr. Str. Cuatr. Yes,sir. I introduced four members with me. 

Mr. Lawrence. Mr. Chairman, the North Carolina State Grange. 
We have Mr. Claude Hall and Mr. Lanier. 

Mr. Apserrr. Thank you. 

Mr. Frank A. Brown, Jr., South Carolina Tobacco Warehouse As- 
sociation. 
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STATEMENT OF FRANK A. BROWN, JR., SOUTH CAROLINA TOBACCO 
WAREHOUSE ASSOCIATION 


Mr. Brown. Mr. Chairman and members of the committee, we in 
the warehouse association go along with Mr. Jennings’ bill and think 
itis very well stated. 

Mr. Assitt. Thank you. 

Mr. McMixtan. I have a wire, also, connected with the warehouse 
association. It is from Mr. Fowler of South Carolina, who is also 
connected with the South Carolina warehouse association; he sent 
mea wire approving the Jennings bill. 

Mr. Jennino@s. I would like to add that the supervisor for the burley 
market did, also. 

Mr. Aspirr. All right. 

Mr. J. B. Hutson. 


STATEMENT OF J. B. HUTSON, TOBACCO ASSOCIATES 


Mr. Hutson. Mr. Chairman and members of the committee, the 
Tobacco Associates endorses the Jennings bill. 

Ihave with me Mr. Jim Frink. 

Mr. Assirr. Mr. Claude P. Bordwine, of the Virginia Burley To- 
bacco Growers Association. 


STATEMENT OF CLAUDE P. BORDWINE, VIRGINIA BURLEY TOBACCO 
GROWERS ASSOCIATION 


Mr. Borpwine. Mr. Chairman and members of the committee, Iam 
Claude Bordwine of the Virginia Burley Tobacco Growers Association. 

We attended the previous conferences and heard the recommenda- 
tions, and we wholeheartedly endorse the Jennings bill. 

Mr. Apsitr. Do you know Mr. Jennings ? 

Mr. Borpwine. Yes, sir. 

Mr. Jenninos. Are the effects of this legislation generally under- 
stood and generally agreed upon among the farmers in our Burley 
Tobacco Association? Do they agree it would be beneficial ? 

Mr. Borpwine. Yes, sir. 

Mr. Assirr. Mr.8.T. Moore, Jr., of the Virginia Farm Bureau. 


STATEMENT OF S. T. MOORE, JR., VIRGINIA FARM BUREAU 


Mr. Moors. Mr. Chairman and members of the committee, our or- 
ganization endorses the Jennings bill, and since the February 19 meet- 
ing, we have had several local meetings, county meetings, with our 
growers, and there has been no opposition. We had meetings in which 
the growers generally, throughout the State, were in attendance. The 
matter was presented, and there was no opposition. 

Therefore, we continue to support the Jennings bill. 

Mr. Assirr. Mr. Moore, just 1 minute. 

Yes, Mr. Jennings. 

Mr. Jenninos. Is it your considered opinion that this bill and the 
effects of it are generally understood by the growers in the Burley 
Tobacco Growers Association and all of the tobacco growers in the 
State of Virginia? 
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Mr. Moors. Well, I can only speak for the flue-cured growers, I 
feel sure that they understand it arneeety no ha 

Mr. Jenninos. Mr. Moore, I might add at this point in the record, 
it was about 2 weeks ago that I met with the farm bureau representa- 
tives in the ninth district. We had quite a lengthy discussion on 
this, and other matters, and Dr. Duncan informed me that this was a 

erfect example of the grassroots thinking on farm bureau legis- 
lation; that it was discussed at the district meetings and the precinct 
meetings, and that they had endorsed this legislation, or this type of 
legislation long before I had introduced it. 

As a matter of fact, I believe they were right proud of the fact 
that they were the sponsors of the legislation initially. 

Is that the conned consensus that you have received in other meet- 
ings throughout Virginia? 

Mr. Moore. I think that is absolutely correct; that has been the im- 
pression I received. 

Mr. Jenninos. Thank you. 

Mr. Assittr. Do you have someone with you? 

Mr. Moore. I have Mr. H. G. Blalock and Mr. Hiram Zigler with 
me. 

Mr. Assirr. We certainly appreciate your coming here. 

I might add all of these outstanding Virginians are from the Fourth 
Congressional District of Virginia. 

Mr. McMillan, I understand you had another person here from 
South Carolina. Let me have his name. 

Mr. McMiiian. We have Robert Coleman, president of a seed 
company of South Carolina. He is attending the meeting. I should 
like it to be in the record that he attended this meeting. 

Mr. Assitr. Mr. Coleman. 

Mr. Coteman. Thank you. 

Mr. Assirr. Here is another fine gentleman from Virginia. 


STATEMENT OF JOHN B. VANCE, PRESIDENT OF THE VIRGINIA 
FARMERS UNION 


Mr. Vance. My name is John Vance for the record. I am president 
of the Virginia Farmers Union. 

I am appearing before the committee this morning in somewhat 
of a dual capacity, representing the some 17,000 farm people who are 
members of the organization of Virginia; and also representing the 
National Farmers Union with its membership of some three-quarters 
of a million, nationwide. 

I would like to say I have had the distinction and the pleasure of 
working with the committee in the presentation before this com- 
mittee some time ago, and we believe that the Jennings bill is in the 
best interest of all of our producers and all phases of our tobacco 
industry, and we are glad to give it our full and complete support, sir. 

Mr. Assirr. Thank you. 

Mr. Jennines. John, let me ask you the same question I have 
asked before: Is it your opinion there is general understanding 
as to the contents and the effects of the bill among your members in 
Virginia? 

Mr. Vance. Congressman Jennings, I think it is very well under- 
stood among the growers, the effects of this bill. In talking with the 
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people that I have come in contact with, I have yet to hear the first 
disagreement or opposition to the bill. 

Mr. Jennines. Thank you. 

Mr. Vance. That is among farmers. 

Mr. Jenninos. Thank you. 

Mr. Assrrr. Mr. Holmes Ellis, general manager of the Western 
Dark Fire-Cured Tobacco Growers Association. 


STATEMENT OF HOLMES ELLIS, GENERAL MANAGER, WESTERN 
DARK FIRE-CURED TOBACCO GROWERS ASSOCIATION, KEN- 
TUCKY-TENNESSEE 


Mr. Exuts. Our organization formally supported the objectives of 
this proposed legislation. 

Mr. Assirr. Thank you very much. 

Mr. Exuis. Thank you. , 

Mr. Azvsrrr. Mr. C. W. Maloney, president of the Stemming District 
Tobacco Association. 


STATEMENT OF C. W. MALONEY, PRESIDENT OF THE STEMMING 
DISTRICT TOBACCO ASSOCIATION (KENTUCKY) 


Mr. Maroney. Mr. Chairman, members of the committee, we came 
before your committee, Mr. Chairman, in 1957 and asked for relief on 
dark tobacco. Your committee and the Congress saw fit to grant us 
that relief. We are in accord with the principles of this bill and we 
are glad that you put dark tobacco in it. 

Mr. Cuetr. May I ask him a question ? 

Mr. Apsirr. Yes, sir. 

Mr. Cuetr. Clarence, let me ask you, if I may: Do you think that 
this bill will help to decrease our present tobacco surplus? 

Mr. Matonry. Do I think what ? 

Mr. Cuetr. Do you think that this bill will help to decrease our 
present tobacco surplus ? 

Mr. Matoney. I might answer that by saying the relief you gave us 
in 1957 has already shown that it has helped relieve the surplus of dark 
tobacco. 

Mr. Cuexr. In your opinion, will it raise or lower the price that the 
farmer now gets for his tobacco ? 

Mr. Matoney. Well, we are stabilized at the 1957 level, and it would 
have no effect whatever on us, because we took care of this in 1957. 

Mr. Cuetr. Do you feel that this is pretty generally known, the bill 
itself, is it pretty well understood back in Kentucky by the farmers 
and little fellow, as well as the bi grower ? 

Mr. Mavonry. I would say this, Congressman: In our immediate 
section and in our association it is very well known, because we had 
this problem in 1957 and we have further explored this bill, since it 
came out, with our members. We feel that they know what the bill is 
all about, and they endorse it. 

Mr. Cuetr. Have there been any meetings in Kentucky with re- 
spect to this particular legislation ? 

Mr. Matonery. I would say that, of the meetings that have been 
had—I could not say about the Farm Bureau—but our association has 








18 TOBACCO PRICE SUPPORTS 


discussed it with our membership as far as we could. With 12,000 
members it is hard to reach them all. But the leaders within our 
counties understand this principle. 

Mr. Cuetr. Well, I know your deep and abiding interest in tobacco, 
and it has been for years and years. I appreciate your statement 
very much. 

Mr. Maroney. Thank you, Mr. Congressman. 

Mr. Cootey. Wait a minute. 

Mr. Chairman, I should like the record to show that the committee 
has a distinguished guest with us this morning, the gentleman from 
Kentucky, Senator John Sherman Cooper. 

I want you to feel perfectly at home and feel free to ask any ques- 
tions which may occur to you at any time. We are delighted to have 
you with us. 

Senator Cooper. Congressman Cooley, and Congressman Abbitt, I 
thank you for your courtesy in inviting me to sit here. 

I must say that the conduct of the presentation of this testimony is 
very unusual. 

I thank you for being here. 

Mr. Assirr. We appreciate your being here. 

I understood you have a statement you would like to read, Mr. Lynn, 

Mr. Lynn. Yes, sir. 


STATEMENT OF JOHN C. LYNN, LEGISLATIVE DIRECTOR, THE 
AMERICAN FARM BUREAU FEDERATION 


Mr. Lynn. Iam John C. Lynn. I would like to refer to the state- 
ment and then insert it. 

Mr. Assirr. Thank you very much. 

Mr. Lynn. I have with me Mr. Frank K. Woolley, legislative 
counsel for the American Farm Bureau and Mr. W. E. Hamilton, 
director of our research department. 

The American Farm Bureau Federation, representing 1,576,462 
member families in 48 States, Puerto Rico, and Hawaii, appreciates 
the opportunity to present to this subcommittee its views with respect 
to tobacco price support legislation. 

As this committee knows, Farm Bureau has long been concerned 
with the need to maintain and expand markets for an ever-increasing 
volume of farm production by keeping farm products competitive in 
the market place. 

The need to meet competition early became apparent in the case of 
such products as cotton, cottonseed, soybeans, rice, dairy products, 
wheat, and feed grains. The changes that have been made in the level 
of Government support prices for such commodities over the years 
have been designed to make them more competitive in the market- 

ace. 

Historically, the Farm Bureau has supported the tobacco program 
because of some differences between tobacco and other commodities, 
and, above all, because it was our understanding that tobacco growers 
were willing to adjust production as much as might be necessary to 
keep supplies in line with demand. 

Although there are some important differences between tobacco and 
other price-supported commodities, the need to compete for markets is 
now becoming more apparent in tobacco. Furthermore, it now ap- 





| 


our 


9 
ent 


om 


ies- 
ave 


y I 


, is 


nn, 


ind 


3 is 


TOBACCO PRICE SUPPORTS 19 


pears tobacco growers wish to avoid further cuts in acreage—even if 
this should require that they forgo some of the increases that might 
otherwise occur in tobacco support prices, — 

U.S. exports of Flue-cured tobacco—which averaged more than one- 
third of our production in the 5 years, 1951 to 1955—have been declin- 
ing in recent years, although other countries have been increasing their 
production and exports of Flue-cured tobacco, 

Our export markets obviously must be maintained and expanded if 
Flue-cured tobacco producers are to realize their desire to avoid fur- 
ther acreage cuts. ' : 

Recent trends in foreign production and international trade in this 
type of commodity are set forth in more detail in an excerpt from the 
recent annual report of Tobacco Associates. ee 

I think you are familiar with this table which is attached, but I 
would call it to your attention to indicate that the U.S. share in the 
total Flue-cured market is declining, and I think it is absolutely neces- 
sary that we slow down this expanded production of tobacco abroad. 

xports currently are of less importance to burley producers; how- 
ever, the upward trend in foreign production must be reckoned with. 

Here at home far-reaching technological changes are creating a new 
situation in the domestic market. ese technological cnenees in- 
clude the development of the homogenizing process and the shift to 
filter tip cigarettes. By making possible a fuller utilization of the 
tobacco plant these developments are reducing the amount of leaf 
tobacco required to manufacture a given volume of consumer prod- 
ucts. At the same time new technology is increasing the demand for 
the heavier, less expensive grades of tobacco. This is particularly 
true in the case of burley and the cigar binder types tobacco, but the 
statistics indicate a similar trend in Flue-cured tobacco. (See attach- 
ments A, 1 and 2.) 

I call your attention to the attachment A which is supplemented 
in more detail by 1, 2, and 3. 

The tables show for the 22 grades of Flue-cured tobacco with the 
lowest support prices brought an average of 135 percent of the support 
in the 1958 marketing zone while the 52 grades brought only 105 
percent of support. 

This is further detailed in the table, and a similar table, to illus- 
trate this same point, for burley tobacco. 

In combination with the price-support program, and the modern- 
ized parity formula, technological developments are operating to 
increase price supports on some types of tobacco at a rather rapid rate. 

This comes about as follows: 

(1) The 90-percent-of-parity support program operates to keep 

a of any grade of tobacco from dropping below the support 
evel. 

(2) Increased demand for the cheaper des has had the 
effect of raising market prices well above the support level for 
such grades. For example, prices of some of the lower grades 
of burley tobacco averaged more than 200 percent of support 
prices for such grades during the 1958 marketing season. 

(3) These developments and the restriction of production under 
the control program have pushed average market prices for some 
types of tobacco well above the 90 percent of parity support level 
in each of the last several years. 


~~ 
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(4) Prices of all farm products have averaged considerably 
less than 90 percent of parity for several years. 

(5) Under the modernized parity formula, the relationships 
that have existed between the market prices of various farm com- 
modities in the most recent 10 years are an important factor in 
the determination of parity prices. Thus, when tobacco prices 
exceed 90 percent of parity, and prices of other farm products 
fall below this level, the result is to raise the base prices used in 
computing parity prices for tobacco, and this in turn leads to 
higher support prices for tobacco. 

The process, whereby parity and support prices for tobacco are 
being progressively raised each year, has proceeded to the point where 
leaders in the tobacco industry fear that a continuation of present 
trends would impair the ability of U.S. tobacco to compete in the 
important foreign market. 

In spite of attempts to control production, the trend in carryover 
stocks has been consistently upward over a considerable period of time. 

Legislation has been introduced in Congress to provide that price 
supports for the marketing quota types of tobacco—other than Con- 
necticut Valley binder—shall be based on the old parity formula in 
1959 and subsequent years with the proviso that supports are to be 
frozen at the 1958 level until such time as 90 percent of old parity 
exceeds the level of price support applicable in 1958. 

The effect of this legislation would be to maintain the present 
competitive position of tobacco by lowering support prices from the 
levels that otherwise would be applicable. We agree with the desire 
to keep tobacco from becoming less competitive. We also agree that 
the proposed anticipated increases in support prices would help to 
make our tobacco more competitive than it otherwise would be. 

We fully sympathize with the desire of the tobacco industry to 
maintain a sound program. It is worth noting that over the years 
tobacco producers have repeatedly demonstrated a greater willingness 
than the producers of any other crop to make the changes required 
from time to time to keep any program sound. In our ope the 
tobacco industry is entirely right in insisting that tobacco be allowed 
to compete for markets so that it can avoid the trap of becoming a 
ward of the Government by the export subsidy or production payment 
route. 

We cannot, however, endorse the proposed legislation in its present 
form. 

The technological changes taking place in tobacco, the upward trend 
occurring in parity and support prices for tobacco, and the problem 
of maintaining badly needed export markets were thoroughly dis- 
cussed by the voting delegates to the last annual meeting of the 
American Farm Bureau Federation. 

Delegates from the States most important in the production of 
Flue-cured and burley tobacco tried to obtain approval of a proposal 
along the lines of the legislation now before the Congress. The prob- 
lem was thoroughly discussed for several days during the development 
of the Resolutions Committee’s report. Due to the far-reaching im- 
plications of the proposal to go back to old parity—which could set a 
precedent not only for tobacco, but also for other crops—delegates 
from the tobacco States were unable to sell this approach. The voting 
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delegates did, however, recognize the need for changing the tobacco 
rogram to keep tobacco competitive by adopting the following reso- 
ution : 

Recognizing that producers of the price-supported varieties of tobacco have 
shown a much greater willingness and ability to adjust production to market 
demand than the producers of most other price-supported commodities, we con- 
tinue to support the tobacco program. 

Many technological changes are occurring in the tobacco industry. We recog- 
nize the need to stabilize support prices for tobacco and to take account of these 
ehanges. We will support the adjustments necessary to accomplish this stabiliza- 
tion. (An explanation of the Farm Bureau’s policy development procedure is 
set forth in attachment 4.) 

An explanation is attached to this statement. I think the members 
of this committee are quite familiar with this process. That ends the 

uotation from our resolution. 

The situation was further considered in the light of the above reso- 
lution at the January and March meetings of the American Farm 
Bureau Federation Board, in the discharge of its responsibility to 
to develop specific proposals to carry out the policies laid down by the 
voting delegates. After very thorough consideration of the problem 
and the policy laid down by the voting delegates, the Board adopted 
an action which provides: I eae this is the Board action: 

That the AFBF and the State farm bureaus actively work with tobacco growers 
to effect a new and better approach to the tobacco problem for 1960, and succeed- 
ing years, and that we support the freezing of tobacco price supports at the 
1958 level for 1959, and oppose any efforts to return to the use of the old parity 
formula as a method of calculating price supports. 

That is the end of the quote from the Board action. 

Insofar as 1959 is concerned, our recommendation would result in 
support prices for the affected types of tobacco at the same dollars- 
and-cents level that would result from the legislation that is now 
before Congress. However, limiting the proposed freeze to 1959 
would allow time for the development of something better than a 
freeze for 1960, and subsequent years. Farm Bureau members in the 
tobacco States have a serious responsibility for the development of a 
better approach. We feel sure that on the basis of the facts, tobacco 
producers can, and will, help to develop a long-range program that 
will expand markets and help to maintain producer incomes. 

In opposing the idea of going back to old parity as a method of 
calculating price supports, the Farm Bureau recognizes that the mod- 
ernized parity iceubals was adopted by the Congress only after it had 
been discovered through long experience that the old formula was 
producing results completely inconsistent in many instances with 
present-day conditions. 

The Farm Bureau does not intend to be a party to a procedure 
whereby the family of agriculture is divided up into splinter fac- 
tions—with each commodity having a separate parity formula. This 
is not the high road to unity and progress in agriculture—this is the 
low road to disunity and further weakening of farmers’ relationships 
with the general public. We need to achieve better public understand- 
ing of farm problems. We certainly must be careful not to add to 
the already existing public confusion by using yardsticks of different 
lengths for the various commodities. 


89455—59——4 
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A more fundamental point, however, is our sincere doubt that going 
back to the old parity formula would really solve the problem of 
keeping tobacco competitive. The old parity formula for burley 
and Flue-cured tobacco is based on the conditions that existed in 
1934-88. Consequently the old parity formula fails completely to 
take into account either— 

(1) the increasing foreign production of tobacco which is 
reducing our share of the world market ; or 

(2) the technological changes which are changing the pattern 
of domestic consumption. 

Let me just add here—I have been fooling around with tobacco 
pretty near all my life. With regard to filter-tipped cigarettes, to 
think of the 1938 situation where we did not have filter-tip cigarettes, 
we were using Bull Durham in those days. 

Those who favor the bill now before Congress talk of the need to 
stabilize tobacco support prices for the immediate future, and of 
making changes in later years on the basis of changes in the cost of 
a ok tobacco. But the old parity formula does not do this, 

f the old formula had remained in effect, parity prices would have 
increased from 45.7 cents per pound in February 1949 to 54.6 cents 
in February 1959, in the case of burley and from 47.2 cents to 563 
cents in the case of Flue-cured. 

Furthermore, the old parity formula does not really reflect changes 
in the cost of producing a specific commodity such as tobacco. 

On the contrary, it merely reflects changes in the cost of a long 
list of things purchased by farmers as a group. 

These problems deserve much further study if we are to avoid 
mistakes that will mean future trouble for tobacco producers. We 
believe our recommendation for freezing for 1959 the price support 
on tobacco at the same dollars-and-cents level as 1958 will have the 
following effects: 

(1) Serve notice on the world that the tobacco industry in 
the United States is going to meet competition and that we are 
not going to continue to hold an umbrella over the expansion of 
foreign production at the expense of the domestic industry ; 

(2) Help to insure that the current stocks of tobacco can be 
moved at competitive prices without undue losses; 

(3) Give opportunity for all segments of the tobacco industr 
to join together in an educational program designed to (a) facili- 
tate discussion and understanding of the tobacco problems, (}) 
encourage a more realistic appraisal of alternative courses of 
action, and (c) result in recommendations that will effectively 
promote and protect the best interests of tobacco producers in 
future years. 

It is unfortunate there is differences of opinion as to what should 
be done to keep the tobacco program sound, but it should be empha- 
sized that these differences do not involve the question of what should 
be done for 1959. 

Surely, the disagreement that exists over the wisdom of taking per- 
manent action at this time should not be allowed to block action to 
stabilize the situation for 1959 and provide opportunity for further 
study in regard to the future. 

It should be obvious to the members of this subcommittee, and all 
who will listen, that it is the objective of Farm Bureau to assist the 
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producers of tobacco in developing a program that will truly serve 
their best interests. It is in the longtime interests of tobacco producers 
to be able to demonstrate to the Farm Bureau leaders in the more than 
35 States that do not grow any tobacco that the tobacco program de- 
serves their continued support. 

We will continue to work with this committee and all segments of 
the tobacco industry in developing a program we can be proud to 
support and promote. 

r. Chairman, I ask that the attachments and appendages be made 
part of the statement with your permission. 

Mr. Aspitr. Yes, sir. 

Mr. Lynn. I appreciate sincerely your courtesy in allowing me to 
complete the reading of this statement. _ 

I could not help ‘but be impressed with the fact that the Farmers’ 
Union, and the Grange, have joined now in attempting to make prices 
more competitive. 

We welcome this assist from the Farmers’ Union and the Grange, 
and we are glad they are coming around to this point of view. 

This completes my statement, Mr. Chairman. 

Mr. Assitr. We thank you very much. 

Mr. Lynn. I shall be happy to try to answer any questions. 

Mr. Aspitr. Are there any questions? 

Do you have any questions, Mr. Cooper ? 

Senator Coorer. Yes. Thank you, Mr. Chairman. 

I will ask one or two questions. 

Mr. Lynn, you remember that last year the farmers made changes 
in the cotton, corn, and rice programs. 

Mr. Lynn. Oh, yes, sir. 

Senator Coorer. Do you consider the corn, cotton, and rice pro- 
grams that worked out or were worked out, were programs which they 
believed most helpful to them ? 

Mr. Lynn. I think so. I think the recommendations that were put 
forth for these three commodities were well considered by the pro- 
ducers. I think it was unfortunate that the Congress did not see fit 
to follow those recommendations in the case of corn and cotton. 

Senator Cooper. You did support the decisions that had been made 
by what you thought was the majority of the growers of those com- 
modities, though ? 

Mr. Lynn. Yes. In presenting our statements to this committee 
and the Senate Agriculture Committee, we attempted to do that. 

Senator Coorrr. I have been interested this morning to hear what 
appears to be the representatives of the tobacco growers in the tobacco- 
producing States. Definitely they have worked out a program which 
they believe is best suited to their needs. 

How do you distinguish between your support of some commodity 
growers, the programs which they think are best for them, when you 
oppose the programs which the tobacco growers and their representa- 
tives have developed, believing it is best for their interests? 

Mr. Lynn. Senator Cooper, I do not wish to attempt to wash a 
lot of Farm Bureau dirty linen before this committee. 

Senator Cooper. I do not want to do that, either. 

Mr. Lynn. We have to work this out within our own organizations. 
I am here to try to reflect to you, the best I know how, the policy, the 
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national policy of the American Farm Bureau Federation; I refer 
you to attachment No. 4, “How Farm Policies Are Made.” 

I would just like to say this on this matter of the proposals in the 
Jennings bill: A great many of these people back here who have testi- 
fied today sat on the same resolutions committee that I served as sec- 
retary, and they put forth this proposal of going back to old parity 
and it was soundly beaten before the resolutions committee. It wag 
not brought up on the floor of the voting delegate body at the Boston 
convention. 

Gentlemen, I am a staff member. I do not make the policies of 
the Farm Bureau. I simply try to reflect, as best I can, the policies 
that are developed by those who have this responsibility. 

I regret very much that this situation has developed, because I 
think it might prove to be a dark day, not for the American Farm 
Bureau Federation, but for the burley and flue-cured tobacco pro- 
ducers who have tried to develop a program over the years that igs 
deserving of support. We continue to support the tobacco program, 
But we do not want to be a party to going down a blind alley that 
we are not at all sure is the answer to the problem. 

That is the reason we are recommending a temporary program, 
to give these producers a chance to look, see, and help incom the 
best possible answer to this problem. 

I am sorry, Senator, I did not mean to take so long to answer. 

Senator Coorer. Thank you very much. 

Mr. Cooter. I would like to ask a few questions. 

Mr. Asperrr. Go right ahead, Mr. Cooley. 

Mr. Coorey. Of course, I am sure everybody understands that you 
are presenting the view of the board of directors of your organization. 

Mr. Lynn. The voting delegates and the board of directors. 

Mr..Cootry. And you are the spokesman for the American Farm 
Bureau Federation ? 

Mr. Lynn. Yes. 

Mr. Cootry. On this occasion ? 

Mr. Lynn. Yes. 

Mr. Cootry. Well, now, do you agree personally with the views 
expressed in the statements that you have presented to us? 

Mr. Lynn. I certainly do. If I did not, I would resign. 

Mr. Cootey. You would not have to do that, of course. 

Mr. Lynn. I would. 

Mr. Cootey. You do not mean to say you would resign in the event 
pare Sond of directors signed something that you did not agree 
with ? 

Mr. Lynn. No, I would resign rather than come before any com- 
mittee of Congress and put forth a proposition that I did not think 
was in the best interest of the producers. Sure I would. 

Mr. Cootzy. You mean, if and when the board of directors do not 
agree with you, you will resign ? 

Mr. Lynn. The board of directors make the policy and I present it. 

Mr. Cootzy. Then you are going to accept the policy they give to 
you, is that right? 

Mr. Lynn. Right. 

Mr. Cooney. Certainly. Well, as I say, I commend you for pre- 
senting the views of your organization. Do you not think it rather 
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strange that the Congressmen from the tobacco-growing areas affected 
by this legislation have received no opposition from the districts they 
represent, and the cppositean now comes from you and 35 States that 
do not grow tobacco ! 

Now do you think that, before we have a tobacco program, we 
should sit back and wait until we convince the people from Boston 
and Chicago and 35 States not in the tobacco-growing area that we 
need legislation ? ; 

Mr. Lynn. I would like to submit for the record if I may, sir, some 
telegrams from tobacco-producing States. 

Mr. Cootry. Just answer that question: Do you think we should 
be prevented from having a tobacco program until the committee can 
find the time and money to go into the 35 States you mentioned, and 
convince the voting delegates of the farm bureaus that we have a 
meritorious program ? 

Mr. Lynn. No, sir. That is not what this statement says, and we 
are not trying to do that. 

Mr. Cootey. Then, do you not think it rather strange that all of 
the Farm Bureau people in all of the tobacco-growing areas are 
unanimous in support of this legislation and they came here from all 
of these areas to meet their national organization but instead of 
receiving assistance they are confronted with opposition to their sin- 
cere support of this bill ? 

Mr. Lynn. Mr. Cooley, I would like, with your permission and the 
permission of the subcommittee chairman, to put into the record at 
this point copies of letters and telegrams that I have copies of here, 
that were addressed to you, for the record, from some 10 Farm 
Bureau 

Mr. Cootry. Addressed to me? 

Mr. Lynn. Yes,sir. They sent me copies. 

Mr. Cootry. What is the date of that ? 

Mr. Lynn. The 23d of March. 

Mr. Aspirr. Mr. Lynn, just a minute. That letter was handed to 
me by the committee clerk this morning when we started. We can 
put it in at the end of your testimony. It was dated March 23 and 
received in the committee here on the 24th. 

Mr. Lynn. Would it be all right if I put all of these communications 
in the record together ¢ 

Mr. Ansirr. Yes, with no objection. 

Mr. Jenninos. I would like to hear from him and to know what is 
going in the record. 

Mr. Lynn. I would be happy to read them. 

From Tom Hitch, president of the Tennessee Farm Bureau. He is 
a member of the American Farm Bureau Board and has helped de- 
velop the policy that we are presenting. 

In my opinion permanent legislation for tobacto, along the lines indicated in 
the present bill, would be a very serious mistake this year. The going-back 
to the old parity formula, as provided for in this bill, would be an effort to 
pick up something which has already been discredited and therefore, to bring 
up a bill of this kind to the floor might very easily be an amendment to pro- 
vide for most anything. There might be good reason for a freeze of tobacco 
prices for 1959 at the 1958 level. This would give all of us interested in to- 


bacco legislation the remainder of this year an opportunity for full discussion 
of permanent legislation for the early part of the session of 1960. 
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I feel that with this much time for discussion of permanent legislation that 
a program acceptable to all segments can be worked out and that legislation 
early in the session will be possible. Until wider agreement than now 
vails, I am very much opposed to any permanent legislation being brought to 
the floor this year other than the temporary freeze. 

Mr. Coorzy. Mr. Lynn, it appears Mr. Hitch is presenting his own 
views. He says, “I am very much opposed.” 

He does not attempt to speak for the farm bureau of Tennessee, 

Mr. Lynn. He signs it—— 

Mr. Cootry. He begins by saying “In my opinion.” 

He ends up by saying “I am very much opposed.” 

That clearly indicates to me this is his own opinion. Does he grow 
tobacco ? 

Mr. Lynn. Yes, sir. 

Mr. Cooter. All right. 

Mr. Lynn. Well, now, Mr. Chairman, he is not a tremendously big 
tobacco grower, but he is a burley grower. 

He signs that as president of the Tennessee Farm Bureau. 

Mr. Cootzy. I know that. He does not, however, present it as you 
have. I cannot believe he is speaking for his organization, but I do 
believe he is speaking as an individual. 

Mr. Lynn. He is speaking for the Tennessee Farm Bureau, I am 
sure. This letter is to you, you can write back and ask him if you 
desire. I just have a copy of the letter. 

Mr. Cootry. Why would he be sending you a copy of personal mail 
addressed to me? 

Mr. Lynn. Well, this is not a personal letter to you. We must 
know what is going on. 

Mr. Cooter. Do you mean to tell me that the State farm bureau 
organizations have to send you a copy of their correspondence with 
Congressmen ? 

Mr. Lynn. It isnot personal. It is very public. 

Mr. Cooter. It is so personal I have not seen it yet. 

Mr. Lynn. Well, we are very sorry. 

Mr. Coorzy. Well, I mean in all sincerity, the man does not 
even 

Mr. Lynn. I assure you Tom Hitch is a very fine fellow. 

Mr. Cootzy. I am sure he must be a very fine fellow. 

Mr. Lynn. He is respected in Tennessee and throughout the whole 
tobacco area as being a very-—— 

Mr. Cooter. The farm bureau has a lot of nice people in it. No 
doubt this man is a very respectable and admirable person, but he 
speaks for himself only. 

Mr. Lynn. Well, let the record show the letter, and let the letter 
speak for itself, Mr. Cooley. 

Mr. Cooter. Do you have any more? 

Mr. Lynn. I have lots more. Do you want to hear them all read! 

Mr. Cootry. Yes. 

(The attachments to Mr. Lynn’s statement and original telegram 
read into the record are as follows:) 
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LAKE City, 8.C., March 24, 1959. 
Hon. J. L. MCMILLAN, 
House Office Building, Washington, D.C.: 


Re letter House of Representatives bill (Jennings), I and association approve 
of this proposed legislation. We would not approve of any additional features 
which might involve other changes, price-support matter, or any acreage pound- 
age inclusions or considerations. Thanks your letter. Appreciate your interest 
and concern for tobacco growers. Frank Brown attending hearing. Thanks. 

egards. 
wn SoutH CAROLINA TOBACCO WAREHOUSE 

ASSOCIATION, INC., 
MArRIon S. Fow er, Secretary. 


ATTACHMENT A 


The overwhelming evidence of the market itself clearly shows domestic manu- 
facturers are bidding up the cheaper grades of tobacco. Regardless of the causes 
of this development, the fact remains the cheaper grades are being substituted 
for the more expensive. 

For example, the tables below show the 22 grades of Flue-cured tobacco with 
the lowest support prices brought an average of 135 percent of support in the 
1958 marketing season, while the 52 grades with the highest support prices 
brought only 105 percent of support. The shift to lower-priced grades has been 
even more dramatic in burley. In the 1958 marketing season the 16 grades of 
burley with the lowest support prices brought an average of more than 200 
percent of support, while the 21 grades with the highest support prices brought 
an average of only about 105 percent of support. 

This bidding up of the cheaper tobaccos above the support level results in an 
average market price considerably above parity, which creates a deceptive 
impression that burley and Flue-cured tobacco are in a healthy position. 


Summary comparison of 1958 support prices and season average prices per 100 
pounds of Flue-cured tobacco (types 11-13) 
[Unweighted data] 








| Percent 
| Number of} Average Average market 
Grades with support prices of— grades support market price is of 
price price eet 
| ais: 
pee OF CRO? DOUG... <5 asks dccndecnecsheneeemses | 52 | $67. 19 $70. 69 105. 2 
See We C0 OOF DOWIE, ..... .nodascccssdccsdenpeecadion 38 53. 61 61.05 113. 9 
35 to 50 cents per pound Juctiesbaarcy pebehcecean 33 43.15 51. 88 120. 2 
22 28. 00 37. 91 135. 4 
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Summary comparison of 1958 support prices and season average bids per 100 
pounds of burley tobacco 


(Unweighted data] 











Percent 

Grades with support prices of— Number Average Average market 

support market was of 

support 
SE in an csimiesséacdeacacccseectedeeeodaiad 21 $66. 71 $69. 71 104. 5 
Riis biankiiiiendaesstosccensacacauthmiinnedteh 20 55.15 66. 55 120.7 
iii Aiiellinerniin se denies pone=aighaienaebul 32 41.97 63. 12 150. 4 
I eres mic pceads's asin anchor anise iedsn oA aRCe a 16 28.31 57.12 201.8 
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ATTACHMENT 1 J 
1958 support prices and season average prices per pound of Flue-cured tobacco 
(types 11-13), by grades 
| Season | Season 
average | average 
Support | Season | price as a || Support | Season | priceasa 
Grade price average | percent- | Grade price average | percent- 
price | ageof || price age of 
| support | support - 
price | price | 
a |- — a 
Cents per | Cents per | | | Cents per | Cents per | 
Wrappers: pound | pound | Percent || Leaf—Continued pound pound | Percent | 
eo 82 | 87 | 106. 1 MRT. counts 29 34 117.2 
re 2 3 ccs 75) () Be | SES 44 45 102.3 
i 78 | 84 107.7 RE = 38 41 | 107.9 
AW 5 .-32 70 (!) Se ia BNI Bonet ok 30 33 110.0 
Leaf: || Smoking leaf: 
acted 7 77 | 110.0 Tei itntingenttn 74 (1) —— j 
ae 70 76 WAC : HIP. 23. 74 (1) a ee 
Ne breniie cn oni 59 () idee al H2L Leaaiode j 73 75 102.7 
BE A | 67 | 74 | 110. 4 H2F se 73 73 100.0 
a 68 | 72 | 105. 9 H3L aaaae 72 73 101.4 
gh RE 68 | 73 107.4 H3F : | 72 | 72 | 100.0 
aan 55 67 090: 8 th. PBR ok 66 68 103.0 
I ee ie ak 65 70 | 107.7 OO a a atin 70 71 101.4 i 
eee 66 | 69 104. 5 Re eee 70 70 100.0 
Rice conkete 58 64 110.3 ecco oe 61 63 103.3 
BOI 6k 61 66 108. 2 RS sn Gabba 55 64 116.4 
lak a ais 66 70 106. 1 RO « tenideen shale anc 65 68 104.6 
si lad 62 66 106. 5 © ixleonlabs Sh Spinel 65 68 | 104.6 
_ ,_ eee 61 65 106. 6 mem. .2.. 53 59 111.3 
RE ERT 50 59 118.0 H5K.... ; 49 62 126.5 
nas. 46 53 | 115. 2 Nai a cease shee 57 66 115.8 
Fae Dae Pat Ar DS Be aod ten od 57 | 64 112.3 =} 
REE sees 56 59 | 105. 4 Be al 45 | 50 111.1 
_ ) aa 60 | 62 103. 3 BOR. uss i 42 55 131.0 
EES 61 66 108. 2 Cutters: ? 
i stouencsat 54 | 62 114.8 CIL... ‘ | 76 S4 110.5 
Snes. 8. 56 | 62 | 110.7 Sle. cence 76 © * tas % 
ie diner deat | 61 66 108. 2 C2L... ‘ 74 81 109.5 
NT «toon ce 57 | 60 | 105. 3 eri casce sees 74 79 106.8 
nel cated 56 | 61 | 108. 9 C3L... | 73 75 102.7 
B4R___-- ‘ 42 50 | =: oe 73 76 104.1 
SE ditinmmaece 38 51 134. 2 C4L 72 72 100.0 
ss Seabee 34 | 46 | 135.3 C4LL-. oa 60 64 106.7 
ties cies ined 48 59 122. 9 eet = a 65 | 67 103. 1 
I ese otuaiin 47 54 114.9 EE asm 72 72 100.0 
1 es: 44 48 109.1 || C4FV 65 68 | 104.6 
DE cocae octet 51 | 53 108.9}; C4KF....... 60 67 111.7 
eed et 44 | 57 eet | GNEs. 2... none noes 69 70 101.4 
ee Se 55 58 105. 5 aides scs. 56 63 112.5 
"| 2s ee 50 53 106. 0 C5LV | 60 66 110.0 | 
DB ois ac nicogiine init | 43 46 107. 0 irate 69 70 101.4 
Se cing Rinses 55 62 | 112.7 ||} C5FV 60 66 110.0 
CR iad Stee 48 52 108.3 |} C5KF-_..-- 56 66 117.9 
| oe 50 58 | 116.0 C5KR 56 62 110.7 
DE oer oc 55 61} 110.9|| ©5M 55 | 64 116.4 
OI. i sé0cscs~ 52 | 54 | 103.8 || Lugs 
a 50 56 132:04) | (eAb.-........-.: 72 71 98.6 
De crcneet 36 43 119. 4 ace Se 72 a eee 
WY 5 ckadickcis 32 42 | S37 220..... 5 71 71 100.0 
ces en ttinteince 29 42 144.8 | ita dais etait | 71 71 100.0 
WOME siudecccecc 54 59 109. 3 PNB R  cemncenisitt 69 70 101.4 
OE 6 comaaceus 42 54 198:0 11 -8LL--.<.-.--<. 55 63 | 14.5 | 
I is Slt it casio 41 50 122.0 | EN ated ici 60 66 110.0 
SE csdeineee 38 40 Ve —_———ee 69 70 101.4 
le 44 47 mani merv......_.- 60 66 110.0 
I icinnd tastes 38 48 | as -ceet.....-... 52 65 125.0 
i 51 | 53 I i 53 55 103.8 
BOGE. =..:.::-- 45 48 SOR Th © Bits casessccece 62 68 109.7 
Bam...3.5-:..- 34 | 38 Th > | io * 50 61 122.0 
in ocalacesees 48 | 54 SS SS — — 51 | 63 123.5 
ESE 48 | 53 110. 4 X4F reece 62 | 67 108. 1 
esto a 45 | 47 104. 4 ccs tcccuccel 51 62 121.6 
WN acs. cee 30 | 36 120. 0 X4KP..-.: a 50 63 126.0 
OR isso 24 | 31 TE SD csicarneiosnel 40 50 125.0 
ie... ails 33 44 ms SAR... .... 51 | 58 113.7 
Pc snicacicans 32 | 42 131.2 BAMnickak 46 | 60 | 130.4 


See footnote at end of table. 
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1958 support prices and season average prices per pound of Flue-cured tobacco 
(types 11-13), by grades—Continued 
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Price and parity data for Flue-cured tobacco 
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| Prices 
Parity paid 
| price | index 
| (Febru- (1934-38 
ary)? = 100) 
| | (Febru- 
| ary) 
| $0. 491 206 
| 486 | 202 
| 548 225 | 
. 561 | 234 
. 529 | 227 
523 | 229 
528 231 
523 227 
550 240 | 
585 241 
615 246 


Parity 
price 
(22.9 cents 
Xindex of 


price paid) 


(Febru- 
ary) 


——— 


$0. 472 
515 
- 536 
. 520 
. 524 
. 529 
. 520 
- 550 
. 552 
. 563 





xes, these prices may differ from previously 
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ATTACHMENT 2 


1958 support prices and season average auction bids per 100 pounds of Burley 
tobacco, by grade 




















a claaiecrinaciecitlicaioneniagied 
Season Season 
Season average | Season | average 
Grade Support | average | as a per- | Grade | Support | average | as a per- 
price bids centage || | price bids | centage 
of support || of support 
price | price 
eee ay | 
Average, all Tips—Continued 
gradeS...--------| $55.40 $66. 02 119.2 |) TS5GF.....- | $28.00 $57. 00 203. 6 
————S] | || TE sono ou oe 23. 00 55. 00 239. 1 
Leaf || Lugs: 
ee. oe 67.00 70. 00 104.5 || CIF.....-.- eMal 71. 00 72. 00 101. 4 
(co eae 59.00 69. 00 116.9'}) OF .15.02..-<-..] 70. 00 71. 00 101.4 
B2F.. 65. 00 70. 00 | A¢ > as 70. 00 71.00 101.4 
B2FR... 57.00 69. 00 Ts Go dieese. | 69.00 70. 00 101.4 
B2R. 48.00 | 68. 00 144.94) CePWen....:... | 65. 00 69. 00 106. 2 
B3F.__... 61.00 | 69.00 | 113.1 || O3FK...-.- scope. 68. 00 115.3 
Berv..... 58.00 | 66.00 1S jl Se watencsvas-] Se 69. 00 111.3 
B3FK..- 55.00 | 65. 00 118.1 i] Sths a teins oa 69. 00 70. 00 101.4 
B3FR.-- 52.00 68. 00 190.8 ||) Cae sé-.-----.- | 68.00 70. 00 102. 9 
B3R.--- 45.00 | 67.00 | 13.9 |i Gery......... | 62.00 68. 00 109.7 
ae | 39.00] 65.00 | OE Th Scanner traset | 57.00 66. 00 115.8 
B3M....- | 48.00} 68.00 Mi7 di «6 OGRLAL.........) > Sa 68. 00 115.3 
B3GF......-----| 43.00] 60.00 W644 OME <5.--<.-.4- | 55.00 67. 00 121.8 
B4F...-- : 59.00 | 68.00 GO Cin kncvhecten, | 42.00 64. 00 152. 4 
B4FV...- 52.00 | 65.00 125.0 || C5L....-...-....| 65.00] 69.00 106. 2 
B4FK_.- 50. 00 64. 00 EY ae: ee a eee 64. 00 68. 00 106. 2 
B4FR... | 50.00 67.00 | SO.” Mei betas 53. 00 65. 00 122. 6 
B4R 41.00 66. 00 166 Bh .. OEM. «2s ocas-s 49. 00 65. 00 132. 7 
B4RV... 36. 00 62. 00 SC, Geet eenaten es | 35.00} 61.00 174.3 
a | 33.00 59. 00 178.8 || Flyings: 
B4M...-.- : 44. 00 66.00 | TORT | RE cowasck dnt | 71. 00 71. 00 100. 0 
B4GF_.. : 40.00 | 61.00 152.5 || X2F-- ee 71. 00 101. 4 
B4GR. ..| 30.00 59.00 | O06. 8 We. diiekcse cc) 71. 00 101. 4 
B5F_. 54.00 | 66.00 | 198.34) ° XSPixe.-......-] CO 70. 00 101. 4 
B5FR...........| 45.00] 65.00 144.4 || X4L-- -| Ge 69. 00 103.0 
B5R....- 38.00 | 63.00 | ey ae ee ee 66. 00 69. 00 104. 5 
BAD. ....-.4 : 28.00 59. 00 210.7 Miah S ints si | 57.00 65. 00 114.0 
Ms. aceddbaies 36. 00 61.00 169. 4 I A irhlacex titan 52. 00 66. 00 126. 9 
B5GF-_..-- es 35. 00 59. 00 168.6 tsi Rectere onl 41.00 61. 00 148.8 
|. 27.00 | 57.00 ee ee | OES 60. 00 | 67. 00 111.7 
Tips: 1D AR senesced } 59.00} — 66.00 111.9 
Os <4 ] 52. 00 67. 00 | I9R, Gf). | -Bebeca-cenn ween | 48.00 60. 00 125.0 
T3FR..-- |} 48.00 | 66.00 | a P e  e e | 42.00 63. 00 150. 0 
Pes... | 38.00 65. 00 | 171.1 Beers dsc cieiead ie 33. 00 58. 00 175.8 
T4F_...- | 47.00} 65.00 138.3 || Mixed group 
Try ..... | 41.00} 63.00 153.7 eS 54. 00 66. 00 122. 2 
T4FR.. | 43.00} 65.00 151, 2 NN Gi cndidicnc ti 49. 00 65. 00 132.7 
T4R. | 35.00] 63.00 180. 0 MS 33 acca cope 38. 00 61. 00 160. 5 
TARYV......<2:... FO 61.00 203. 3 DE inv winens ed 46. 00 61. 00 132. 6 
., SPAR ee | 29.00 59. 00 203. 4 pe ae 33. 00 56. 00 169. 7 
BT bectenhas | 33.00 60. 00 181.8 || Nondescript: 
sc. ta-baw< | 26.00 57.00 219. 2 ese 46. 00 62. 00 134. 8 
Dian sanncQae | 43.00 61.00 141.9 eae 37. 00 57. 00 154.1 
Ton h...-. ----| 37.00] 61.00 164.9 BENET Bhisinningeeasx 23. 00 52. 00 226. 1 
ED ke wusosb rail | 30. 00 59. 00 196.7 Pepa cwctddacens 21. 00 50. 00 238. 1 
IS, ocaducince 26. 00 56. 00 215.4 
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Base prices for burley tobacco parity 
Cents 


Annual averages 
adjusted to —> 
1910-1 


wo trend of data on 
New base (Ten-year aan which new base 
averages adjust- ..--""" prices will be 


determined in 
future years* 


base converted 
to 1910-14 - 17.9 cents ## 


Ten-year average shown opposite year in 
which it would have been or is to be used. 





“919 ‘fe - 7 ng 


* Based on data for a declining number of years as follows: 9 years 
for 1960, 8 years for 1961, 7 years for 1962, etc. 
#* 1934-38 base price.of 22:2 cents divided by 1934-38 indéx ef prices paid. 


Price and parity data for Burley tobacco 








Modernized parity formula Old parity formula 
Average Preceding |Parity base 
Year price re- 10-year (10-year Prices paid | Parity price 
ceived for | average of average Parity Parity price index (22.2 cents X 
burley | all farm farm price index (February)?) (1934-38=100)} index of 
tobacco for| prices ! converted |(February) (February) | prices paid) 
preceding to 1910-14) (February) 
10 years 
eS 
cic caemniig $0. 368 187 $0. 197 253 $0. 498 206 $0. 457 
I iciisinsctiaia . 396 203 . 195 249 . 486 202 . 448 
I aa allicd . 428 219 . 195 277 . 540 225 . 500 
Bl. . wcodkn . 450 236 .191 289 . 552 234 . 519 
i tec ctegs . 459 249 . 184 280 . 515 227 | . 504 
PD bc asin miigs . 466 256 . 182 278 . 506 229 | . 508 
Rea tieetecoires . 472 260 . 182 278 . 506 231 . 518 
PR nadudncnes . 491 263 . 187 274 . 512 227 . 504 
SEE cin oiettihianne . 515 262 . 197 285 . 61 240 . 533 
Rie sedinocs . 526 258 . 204 201 . 504 241 . 535 
sah eomece . 546 256 . 213 297 . 636 246 . 46 











1 Based on 10-year unadjusted averages, except for 1959. 
2 Due to recent revisions of the parity and prices received indexes, these prices may differ from previously 
published parity prices. 





ATTACHMENT 3 
FoREIGN COMPETITION 


Foreign countries continue to increase their output of Flue-cured tobacco. 
During the calendar year 1958, foreign countries produced an estimated 1,800 
million pounds as compared with 1,737 million in 1957, 1,648 million in 1956, 
and a pre-World War II average of less than 500 million. Production was up 
substantially in Brazil and the Philippines. It was up slightly compared with 
a year earlier in Rhodesia, Canada, and Communist China. Output was lower 
in Japan, India, and Argentina. 
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Preliminary reports indicate that the 1959 production in Canada and Rhodesia 
will be up substantially from the 1958 level. 

The amount of foreign-grown Flue-cured leaf entering world trade also con- 
tinues to trend upward. Although exports by foreign countries during the 
ealendar year 1958 were lower than the record level of 1956, they were substan- 
tially higher than during any period prior to 1955. 

The following table indicates the amount of Flue-cured leaf that has been 
exported by the major foreign Flue-cured producing countries in recent years. 


Estimated Flue-cured exports by major exporting countries, by calendar years, 
1947-51 average, and 1952-58 


{In million pounds, export weight] 








Country 1947-51} 1952 1953 1954 1955 1956 1957 1958 

Ra iii tin cemcnnnadumwiniie 20 37 27 31 46 29 36 28 
Rhodesias and Nyasaland. ........-- 72 98 90 108 106 139 114 117 
TE fa ccuknctuknesucesseecqs shadow 40 50 50 60 83 84 

Communist China !................. d Bibecenkd 20 50 100 100 100 100 
NS ants senseninatcn~pargqunin ll 22 24 23 23 40 30 35 
EL a atic crn gaktnuennn Sine 144 207 211 272 358 392 346 370 
Total United States. ...............- 388 319 444 375 456 420 418 399 
TR iiknn dtc entcbcdsmnnsccng 532 526 655 647 814 812 764 769 
Percent United States.............-- 73 61 68 58 56 52 55 52 





1 No reliable information is available fom Communist China or other Communist-controlled areas. 
These estimates are based on the best information available. 


Source: Annual Report of Tobacco Associates, Inc., Mar. 3, 1959. 





ATTACHMENT 4 
How FarM BUREAU POLICIES ARE MADE 


“Farm bureau is a free, independent, nongovernmental, voluntary organiza- 
tion of farm and ranch families united for the purpose of analyzing their prob- 
lems and formulating action to achieve educational improvement, economic op- 
portunity, and social advancement, thereby promoting the national welfare. 
Farm bureau is local, national, and international in its scope and influence, and 
is nonpartisan, nonsectarian, and nonsecret in character.” 

In most States a working understanding has been developed with the county 
farm bureaus that State resolutions with regard to State issues become farm 
bureau policies with regard to State issues in that State. Consequently, all 
county farm bureaus support such policies until they are changed by the voting 
delegates of the member county farm bureaus. This is good organization. 

Farm bureau members recognize the merit in operating on a similar basis with 
regard to national issues. At the respective State farm bureau annual meetings, 
voting delegates of the member county farm bureaus, chosen by the farm bureau 
members of each county, make recommendations with regard to what farm bureau 
policies should be on many national issues. These recommendations are in the 
form of resolutions. Please note that they are recommendations, not policies. 
If they were policies, there would be little reason to hold an annual national 
meeting as there would be little need to hold a State meeting in a State where 
county farm bureau recommendations with respect to State issues were consid- 
ered to be county policies. 

At the annual national meeting farm bureau presidents from 48 States, Puerto 
Rico, Hawaii; the chairman, vice chairman, and the regional members of the 
American Farm Bureau Women’s Committee; and the chairman of the Farm 
Bureau Young People’s Committee make up the AFBF Resolutions Committee. 
With the elected president of every member State organization on the committee, 
farm bureau members in every State are assured that their recommendations, 
in the form of State resolutions, regarding national issues will be given con- 
sideration. The resolutions committee seeks to develop the best possible set of 
proposed policies. It makes its report to the convention, and at that time the 
official voting delegates of the member State organizations discuss, revise, and 
adopt a set of resolutions. 

Through the representative process they in fact negotiate a series of agree- 
ments. These agreements stated in policy resolution form are, in fact, farm 
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bureau policies with regard to national issues. They are American Farm Bureay 
policies to be sure. But more importantly, these agreements likewise constitute 
State farm bureau policies with regard to national issues. After all, who de- 
termines the resolution? The answer is the official voting delegates of the 
member State farm bureaus elected for this purpose. 

From time to time one or more State farm bureaus decide they cannot support 
the decision arrived at by the majority of the voting delegates or of the board. 
In such instances they notify the American Farm Bureau of their decision not to 
support the majority action. 


TENNESSEE FARM BUREAU FEDERATION, 
Columbia, Tenn., March 23, 1959. 
Hon. Harorp D. Coo.ey, 
Chairman, House Agriculture Committee, 
House of Representatives, Washington, D.C. 

DEAR CONGRESSMAN CooLey: Since writing you a hurried letter on March 19, 
which I did not have an opportunity to check again, I find a mistake at the 
end of the first paragraph which should read 1960 instead of 1959. For this 
reason I would like to correct this and give you another statement and ask 
that you insert it into the record as a part of the hearing to be held this week, 

Yours truly, 
Tom J. H1rcu, President. 


TENNESSEE FARM BUREAU FEDERATION, 
Columbia, Tenn., March 23, 1959. 
Hon. Harotp D. CooLey, 
Chairman, House Agriculture Committee, 
House of Representatives, Washington, D.C. 

DEAR CONGRESSMAN COOLEY: In my opinion permanent legislation for tobacco, 
along the lines indicated in the present bill, would be a very serious mistake 
this year. The going back to the old parity formula, as provided for in this 
bill, would be an effort to pick up something which has already been discredited 
and therefore, to bring up a bill of this kind to the floor might very easily be 
an amendment to provide for most anything. There might be good reason 
for a freeze of tobacco prices for 1959 at the 1958 level. This would give all of 
us interested in tobacco legislation the remainder of this year an opportunity 
for full discussion of permanent legislation for the early part of the session 
of 1960. I feel that with this much time for discussion of permanent legislation 
that a program acceptable to all segments can be worked out and that legislation 
early in the session will be possible. Until wider agreement than now prevails, 
I am very much opposed to any permanent legislation being brough to the floor 
this year other than the temporary freeze. 

Yours very truly, 
Tom J. Hitcn, President. 


Mr. Lynn. This is from the West Virginia Bureau. 

They are very much a part of the burley tobacco production. 

Mr. Jenninos. What is the date of this letter? 

Mr. Lynn. This letter is March 19, 1959. 

This letter is also addressed to Mr. Cooley 

Did you get this one, sir? 

Mr. Cootry. I probably did. I receive many letters. 

I will check my files later. Go ahead. 

Mr. Lynn. This letter is in regard to the proposal for changing 
the tobacco programs which are now under consideration by your com- 
mittee. The West Virginia Farm Bureau wishes to clearly state and 
confirm that it supports the policies adopted by the member State 
voting delegates at the annual meeting of the American Farm Bureau 
Federation in December 1958 and the recent action of the Board of 
Directors of the American Farm Bureau Federation in adopting 
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a motion requesting that we freeze the price of tobacco at the 1958 
level and oppose returning to the use of the old parity concept in 
determining the level of price support for tobacco. 

The West Virginia Farm Bureau is supporting the policy resolu- 
tions of the American Farm Bureau Federation and the actions of its 
board of directors with respect to the tobacco program. We shall 
sincerely appreciate your consideration regarding our position on 
this matter. 

Mr. Jenninos. Mr. Chairman, may I ask a question there? 

He says that he is supporting the policy of the American Farm 
Bureau. When was that policy gotten together? Are you talkin 
about the policy of this little green book or the policy that 1s sapeuae 
here ? é 

Mr. Lynn. As far as as their standing, there is no difference. He 
is talking about two things, I think, in this letter. 

He is talking about the policy in our official resolution booklet as 
adopted by the official elected voting delegates at Boston and also the 
interpretation of this policy that was made by the American Farm 
Bureau Board of Directors at its January and March meetings, Mr. 
Jennings. 

Mr. Jennines. Mr. Lynn, why do you suppose he made the inter- 
pretation right at this time? 

Mr. Lynn. This is the time that it became a real issue, I think. 

Mr. Jenninas. Did you ask him for these interpretations or did 
you or any member of your organization tell him that this legislation 
was being considered and this statement that you have made here 
today was going to be your official position, and you would like to 
have his recommendation ? 

Mr. Lynn. We keep our State farm bureaus informed about legis- 
lation that affects them. 

Mr. Jennines. Do they keep you informed? 

Mr. Lynn. Pretty good. 

You see, what they did on this one 

Mr. Jenninas. Yes, sir, and I saw what they did in the witness’ 
testimony. 

Mr. Lynn. I understand, Mr. Jennings, and I want again to try to 
avoid washing the Farm Bureau’s dirty linen before this committee 
because we should go back to the hotel and do that if it is going to be 
done, not before this committee. 

Mr. Cootry. Mr. Jennings is asking you whether or not you 
solicited these communications addressed to me? 

Mr. Lynn. We gave the same telephone call to West Virginia as 
we did to Mr. Agnew, to Mr. St. Clair, to Mr. Moore of Virginia and 
all other States affected. We talked to every one of these gentlemen 
about this matter. 

Mr. Cootry. Goahead. Where else did they come from? 

Mr. Jennines. What did you ask when you talked to them on the 
phone? Do you have a record of the conversation ? 

Mr. Lynn. No; we don’t have a record of it. 

This is from the Wisconsin Farm Bureau, Madison. 

They grow cigar binder tobacco, which is covered by H.R. 5058. 


The Wisconsin Farm Bureau is heartily in accord with the American Farm 
Bureau policy on tobacco price supports and program. Our differences in to- 
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bacco were ironed out in our convention, and this is our policy through thick 
and thin. 

This is signed, “Percy Hardiman, president of the Wisconsin Farm 
Bureau Federation.” 

Here is one from Doug Stanfield, of Ohio. They have taken part 
in the tobacco conferences : 

We recognize the need to stabilize price supports for tobacco in order to 
find a better approach to the tobacco problem for 1960 and succeeding years, 
We support the freezing of tobacco price supports at the 1958 level for 1959. 
This approach gives our members in tobacco areas the opportunity of finding a 
better solution to the tobacco price problem without being penalized during 
1959. 

Mr. Jenninos. Mr. Chairman, may I interrupt here just a minute, 
and I direct this question not necessarily to Mr. Lynn but to 
any other member of the organizational group that has testified: Are 
any of these people, are any of their organizations, members of the 
groups that testified prior to the testimony of Mr. Lynn, and have 
they participated in any of the background discussions regarding the 
introduction of this legislation ? 

Mr. Royster. Mr. Jennings, they are not. The West Virginia 
Farm Bureau was invited to the second conference. I certainly do 
not want to imply that even a small amount is not significant but, 
as the Congressman well knows, West Virginia is hardly a factor 
in the production of burley tobacco and the same thing would apply 
to the other States that Mr. Lynn has referred to. 

Representatives from those States were not present at the industry 
conferences. 

Neither were they present at a conference held in Washington on 
August 25 and 26, 1958, under the auspices of the American Farm 
Bureau Federation, at which this matter was first born, if I may use 
that expression. 

Mr. JENNINGS. Well, were they present at any time that presenta- 
tions were made by the committee to the Department of Agriculture? 
Did they participate in any of those ? 

Mr. Royster. No, sir; they did not. 

Mr. JENNINGS. But they were invited and they did not choose to 
come and participate in these discussions ? 

Mr. Royster. In the case of West Virginia; yes. 

Mr. Jenninos. Thank you. 

Mr. Lynn. Mr. Chairman, I would just like to add, as I recall the 
logistics of this thing, your first meeting was the 19th of November. 
Mr. Royster. Mr. Lynn, the correct logistics are, the first meetin 

was under the auspices of American Farm Bureau at the Willa 

Hotel, August 25 and 26, 1958, at which this idea was first discussed. 
The November meeting came subsequent to the tentative approval 
given at the American Farm Bureau meeting on August 25 and 26. 

Mr. Lynn. Excuse me if this is improper, but this is not a fact. 

Mr. Cootry. That is all right, proceed. 

Mr. Lynn. Who put forth the proposal at the American Farm Bu- 
reau meeting for this idea of old parity ? 

Mr. Royster. The proposal came from a caucus of the representa- 
tives from the Flue-cured States. After the meeting had had a gen- 
eral session, the group separated into a caucus of the Flue-cured 
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growers and the burley growers. This idea germinated in and came 
out of the caucus of the Flue-cured growers, completely subscribed 
to by every individual present. 

Mr. Lynn. This idea, Mr. Chairman, as I recall—and I didn’t 
sit through all of these 2 days of meetings—was put forward by the 
director of the tobacco branch of the USDA, Mr. Joe Williams, if I 
recall correctly. That was the first presentation. 

Mr. Royster. I don’t want to get into a debate, but I think 

Mr. Lynn. I have a great deal of respect for our friend, Mr. Roy- 
ster. 

Mr. Royster. I do for you, Mr. Lynn, but it was not proposed by 
Mr. Joe Williams. Joe Williams had ideas of a different kind. 

Mr. Lynn. It was proposed to the American’ Farm Bureau Fed- 
eration by Mr. Williams. 

Mr. Royster. Well, I can’t say that. 

Mr. Lynn. I have a telegram from Mr. E. H. Finlayson, president 
of the——— 

Mr. Marruews. Mr. Chairman, may I ask Mr. Lynn to let me read 
that ? 

Mr. Appirr. He has that. 

Mr. Marruews. Well, I would like to read it myself, if he will 
give me the privilege. 

Mr. Lynn. I will be very happy to let Mr. Matthews read it. 

Mr. Matruews. I have a copy right here and I want to submit it 
intherecord. That is the reason I am asking this privilege. 





Feeling that Jennings tobacco bill has little chance of passage, and realizing 
the urgent need of halting the rise in the support price of Flue-cured and burley 
tobacco as quickly as possible, I suggest that it be shelved in favor of a bill 
freezing the price of these tobaccos at the 1958 level for 1959 and 1960. This 
would give time to get the opponents and proponents of this bill together on an 
agreeable solution to this vexing problem. I do not believe that the opponents 
of the Jennings bill will object to this temporary solution. 

Signed by my dear friend, Mr. E. H. Finlayson, the president of 
Florida Farm Bureau. 

Now, Mr. Chairman, I would like to emphasize that this is Mr. Fin- 
layson’s opinion, and I should like to point out for the record that 
Iam in somewhat of a quandry, because it did not represent the opin- 
ion of the growers from my district that expressed a different opinion 
when we had our meeting heretofore. 

So I come to the conclusion that as always I vote my conscience 
and am delighted to present this information for the record. 

I would like to ask this: I wonder if Mr. Lynn could give me any 
idea where he got the idea that the tobacco bill has little chance of 
passage. 

I know the Farm Bureau is a wonderful organization. In my dis- 
trict it is a democratic organization. There, people meet together and 

ass resolutions. I wonder how they got the information that this 

ill had little chance of being passed? Could you help me on it, 
Mr. Lynn? 

Mr. Lynn. Yes, I would be glad to. I got my information pri- 
marily from the hearing in this room when Mr. Cooley indicated he 
didn’t want any legislation. This was very encouraging to us to see 
that Mr. Cooley was really concerned about this matter. 
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Then Mr. Cooley, on the 11th of March in a United Press state- 
ment, said : 


Cooley said a final decision on handling the freeze would probably be made 
after tobacco industry leaders confer in Chicago later this week— 


incidentally, this was our meeting— 


with officials of the American Farm Bureau. The industry group that was 
sponsoring the freeze * * * would not try to have its needs in the House inter. 
fere with special handling of the Jennings bill. 

And Mr. Cooley indicated further that he thought it would require 
unanimous consent in order to bring it up on the floor. 

Mr. Cooter. Let me state for the record the position I have taken in 
the past and I still take the same position. 

I hope that any bill affecting the tobacco program will go through 
the House on the Consent Calendar as has been done during the last 
10 or 12 years. 

We have had only one minor controversy on the floor of the House 
on tobacco legislation in the past 10 or 12 years. 

I truly believe that now, but for your opposition, the opposition of 
the American Farm Bureau Federation, this bill would be reported 
unanimously and would pass on the Consent Calendar of the House. 

I recognize the fact that the largest farm organization in America 
certainly should be able to influence the decision of at least one Mem- 
ber of the 435 Members of Congress and I, therefore, do not believe 
we can possibly get the bill through on the Consent Calendar. 

I further said, and I repeat, that I will not ask for a rule to bring 
this bill to the floor of the House at this session of Congress. 

So that leaves only one alternative, the suspension of the rules on 


the passage of this bill and that is what this committee will have to | 


decide. 

I do not want to take the time of this committee or this Congress 
to bring out a bill merely freezing the support levels of 1959 at the 
1958 level. There will be only about a penny a pound difference if I 
understand it correctly, but this bill we are considering has almost 
unanimous support. We have been talking about it for weeks and 
months and when we had it before the committee the last time, you 
Mr. Lynn, were sitting in the audience. I think Mr. Woolley was too. 
He thought maybe his farmers did not understand what the bill was 
about. He suggested the possibility of a referendum. I assured 
all of you that Mr. Abbitt would be glad to hold hearings. But, 
strange as it may seem, with all the publicity this meeting has had I 
do not recall seeing a single letter or communication from North Caro- 
lina in opposition to this bill and the ones I did receive were from 
Massachusetts ; one from Ohio, and one from Indiana. 

This is the position I have taken and take now. This committes 


must decide whether to try to bring the bill up under suspension of » 


the rules. It would be unfortunate for use to go to the floor of the 
House with a bill that is unanimously supported by the people of 
the tobacco growing areas only to meet with the formidable oppos- 
tion of the farm bureau organizations from nontobacco growing areas 
and the American Farm Bureau Federation. I had hoped all of you 


would reconcile your differences and support the bill which seems to 


be supported generally throughout the tobacco growing areas. 
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I understand, however, you cannot control the board of directors 
of the Farm Bureau, but certainly we can act, their views to the 
contrary notwithstanding. This committee will make that decision. 

Mr. Lynn. Mr. Cooley, it will be your decision if you decide that 
the American Farm Bureau is attempting to block legislation. We 
are not attempting to block legislation and it will have to be your 
decision if legislation is blocked. ; 

Mr. Coorry. I did not say you were trying to block it, but I did 
say you certainly should be able to get someone to object to it on a 
Consent Calendar. 

Mr. Lynn. Why do you think we would? 

Mr. Coorry. I hope you will not. 

Mr. Lynn. Why do you have to go to the Consent Calendar? This 
program we are offering is a good program. It is worth defending 
on the floor of the House and we would be happy to do it. 

Mr. Cootry. You will not have to defend it; that is the only reason 
you apparently do not want us to bring it up. 
~ Mr. Lynn. That is your opinion. 

Mr. Jenninos. Let me ask you the question. Will you or will you 
not? 

Mr. Lynn. We will defend this program right down the wire, 
and our resolutions as well. 

Mr. Jennines. We are not going to report that green book. We 
are going to consider this bill that is before the committee right now. 
Now, what will you do? 

Mr. Lynn. We have made our program very clear. We will sup- 
port a freeze for 1959. 

Mr. Cootey. Your own man—— 

Mr. Jenninos. Will you support H.R. 5058 on the floor, or will 
you not? 
~ Mr, Lynn. As written, no. Our statement has made that clear. 

Mr. Jenninos. I think that is a fair answer: You will not, period. 
Thank you. 

Mr. Lynn. Our statement has made clear our position. 

Mr. Assirr. Do you have some more? 

Mr. Lynn. Yes, sir; I have several more. Would you like to have 
them read ? 

Mr. Anpirr. Yes, to see how many similar ones you have. 

Mr. Founratn. Mr. Chairman, I am not a member of this com- 
mittee. I appreciate the courtesy of being heard. 

Mr. Assrrr. Glad to have you. 

Mr. Founrarn. May I ask a question? Maybe I misunderstand 
the position of the American Farm Bureau and the various State 
farm bureaus. Is the American Farm Bureau separate and distinct 
from the various State farm bureaus or is it composed of the State 
bureaus throughout America? 

Mr. Assirr. I would rather you address that question to Mr. Lynn. 

Mr. Lynn. Mr. Fountain, do you have a copy of our statement, sir? 

Mr. Fountarn. Yes, sir. 

Mr, Lynn. In attachment 4, we have attempted to write down in 
very brief form how our policies are made. 

I would be happy to read this. 

Mr. Founratn. I am not interested in having this read. I asked 
a simple question. 
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Mr. Lynn. We are a federation of State farm bureaus. Each State 
farm bureau has a working agreement with the American Farm Bu. 
reau Federation that it will support the policies as developed through 
this process described in attachment No. 4, including the policies and 
interpretations of these policies by the board of directors, and if the 
disagree with the policies so developed that they shall, within 30 days, 
give notice that they are disagreeing with such policies, notice in 
writing. 

And I have here, Mr. Fountain, a copy of a letter to Mr. Shuman, 
president, from our good friend, Mr. Mangum, president of the North 
Carolina Farm Bureau, disassociating himself from the position taken 
by the Farm Bureau board at the March meeting. This is a very 
legal and very fair procedure; it is the way we are set up to operate, 

Mr. Fountarn. I am not raising a question about that. I just 
wanted it clarified. In other words, there is no American Farm Bu- 
reau except through the membership of the State organization ? 

Mr. Lynn. That is right. We are a federation of State farm 
bureaus. We are completely dependent on the support of the 48 
State farm bureaus. 

Mr. Founrarn. That is what I thought, but I wanted to get it 
clarified. 

Mr. Assirr. Congressman Watts, do you want to ask a question? 

Mr. Watts. If the chairman will indulge me for a minute. 

Mr. Chairman, I noticed on page 5, down about the second or third 
or fourth paragraph, the following language: 

Farm Bureau members in the tobacco States have a serious responsibility for 
the development of a better approach. 

That is your position, is it not ? 

Mr. Lynn. Sure; I think they do. 

Mr. Warts. Now, in view of what has happened, where we have the 
Farm Bureau representatives from the major producing States, 
together with representatives of all of the other tobacco interests in 
those States developing a program only to find it defeated by the 
American Farm Bureau, where does that leave these State representa- 
tives? Does this mean that they have to develop a program that 
conforms to the thinking of somebody out West that doesn’t raise 
tobacco ? 

Mr. Lynn. Mr. Watts, I repeatedly said that I would lke to try to 
avoid washing our dirty linen before this committee. 

Mr. Cooter. What kind of dirty linen do you have? You keep 
talking about it. You have mentioned dirty linen two or three times. 

Mr. Lynn. I will answer Mr. Watts. 

There weren’t but two State farm bureaus that had recommenda- 
tions to the American Farm Bureau at our annual meeting that were 
passed on by their State voting delegates that recommended anything 
approaching the provisions of the Jennings bill. 

Routh Carolina and Virginia dealt specifically with the old parity 
formula, but only in the case of South Carolina did they recommend 
specifically that we go back to the old parity formula. 

Mr. Warts. Let me go back to another section of your statement. 

On page 4, in the third paragraph, I find this language: “Dele- 
gates”—I assume you are speaking about delegates to the Farm 
Bureau ? 
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Mr. Lynn. Yes. 

Mr. Warts (reading) : 

Delegates from the States most important in the production of Flue-cured and 
burley tobacco tried to obtain approval of a program along the lines of the legis- 
lation now before Congress. 

Is that your statement ? 

Mr. Lynn. That is right; that is true. 

Mr. Warts. Does that jibe with the statement you just made? 

Mr. Lynn. I think it does. 

I would ask you, sir, ask our State presidents that were on the 
resolutions committee, several are in this room, ask them what hap- 

ens. 

Mr. Warts. I don’t know. 

Mr. Lynn. I am doing my best here to try to be very honest with 

ou. 

Mr. Warts. The question I would like answered is: No matter how 
much work the Farm Bureau members in the tobacco States might do 
if they come up with a program as they have done in this case, and it 
is vetoed, what encouragement do they have to go back and try to 
work out a program ¢ 

Mr. Lynn. The position is not unanimous with regard to support 
of this proposal to go back to old parity. I still have some 

Mr. Warts. Oh, you have a few letters there from some fringe 
producing States. The coincidence strikes me that from the date of 
them, after this thing got to be such a furor you probably contacted 
them and they agreed to go along with you. The Florida man says 
he would rather have the other and as I understand his telegram if 
he can’t get that, he will take your freeze. 

Let me ask you this question: Up to now has the Farm Bureau not 
been very fine in going along with the tobacco program and matters 
that we wanted to do to correct and get things in better shape. I 
think you have, haven’t you? 

Mr. Lynn. Yes, we have been very friendly to the tobacco support 
program. 

Mr. Warts. And whose leadership have you been following in the 
past in formulating a policy on tobacco, those folks in the wheat and 
corn section, or is it the leadership of the farm people? 

Mr. Lynn. The tobacco Farm Bureau States have always before 
come through the resolutions process and have gotten approval of 
their program through the Farm Bureau through the resolution 
poets (see attachment No.4). It has been reconciled with the other 

tate farm bureau interests and you will notice in our resolutions 
booklet that over the years we have oftentimes taken exception for 
the tobacco program. 

Mr. Warts. | recognize that and we in the tobacco States have been 
very proud of the job that the Farm Bureau has done with reference 
to tobacco, but what we cannot understand now is when all of the 
Southern States that are raising tobacco in any substantial degree and 
all of these directly interested in tobacco come up with a solution to a 
problem that you and your organization admit exists, why is it that 
you turn your back on us now when you haven’t in the past? 

Mr. Lynn. Mr. Watts, it is not all of the tobacco States. I call 
your attention that Tennessee—— 
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Mr. Warts. I understand what happened. You have a few fel- 
lows down there that wrote you a letter saying this, that and the 
other. I am not going to say they were coerced into doing it because 
that wouldn’t be fair, but I imagine they were approached. 

Now, what is back of this change in the position of the American 
Farm Bureau on the national level ¢ 

Mr. Lynn. There is no change. We still support a sound tobacco 
program. 

Mr. Warts. On the top of page 5 you say: “We recognize the need 
to stabilize support prices for tobacco and to take into account these 
changes.” 

Well, isn’t that what the Jennings bill does ! 

Mr. Lynn. No, sir. 

Mr. Warts. It doesn’t stabilize the price ? 

Mr. Lynn. It freezes the price permanently at the 1958 level or the 
old parity, whichever is higher. It can go up from there as we have 
indicated in our statement in a 10-year period. If we had been on 
the old parity it would still have gone up. 

Mr. Warts. In your statement you seem to think so much of new 
parity. New parity is carrying it higher than old parity, isn’t it? 

Mr. Lynn. No; we are not married to new parity. 

Mr. Warrs. What is it you all want? 

Mr. Lynn. We would like to develop the best possible program 
for tobacco, one that will expand markets, a program looking toward 
future of tobacco and one we can get unanimous support on and con- 
tinue to get support in the Congress. 

Mr. Warts. Unanimous support do you want, somewhere away 
from the tobacco sections. You have practically got unanimous sup- 
port in the tobacco sections. 

Mr. Lynn. Mr. Watts, when the tobacco program really gets into 
trouble—which it may be in now—it will take more than North Caro- 
lina, Virginia, and West Virginia to save it. 

Mr. Warts, We recognize that. That is why we want to know 
what change the Farm Bureau wants. 

Mr. Lynn. We want no change in the Farm Bureau. All we want 
is time to make sure that the tobacco producers understand what this 
situation is and make sure that they develop a program that will 
solve this problem; and it is the opinion of our delegates and our 
board of directors that this proposal in the Jennings bill does not. 

We want to make tobacco competitive, so we can expand markets. 

Mr. Jenninos. You refer to time for the tobacco growers to under- 
stand this program. Every single witness that I have asked here 

said that they felt definitely that the growers did understand what 
was in this bill. Yet, in answer to his question you said that you 
want to work out something until such time as they can understand 
it. Do you feel that the tobacco growers do not understand what 
is in my bill? 

Mr. Lynn. I am afraid that the tobacco growers don’t understand 
all the implications of your eran 

Mr. JENNINGS. How would you suggest that they become informed? 

Mr. Lynn. Well, we would like to do a similar program as we did 
with regard to cotton. 
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We cannot go into any State farm bureau without their invitation, 
because we are a federation of State farm bureaus, but we would like 
to assist the State farm bureaus in conducting meetings of regional 
leaders who in turn would go back to counties and communities and 
say : “Now there is a tremendous change taking place in this tobacco 
industry. We have got to maintain markets. We have got to extend 
our markets. We can’t afford to continue”’—— 

Mr. Jennrnos. I will defer to the gentleman. 

Mr. Lynn. Well, I will complete my statement with your permis- 


sion. 

We would like to make sure that the tobacco producers throughout 
the whole area understand the implications of these decisions before 
we make any permanent change in this program and with all due 
respect to these gentlemen—many of them are our farm bureau folks— 
we would like to make sure that the tobacco producers better under- 
stand this tobacco situation and. we are not in any way reflecting on 
what these people have done. 

Mr. Warrs. Mr. Lynn, do you or the American Farm Bureau favor 
the abandonment of the 90 percent support price of tobacco? 

Mr. Lynn. No, sir. We still support 90 percent of modernized 
parity for tobacco. Tee oe ae 

Mr, Warts. Your organization is fully behind maintaining the 
90 percent? , ; 

Mr. Lynn. Our recommendation says we continue to support the 
tobacco program, and I might add that if you freeze the price in 1959 
at the 1958 level you do better than 90 percent of parity, Mr. Watts. 

Mr. Warts. Let me ask you this question. Under the proposal 
where you propose to freeze for 1 year, you want to make a study, you 
say, during the course of that year? 

Mr. Lynn. We want to make sure that the burley and flue-cured 
producers study 

Mr. Warts, Isn’t it a fact that the farm bureau in every tobacco 
State has constantly studied the tobacco program? Isn’t it a fact that 
all of the stabilization associations are constantly studying it? Isn’t 
it a fact that the warehouse association is constantly studying it? 
Isn’t it a fact that the American Farm Bureau has constantly studied 
it, and isn’t it a fact that the Department of Agriculture has ¢on- 
stantly studied it? Isn’t it under constant study all the time? 

ie changes do you all expect to bring about in the course of 
this 1 year? 

Mr. Lynn. I don’t know. It will depend on the recommendations 
made through the tobacco State farm bureaus. 

Mr. Warts. Let’s see what will happen if we pass your legislation. 
We pass your legislation and try to have an agreement. I don’t know 
what we are all going to agree on because you said we all agree 90 
percent is a proper program. So, the only thing we can agree on is 
the method of figuring the 90 percent. Well, a year goes by. What 
are we going to do then? Let new parity go back in effect and let 
tobacco jump up 7, 8 cents a hundred or extend it another year? 

Mr. Lynn. I don’t know what we are going to do, but Congress 
comes back in session in January 1960. 

Mr. Warts. Whatever happens at the end of the year, say your bill 
goes into effect, will take legislation ; will it not? 
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Mr. Lynn. Yes. 

Mr. Warts. Well, if you enact the Jennings bill, is there anything 
to keep you from making that study ? 

Mr. Lynn. Not at all, Mr. Watts, but I am sure you recognize that 
when you get a permanent law on the books it is a little difficult to 
amend or repeal and we would want to be sure before we go on toa 
permanent law that we are on the road to a solution to this tobaceo 
problem. 

Mr. Warts. It would be no more trouble, Mr. Lynn, and you know 
it, to change this law after you made your study than it would at the 
end of the year when we didn’t have any law due to the fact that yours 
expired to enact a new law. 

In other words, if we enact your law we are faced with this kind 
of a situation: One year from now, we have to enact new legislation 
whether we are ready for it or not. If we pass the Jennings bill, we 
can still make the study, and if we are not ready at the end of the year, 
we have something in there that stops the increase in these prices in 
tobacco until you and your organization come forward with that great 
program that we all want to agree to. 

Is that not a fact ? 

Mr. Lynn. No, sir. I can’t agree with what you have said, sir, 

Mr. Warts. I noticed the statement you make here, at the top of 
page 6. 

Mr. Chairman, am I taking too much time? 

Mr. Lynn. That is all right. 

Mr. Watts (reading) : 

The farm bureau does not intend to be part to a procedure whereby the family 
of agriculture is divided up into splinter factions— 


and I guess that is fine— 
with each commodity having a separate parity formula. 


Now, you do not mean to tell me that the farm bureau insists that 
one certain formula be laid down to cover all kinds of projects. 

Mr. Lynn. No, sir. We said we ought to use the same yardstick. 
We shouldn’t have a 42-inch yardstick for tobacco, for example, and 
a 36-inch yardstick for the other commodities. 

Mr. Warts. You say in your statement before the, on page 3, down 
here: “Thus, when tobacco prices exceed 90 percent of parity, and 
prices of other farm products fall below this level, the result is to raise 
the base prices used in computing parity prices for tobacco, and this 
in turn leads to higher support prices for tobacco.” 

Mr. Lynn. Yes. 

Mr. Warts. Well, you admit there, there is something wrong with 
the formula, do you not? 

Mr. Lynn. Oh, yes, but the old formula does the same, Congressman 
Watts. Not to the same degree, but it points in the same upward di- 
rection. 

Mr. Warts. If I read this bill correctly, this bill doesn’t take us back 
to old parity does it, it takes us back to whichever is lower ? 

Mr. Lynn. Whichever is higher. 

Mr. Warts. Whichever is lower, is it not? 

Mr. Lynn. The higher. 

Mr. Warts. Mr. Lynn, I traveled all over Europe with the tobacco 
subcommittee in an effort to do something that we thought would be 
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beneficial, at least find out what was happening to our export product. 
We have recently published a report. I do not know whether you have 
it or not. 

Mr. Lynn. Just got it this morning. I am looking forward to read- 
ing it. 

Mr. Warrs. We found a great fear all over Europe among our 
foreign buyers—this obtains mostly to flue-cured, because as you said 
in your statement, correctly so, we sell more of flue-cured than we do 
burley or other types of tobacco—that the spiral in increases was go- 
ing to continue and that they had better begin to look for some 
other sources of tobacco. 

Now, do you not think if the matter was settled so that they would 
go for several years, that the price might be under some control or 
some restraint rather than just 1 year, that they would come nearer, 
much nearer, continuing their purchase of American tobacco than they 
would if they just had 1 year to look forward to and had no idea of 
what would happen after that? 

Mr. Lynn. Mr. Watts, we thoroughly agree with you that we have 
got to expand our markets abroad and we have got to slow down this 
expansion of production in these foreign countries in order that we 
might maintain our share of this market. 

Now, the difference, with all sincerity, is that we don’t think the 
Jennings bill will help us expand markets by going back to 90 percent 
of old parity or the 1958 level, whichever is higher, under the old 
parity, as we tried to illustrate here, you will still have the upward 
trend in price support for tobacco. 

Mr. Watts. Upward trend beyond what? 

Mr. Lynn. Upward trend in price. 

I think, Mr. Chairman, that the psychological effect of this legisla- 
tion might be very poor to the producers of tobacco abroad. 

If we can say, “Now, look, we have been holding an umbrella over 
you all these years and we are going to stop this”—just like we said to 
the cotton producers throughout the world—‘“We are going to compete 
for markets; we are going to regain these markets,” then I think we will 
slow down the expansion abroad. Then after 1959, from 1960 for- 
ward, we can detealoas a program that we can all come before this com- 
mittee and agree on, one that we will be proud to take to the floor and 
continue to Jefond this tobacco program, one that will help solve the 
problem of tobacco producers. 

Mr. Warrs. Can you not do that irrespective of whether the Jen- 
nings bill is enacted or not? Is there anything in the Jennings bill 
that prohibits the farm bureau, the cooperative and stabilization asso- 
ciations from constantly making a study of tobacco and coming up 
with a new program. 

Mr. Lynn. Not at all. 

Mr. Watts. My question to you is this: If these buyers in foreign 
countries are fearful that we are going to continue a spiral of increases 
and for that reason they are looking around for another source of sup- 
ply, do you not think they would get more assurance from legislation 
that assured them that the spiral of increases would be stopped for a 
longer period than 1 year, rather than take your bill just 1 year and 
take a chance on what is going to happen after that? 

Mr. Lynn. These foreign producers and foreign buyers of tobacco 
understand these programs too. 
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Mr. Warts. Oh, yes. 

Mr. Lynn. It would not have the desired effect if they as we say 
here, concluded that by going back to old parity we will continue to 
have this spiraling price. Then we would lose the psychological effect 
that we must have in order to slow them down. 

If we freeze the price, Mr. Watts, for 1 year, as we have recom- 
mended and then develop a unified program, longer range, this will 
really serve the purpose of expanding markets. 

Mr. Warts. If you freeze the price for 3 years under the Jennings 
bill and then develop the program, would that not be a better approach! 

Mr. Lynn. Well, I have to be very honest with you. I think a 2-year 
freeze, for example might have a better psychological effect than a 
1-year freeze on this proposition. The American Farm Bureau pro- 
grams with regard to price support for tobacco is a 1-year freeze 
order, that we might have more time to study and develop a better pro- 
gram. 

Mr. Warts. Do you not also think it would have a detrimental 
effect on our domestic purchasers of tobacco for this thing to be 
frozen for 1 year? 

Mr. Lynn. No, sir; I don’t think so, because the amount that goes 
into a cigarette is so insignificant— 

Mr. Warrs. The amount of tobacco that goes into a cigarette? 

Mr. Lynn. The grades have to do with what farmers are going to 
do than the price support as these attachments, 1, 2, and 3 here indi- 
cate. 

I taught a lot of farmers in the 1930’s how to grade and market bur- 
ley tobacco. 

Mr. Warts. I know you did, but do you not know with these tre- 
mendous stocks we have in stabilization and in the cooperatives that 
as long as these things are held up in the air and are dependent on 
some other action in the next year you are not going to move those 
stocks. 

Mr. Lynn. No,sir. I don’t concur in that. 

The sources of supply of the good quality of tobacco that we have 
are very limited. We will continue to do everything we can through 
Public Law 480 and through our Rotterdam foreign trade office and 
every facility we have to promote the sale and export of tobacco. 

Mr. Warts. Mr. Chairman, I will ask one more question. 

On the top of page 7 you list the good effects that your bill will have: 

(1) Serve notice on the world that the tobacco industry in the United States 
is going to meet competition, and that we are not going to continue to hold an 
umbrella over the expansion of foreign production at the expense of the 
domestic industry. 

Do you claim all of that for a 1-year stabilization of price? 

Mr. Lynn. You see, the tobacco industry has never done anything 
along this line, Mr. Watts, as you know. 

Mr. Warts. I know you haven’t. What I am trying to say to you 
is the Jennings bill would come nearer serving the objectives of your 
No. 1 than your bill. 

Mr. Lynn, No, sir, we don’t think so, because we are reasonably sure 
what will happen with regard to prices by going back to old parity the 
effect will continue to be up. 

Mr. Warts. Are you in agreement that the price ought to be held 
down ! 
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Mr. Lynn. We think it ought to be made more competitive. 

Mr. Warts. You think it should be held for 1 year and then be 
allowed to jump 7 or 8 cents the next year? 

Mr. Lynn. No, we wouldn’t let it jump up. This committee 
wouldn’t either. 

Mr. Warts. Do you not think it would be a more sound approach 
to hold it down until we come back with a long-range solution ? 

Mr. Lynn. Well, we hope we could come back to this committee 
in January 1960, with a good, sound solution to this problem. 

Mr. Warts. Is that a promise ? 

Mr. Lynn. I don’t know. I will have to depend on these people 
back here, our State farm bureaus. 

Mr. JENNINGS. You mean you are going to make your recommenda- 
tion next year? 

Mr. Lynn. If it comes through the process and the voting delegates 
of the 48-State farm bureaus approve it, I will be up here pounding 
the table for it. 

Mr. Jenninos. If they come up with another program that doesn’t 
go through that process then will you be opposed to it? 
~ Mr. Lynn. Well, unless our board of directors instruct me other- 
wise to do——— 

Mrs. Burren. Well, you will resign if you do that. 

Mr. Lynn. Mr. Chairman, could I get the rest of these telegrams 
in the record ¢ 

Mr. Cootny. Yes, tell us where they are from. 

Mr. Lynn. Mr. C. E. Wise, of the Maryland Farm Bureau, Inc. 

Mr. Sruspiertetp. Mr. Chairman, I think we should be told 
where it expresses the opinions of the senders of the telegrams or 
where they have gone through the democratic process that so distin- 
guished the farm bureau where all the people that grow tobacco have 
had a chance to express their opinions. 

Mr. Cootey. How many do you have there? 

Mr. Lynn. I have four more. 

It is the usual thing for the executive secretary and the State farm 
bureau president to speak for the State farm bureau when they send 
a wire to you and here is another one to Mr. Cooley from Mr. C. E. 
Wise. 

Did you get this one, Mr. Cooley ? 

Itsays: 

Maryland farm bureau supports AFBF for a 1-year freeze of tobacco support 
prices at 1958 price. We oppose going back to the old form of parity. We urge 
1 year study of this question to develop best possible program for tobacco 
growers. 

Here is one from Linville Bryant, from Indiana, expressing similar 
opinions to the one I just read from Maryland. 

(The letter referred to follows :) 

10TH District INDIANA FARM BUREAU, 


VERSAILLES, INpD., March 238, 1959. 
Haroip Coo.ry, 


House Office Building, 
Washington, D.C. 


Dear Str: I am very interested in the welfare of burley tobacco farmers, 
therefore I hope you will give your support to proposed legislation that will freeze 
the support prices of burley tobacco for 1 year at the 1958 level. 
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Burley growers in this area believe that any attempt to tie burley support 
prices to old parity is a step backward and will only create conditions detrj- 
mental to the whole tobacco industry. 

We believe that a 1-year freeze of burley support prices will be followed by 
a recommendation by growers that will bring about increased production ang 
net income to tobacco farmers. 

Yours truly, 
LINVILLE Bryant. 

Here is one from George Doup, president of the Indiana Farm 
Bureau. 

Tobacco support prices must not be based on old parity formula. To return 
to such basis would be a disastrous step backward. All support pricing formulas 
should be forward looking and reflect current production and marketing condi- 
tions. Tobacco support prices for 1959 should be frozen at 1958 levels. This 
would give time to discuss in detail a program for future years. 

He is on the board of directors of American Farm Bureau Federa- 
tion. 

Here is one from Mr. Lambson who is a prominent tobacco grower 
in Massachusetts who is a member of our board, He is here. 

SoutHwIickK, Mass., March 21, 1959. 
Congressman HAROLD COOLEY, 
Chairman, House Agricultural Committee, 
New House Building, Washington, D.C.: 

Wish to support American Farm Bureau Federation board of directors in 
opposing return to old parity for southern tobacco growers. 

LORENZO D. LAMRBSON. 


I would like to introduce Mr. Lambson to you. 

Mr. Lambson. 

Mr. Azsrrr. Glad to have you here. 

Mr. Lynn. Then, I have one other from Mr. A. Biggs, president 
of the |] Samant nia Farmer’s Association that j is in support of the 
Farm Bureau position. 

(The telegram referred to follows :) 

Harrissure, Pa., March 23, 1959. 
JACK LYNN, 
Legislative Director, American Farm Bureau Federation, 425 13th Street N.W,, 
Washington, D.C.: 

Pennsylvania farmers have vital stake in tobacco price support legislation, 
although Pennsylvania not generally considered major tobacco producing area. 
We do have limited area of State which is vitally affected. The Pennsylvania 
Farmer’s Association supports the position of the American Farm Bureau 
Federation with regard to price supports for tobacco. We are opposed to going 
back to old parity as a basis for price supports. 

G. A. Breas, 


President, Pennsylvania Farmer’s Association. 


Mr. Lynn. Mr. Chairman, while I am inserting things in the 
record, I know there has been some doubt about the Department of 
Agriculture’s position with regard to their bill. 

Mr. Cooter. Off the record a minute. 

(Discussion off the record.) 

Mr. Lynn. I would like to insert a letter we received from Mr. Ben- 
son the day before yesterday. 

Mr. Apeirr. Without objec tion, that will be done. 

Mr. Lynn. We didn’t quite understand what the position of the 
Department of Agriculture was with regard to the Jennings bill, 
and going back to old parity, because we read the same letters you had. 

Mr. Assirr. Do you know now? 
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Mr. Lynn. Yes, sir. : 
Mr. Assirr. Would you read it? 
Mr. Lynn. Yes, sir. Mr. Shuman wrote Mr. Benson a letter on 


March 20. sy ere 
Mr. Azeirr. Wait just a minute. I wonder since we are going into 
this if we shouldn’t have read at this time the report of the Depart- 


ent. 
Mr. Lynn. I will just read the pertinent paragraphs, Mr. Jennings. 


Mr. JENNINGS. If you can sift them out, read them. 

Mr. Assirr. Wait just a minute. The report from the Department 
will be inserted and right after that will be inserted the letter and 
then insert Mr. Shuman’s letter. ’ 

(The report of the Department of Agriculture referred to follows :) 


DEPARTMENT OF AGRICULTURE, 
Washington, D.C., March 10, 1959. 
Hon. Haroitp D. CooLey, 
House of Representatives. 


Deak CONGRESSMAN CooLey: This is in reply to your request for a report on 
H.R. 5058, a bill “to amend section 101(c) of the Agricultural Act of 1959 to 
stabilize and protect the support level for tobacco.” 

This bill provides that the level of price support for tobacco shall not exceed 
the 1958 crop support level until such time as 90 percent of parity computed 
in the manner used prior to the enactment of the Agricultural Act of 1948 
exceeds the 1958 crop support level, and that thereafter the support level shall 
be 90 percent of parity computed in the manner used prior to the enactment of 
the Agricultural Act of 1948. The bill excepts Connecticut Valley cigar types 
51 and 52 for which parity was recently redetermined under section 301(a) 
(1)(f) of the Agricultural Adjustment Act of 1938, as amended, and also ex- 
cludes those kinds of tobacco for which marketing quotas were not in effect in 
1958, namely, Pennsylvania filler type 41 and Puerto Rican filler type 46. 

We estimate that the index of prices paid by farmers would have to increase 
8 percent for burley and 13 percent for Flue-cured, our major export tobacco, 
before the old parity provision would go into effect and the freeze removed. 
The extent of the increase required on the various types of tobaccos is shown 
in the attached table. 

The Department is convinced that the United States can produce compet- 
itively a quality of tobacco which cannot be duplicated anywhere else in the 
world, and that we should sincerely try to find some way to let our farmers 
produce it. Tobacco farmers have, under the present rigid program been sacri- 
ficing their longtime best interests for possible temporary gains. At a time 
when world consumption of tobacco is increasing at the rate of 5 percent a 
year, Our exports have been decreasing relatively at a rapid rate. Although 
it is generally recognized that the economy of the tobacco grower in many types 
of tobacco is heavily dependent upon exports, we continue to follow a course 
that is continuously shrinking our share of the world market. 

We believe that the present price support program with its built-in system 
of constantly increasing support prices will, over the next 10 years cause us 
to lose most of our commercial export markets and force the domestic industry 
to 100 percent utilization of the tobacco leaf. While the proposed bill will elim- 
inate or at least minimize the substantial increases in the support levels which 
otherwise will occur in the next few years under the present support system, we 
believe that the use of any measuring device for price support purposes which 
fails to take into account present day production technology, is most unwise. 
Unfortunately, both old parity and modernized parity rely heavily on price 
relationships which existed when farming was almost entirely a mule and 
plow, and a man and hoe, operation. 

The Department feels that the tobacco program should be modified on a 
positive basis designed to achieve increased disappearance of U.S. tobacco with 
a corresponding opportunity for increased production and higher allotments. 
A proposal for a positive modification of the tobacco program was outlined in 
4 memorandum dated January 19, 1959, from the Department to the President, 
as follows: 

“Farmers who grow tobacco have been losing markets at home and abroad. 
As prices of U.S. tobacco increase, foreign buyers change their blends and turn 
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to other sources of supply. They may never be induced to return to our mar- 
kets. The present old laws result in price supports at continually rising levels, 
Acreages at home have been severely cut to low levels while acreage and pro- 
duction expand abroad. 

“Legislation should be enacted to relate the support price to the market aver- 
age or, if the parity formula as a basis for price supports is continued in nse, 
to provide wide discretion in the level of supports. 

“In addition, modifications of the control program may be in order. Tobacco 
growers have widely discussed the desirability of modifying the present con- 
trol system. Their ideas of providing either a poundage quota or a poundage- 
acreage control have merit.” 

This bill fails to go far enough in correcting this situation for the following 
reasons: 

(1) It would freeze price supports for tobacco at current high levels, thus 
hampering efforts to expand markets and to curtail foreign production. In- 
stead of such a freeze we need more discretion in setting the supoprt level so 
that we can regain markets rigid supports have lost for tobacco. 

(2) It would put back into use a formula which previously was discarded 
by Congress because it resulted in unrealistic parity prices. Under the old 
formula parity price for tobacco is based on the level of prices in 1934-388 for 
Flue-cured and burley, 1936-40 for Maryland, and 1919-28 for other tobaccos, 
modified to the extent that prices paid by farmers have changed. Use of this 
base period some 20 to 30 years ago fails to recognize the changes which have 
occurred in farm technology since then, and the changes in intercommodity 
relationships. It was these shortcomings which led Congress to adopt a mod- 
ernized parity which takes into consideration price relationship in a recent 10- 
year period. 

(3) It would result in a dual standard of parity prices. Old parity would 
be used for tobacco whereas new parity would be used for other commodities. 
If we are to use parity price as a standard for price support, we should use the 
same formula for all commodities. 

(4) It would continue to place tobacco growers at an advantage over pro- 
ducers of other crops. Currently tobacco is the only price support commodity 
where the Secretary has no discretion in setting support levels. This level is 
and has been higher in terms of percent of parity than it has been for other crops 
where even under present law some discretion is permitted. 

This bill, H.R. 5058, reflects a recognition of the soundness of the administra- 
tion’s position that the present program is destroying markets rather than 
building them. 

This bill, H.R. 5058, reflects a recognition that the present law can only result 
in decreased allotments. 

This proposal is superior to the present legislation in that it prevents further 
price support increases for some time. However, the Department feels that the 
bill is not adequate and the administration’s tobacco program outlined above is 
far better. 

H.R. 5058 would have the tendency to lower the amount of Commodity Credit 
Corporation funds which would otherwise be invested in the tobacco price 
support program. It would effect no change in administrative expenses. 

The Bureau of the Budget advised that there is no objection to the submis- 
sion of this report. 

Sincerely yours, 
FE. T. BENson. 


Increase in old parity for tobacco required before 90 percent of parity becomes 
effective support level under H.R. 5058 


| Increase re- 
| 90 percent | quired in old 


1958 ofold | parity before 

Tobacco types support | parity | 90 percent of 
level Feb. 15, old arity be 
1959 | comes effective 


| support level 


Per pound | Per pound | Percent 
Flue-cured (11-14)... $0. 546 | $0. 507 | 7.7 
Burley (31)__- 554 . 491 12.8 
Maryland (32) . 508 . 509 eu 
Dark air-cured (35-36) - --- | . 345 . 188 | 83.5 
Virginia sun-cured (37) ---- . 345 . 252 36.9 
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Mr. Lynn. Allright. The pertinent paragraph with regard to this 
letter dated March 23, signed by Ezra Benson, 1s: 


You can understand, therefore, that the Department does not approve of the 
proposed use of old parity for tobacco. 


(The letters referred to in full are as follows :) 


Marcu 20, 1959. 
Hon. Ezra Tarr BENSON, 
Secretary of Agriculture, 
U.S. Department of Agriculture, 
Washington, D.C. 

Dear SecreTARY Benson: There appears to be widespread confusion in the 
Congress and among tobacco growers as to the position of the U.S. Department 
of Agriculture with regard to legislative proposals that would relate tobacco 
price supports to the “old” parity formula. 

I would appreciate receiving a communication that makes it clear whether 
the Department supports or opposes this change in the tobacco price support 
program. 


Very truly yours, 
CHARLES B. SHUMAN, President. 


DEPARTMENT OF AGRICULTURE, 
Office of the Secretary, 
Washington, March 23, 1959. 
Mr. CHARLES B. SHUMAN, 
President, American Farm Bureau Federation, 
Washington, D.C. 

Dear CHARLIE: This will acknowledge your letter dated March 20, in which you 
inquire as to the position of the Department of Agriculture on the proposal that 
would relate tobacco price supports to the old parity formula. 

Using old parity in determining price supports for tobacco would be a step 
backward for tobacco growers, in our judgment. We wrote the following (on 
this point) to Chairman Cooley, of the House Agriculture Committee, in reporting 
on H.R. 5058 : 

“It would put back into use a formula which previously was discarded by Con- 
gress because it resulted in unrealistic parity prices. Under the old formula 
parity price for tobacco is based on the level of prices in 1934-38 for Flue-cured 
and burley, 1936-40 for Maryland, and 1919-28 for other tobaccos, modified to 
the extent that prices paid by farmers have changed. Use of this base period 
some 20 to 30 years ago fails to recognize the changes which have occurred in 
farm technology since then, and the changes in intercommodity relationships. It 
was these shortcomings which led Congress to adopt a modernized parity which 
takes into consideration price relationship in a recent 10-year period.” 

“It would result in a dual standard of parity prices. Old parity would be used 
for tobacco whereas new parity would be used for other commodities. If we are 
to use parity price as a standard for price support, we should use the same formula 
for all commodities.” 

You can understand, therefore, that the Department does not approve of the 
proposed use of old parity for tobacco, 

Sincerely yours, 
EZRA. 

Mr, Lynn. Now, there are several paragraphs here quoting similar 
language that is in the letter to the chairman of this committee on your 
bill, Mr. Jennings. 

__Mr. Jenntncs So there is still complete agreement between Ezra 
Taft Benson and the American Farm Bureau on this bill ? 

Mr. Lynn. I don’t know how close the agreement is, but we wanted 
to make sure that this point was clarified because it was fuzzy to us 
and I have talked with you, and Mr. Chairman, about this and I know 
it was fuzzy to you. 











52 TOBACCO PRICE SUPPORTS 


Mr. Cootry. They said in their letter to you and the Secretary said 
in his letter to me that we should not have one parity formula for 
tobacco and another parity formula for other commodities. 

Mr. Jenninos. He also said, it would continue to place tobacco grow- 
ers in an advantage over producers of the other crops. 

I gather, then, that the tobacco program as presently operated is 
much better than any other program. It is an open admission on his 
part that it is better than the flexible price program that he has for 
other commodities; is that right ? 

Mr. Lynn. I don’t know what is in the mind of the Secretary, sir, 

Mr. Jenninos. Well, I don’t either. 

Mr. Assirt. Is there anything else, Mr. Lynn? 

Mr. Cootey. Mr. Chairman, I just want to clear this up. I want to 
ask you one question, Mr. Lynn—at the top of page 5, I think you were 
quoting from the green book when you said : 

Many technological changes are occurring in the tobacco industry. We recog- 
nize the need to stabilize support prices for tobacco and to take account of these 
changes. We will support the adjustments necessary to accomplish this stabi- 
lization. 

Now, I believe that the State farm bureau officials in the several 
tobacco-growing States feel they are working within the framework 
of the resolutions of the American Farm Bureau Federation because 
it says in here—I quote again: 

We will support the adjustments necessary to accomplish this stabilization. 

That is what they are doing. 

Now, what do you understand that language to mean? What did 
the American Farm Bureau mean when they approved that reso- 
lution ? 

Mr. Lynn. This is an attempt to make prices of tobacco competi- 
tive. The board of directors, based on this language—and as you 
must take into consideration legislative history—certainly the board 
of directors of the farm bureau had to take into consideration the 
legislative history with regard to the proposition. The facts are that 
this proposition of going back to old parity was put before the Reso- 
lutions Committee and was defeated. 

Therefore, the board had the job in January of trying to interpret 
in light of this resolution and in light of this history what the policy 
would be with regard to this particular point. 

And thus they come forward with the 1-year proposition. 

Now, there are men in this room who are members of this board 
that are very familiar with this process that we went through, they 
were part of it. 

Mr. Cooter. I would like to call your attention to one other state- 
ment from our President of the United States. 

He said: 

The present old laws result in price supports at continually rising levels. 
Acreages at home have been severely cut to low levels while acreages and pro- 


duction expand abroad. Legislation should be enacted to relate the support 
price to the market average. 


It seems to me that even the President of the United States realizes 
that something should be done about this continually rising level. 

Mr. Lynn. We do, too, Mr. Cooley. We made it clear in our state- 
ment. 
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Mr. Cootry. There is just a difference of opinion in that you think 
we should postpone the date until January ¢ 

Mr, Lynn. No. We ought to pe it now and we would be happy 
to go all out to get our proposal into legislation and get it passed. 

Mr. Cootry. Well, the effect of what you propose would be to pre- 
vent a 1-penny increase in the support; wouldn’t it 4 

Mr. Lynn. No, sir; I think it would be more than that. That is 
true as far as it goes, Mr. Cooley. 

Mr. Cooter. The first year? 

Mr. Lynn. The first year. 

But the important thing about this is the effect it will have on the 
foreign production and consumption of tobacco, we think. We must 
serve notice on these people that we are not going to continue to hold 
this umbrella of higher and higher Government price supports over 

hem. 

Mr. Assirr. Mr. Lynn, I appreciate your coming here and making 
your presentation before the committee. 

” Mr. Lynn. We appreciate very much the courtesies given us by the 
committee. 

Mr. Assitr. Thank you wera much, 

I at this time recognize Mr. McMillan. 

Mr. McMitian. Mr. Chairman, I would like the record to show 
that Mr. Robert Coker, president of the Coker Seed Co. agrees with 
the provisions of the Jennings bill. 

I would like to further ask Mr. Agnew if he would care to submit 
a written statement for the record. 

Mr. Acnew. Mr. McMillan, I don’t think it is necessary. I think 
the verbal statement is sufficient. 

Mr. Assrrr. Is Mr. John Duncan here? 

I understood he is here. I am sorry that we overlooked him, but 
we didn’t have the name on the list. 

Well, we will be glad to hear from you at this time, Mr. Duncan. 
Mr. Duncan, as I understand it, is president of the Georgia Farm 
Bureau. 

Mr. Duncan. Congressman and Congresswoman Blitch, I made a 
statement before this committee at the previous meeting and I would 
like to reiterate our stand, that it remains the same. That is all I 
have to say. 

Mr. Aspirr. Thank you very much. 

Now, here is a gentleman that wants to be heard. 


STATEMENT OF B. C. MANGUM 


Mr, Maneum. B. C. Mangum. We grow some tobacco in North 
Carolina, too. Mr. Lynn mentioned several States and then said 
others, I want to ask him a question of why North Carolina wasn’t 
notified of this action of the Board since we grow some tobacco. 

Mr. Lynn. Your executive vice president, Lon Edwards, sat across 
oan in my office last week and we discussed the Farm Bureau 
policy. 

Mr. Epwarps. We discussed it, but didn’t get official notice. I 
was very much concerned about getting information from other 
sources and I wish to see you about it. 
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Mr. Maneum. We did not get an official notice of it. What we saw 


in the paper was what we based this on. 

Mr. Lynn. Mr. Mangum, you got it by phone from Chicago and 
you know you did, you and Lon both. How could you dissent from 
the Farm Bureau position if you did not know what our position 
was? 

Mr. Maneum. Who gave it to me? 

Mr. Lynn. I don’t know. 

Mr. Maneum. I am not attempting in anyway to speak for the 
producers in Florida, but I do have two documents here that was 
action taken by tobacco producers in Florida concerning this matter, 

May I submit this? 

Mr. Appirr. Yes, sir. 

Without objection it will be made a part of the record. 

(The documents referred to are as follows:) 


MEETING OF STABILIZATION’S MEMBERSHIP, District No. 1, FLORIDA 


The meeting of Stabilization’s membership in District No. 1 was held on Tues- 
day, February 24, 1959, at 2 p.m., in the Coliseum at Live Oak, Fla. There were 
71 members registered for the meeting. 

E. H. Finlayson, president of the Florida Farm Bureau, presided. L, T. 
Weeks, general manager, gave the latest report on the operations of Stabilization 
Corporation. Others taking part in the program were J. D. Johnson, Deputy 
Director of Tobacco Division, Commodity Stabilization Service, U.S. Department 
of Agriculture, Washington, D.C.; S. L. Brothers, Florida Experiment Station; 
Fred Clark, extension specialist; O. P. McArthur, administrative office for 
Florida Agricultural Stabilization and Conservation Service; and Billy W. Hill, 
present director from District No. 1 on Stabilization’s Board of Directors. 

In the discussion period, motion was made by Eugene Mugge, seconded, 
and carried unanimously, that the group endorse the action taken by the industry- 
wide committee pertaining to the stabilization of the support prices at the 1958 
level. The committee’s recommendation thus endorsed is: “The change which we 
believe should be legislated early in the next session of Congress to apply to the 
1959 crop relates to the method of calculating parity. The modernized parity 
formula is producing a result not anticipated when the law was enacted. We, 
therefore, recommend that the price support level for tobacco for the 1959 
and subsequent crops be based on 90 percent of ‘old’ parity; that is, parity as 
ealculated prior to the enactment of the Agricultural Act of 1948. We do not, 
however, believe that the support level should be ‘rolled back,’ or reduced, below 
the 1958 level except to the extent that the cost of things farmers buy declines. 
If and when 90 percent of ‘old’ parity rises above the 1958 support level, the 
farmers should be entitled to the proportionate increase in parity.” 

In preparation for the election of the director to Stabilization’s Board from 
District No. 1, Billy W. Hill named Lacy Doke to serve with L. T. Weeks and 
Fred G. Bond, on the election committee. A nominating committee composed of 
Loran Terry, J. B. Stewart, and P. C. White had been previously appointed. 
As chairman of the nominating committee, Loran Terry, of O’Brien, Fla., re 
ported that the committee was unanimously nominating Billy W. Hill, present 
director, for a full 3-year term to the Board to represent District No. 1. Motion 
was made by W. M. Scruggs, Monticello, Fla., that the committee’s recommenda- 
tion be accepted, that the vote be by voice vote, and that Mr. Finlayson cast the 
vote of the group for the unanimous election of Mr. Hill. The vote was unani- 
mous. Letter certifying the election of Mr. Hill to the Board is filed with these 
minutes. 

Members of Stabilization’s Advisory Committee were elected and delegates to 
the annual stockholders meeting were selected in county caucuses. 

The group gave a rising vote of thanks to Stabilization and its employees 
for the fine work it has done. 

There being no further busines, the meeting was adjourned. 

Respectfully submitted. 

L. T. Weeks, Secretary. 
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{From the Florida Times Union, Feb. 25, 1959] 
STABLE LEAF PRICE Props GET BACKING 


Live Oak, February 24.—Flue-cured tobacco growers from 19 Florida counties 
today unanimously endorsed action by the industry to seek a more stabilized 
support price for their crop. 

In a resolution, the farmers endorsed an industrywide resolution which will 
be submitted to Congress recommending that price supports for the 1959 and 
subsequent crops be 90 percent of parity, the figure in effect before the 1948 
Agriculture Act. In this instance, the resolution seeks a hard and fast support 
price based on a 10-year average or the support price during 1958, whichever is 


higher. 
in other action, the farmers elected Billy Hill, Jasper, to another term as the 


Florida representative on the Flue-Cured Stabilization Corporation Board of 
OTT. Weeks, general manager of the Corporation, made his annual report to 
the district meeting. It was the first to be held since corporation bylaws were 
changed last year to provide for district meetings and election of director mem- 
bers within their own districts. 

Mr. Assitr. Are there any other witnesses here ? 

Mr. Cootry. Mr. Chairman, I would just like to say this if you 
will recognize me for a moment. 

This meeting was really called by Mr. Abbitt, the chairman of the 
tobacco subcommittee, for the specific purpose of affording everybod 
an opportunity to express their views concerning this proposed bill, 
especially those who are opposed to the bill. 

We have heard the proponents of the bill on two or three former 
occasions and we felt that we should provide a forum for “the 
opponents. 

Now, I would like to ask, Mr. Chairman, if there is any other per- 
son in this room who wants to appear and testify in opposition to the 
bill? 

If so, I would appreciate it if you would come forward now. 

(No response. ) 

Mr. Cootry. No one seems to indicate the desire to be heard, Mr. 
Chairman. 

Mr. Azprrr. I would like just for a moment—it won’t take but a 
minute—to have Mr. Hammack and Mr. Ellis come up. 

Mr. Cootry. While you are waiting for these witnesses to come up, 
I would like to call attention to a report of our Tobacco Subcommittee, 
or rather several members of the subcommittee, which was filed on 
March 20th, entitled “The International Trade in Tobacco and Its 
Effect on United States Leaf Production.” 

I think it is a very worthwhile document and contains much valu- 
able information. 

The document is available at the end of the desk here and any of 
you who would like to have a copy, please feel free to take one and if 
you do not want to take it home with you, leave your name and ad- 
dress and we will have one of them mailed to you. 

Mr. Axnprrr. I think it would be well for the record to show, too, 
the Members of Congress who are here who are not members of the 
committee, 

Mrs. Blitch of Georgia is here. 

We deeply appreciate all of you coming. 
ane Cooper from Kentucky, Congressman Bonner of North 

arolina, 
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Congressman Fountain, Congressman Lennon, Congressman 
Natcher and Congressman Watts. 

I understand that some of you are a little fearful that the language 
of this bill does not include dark Fire-cured tobacco. It is my under- 
standing that you want it included in the bill. 

Mr. Extis. Very definitely. 

Mr. Assitrr. You want that? 

Mr. Exxis, Very much. 

Mr, Axssirr. Have you talked to the Virginia growers? 

Mr. Hammack. Mr. Chairman, I talked to Mr. Thomas B. Hall. He 
is dean of the dark tobacco in Virginia. Mr. Hall asked me to speak 
for him and to say that he approved the passage of this legislation, 

Mr. Azspirr. He wants his dark Fire-cured tobacco to be included 
in this legislation ? 

Mr. Hammacsg, Yes, sir. 

Mr. Asprrt. I just want that cleared up. 

(The resolution of the Executive emidititiie of Eastern Dark 
Fired Tobacco Growers’ Association is as follows :) 


Whereas the Executive Committee of Eastern Dark Fired Tobacco Growers’ 
Association has met at the main office of the association in Springfield, Tenn., on 
this March 23, 1959, with the purpose of considering H.R. 5058, introduced in 
the House of Representatives at Washington on February 26, 1959, by the Hon- 
orable Pat Jennings, of Virginia, and we have considered the bill carefully in 
an effort to ascertain its purposes and objectives and its probable effect upon the 
tobacco industry in general and upon our grower members in particular; and 

hereas this association has considered for several years that the support 
prices on dark tobaccos which were tied to Burley tobacco in 1945 by Public Law 
163, tended to become so high as to make disposition of the tobacco in the regular 
channels of trade increasingly difficult, with the result that this association and 
other tobacco associations handling dark tobacco would have to take excessive 
amounts of tobacco under the Government loan program, and in the end a situa- 
tion might be created which would be inimical to the best interest of the grow- 
ers, and in pursuance of this view this association favored and endorsed ELR. 
7259, passed by the first session of the 85th Congress on May 6, 1957. Section 2 
of this act provided: “That, beginning with the 1958 crop, the levels of support 
for such kinds of tobacco shall not exceed the higher of (a) the level applicable 
to the 1957 crop, or (b) 90 percent of the parity price.” In retrospect, it seems 
to us that our judgment was correct in this particular and that H.R. 7259 has 
proven to be wise legislation and we now feel that protection against excessive 
high supports provided by this bill, or embraced in some other legislation, is still 
necessary and should continue as being in the best interests of tobacco growers 
and of the tobacco industry in general. At no time, however, during the consider- 
ation of H.R. 7259, or since, have we favored any legislation which would result 
in a rollback or a decrease in the support levels for dark tobacco and we are 
quite positive in that opinion at the present time; and 

Whereas H.R. 5058 purports by its terms to limit the level of supports appli- 
cable to the 1959 crop and each succeeding crop, for all kinds of tobacco, with 
the exception noted, to 90 percent of parity price at the beginning of the mar- 
keting year computed in the manner used prior to the enactment of the Agricul- 
tural Act of 1948. 

This would limit the support level on all kinds of tobacco beginning with the 
1959 crop, with the exception noted in the bill, in a manner similar to the limita- 
tion of support levels on dark tobacco only, beginning with the 1958 crop, as 
provided by H.R. 7259, with the important exception that H.R. 7259 contemplates 
the use of parity as provided by the new formula of moving averages contained 
in the Agricultural Act of 1948, whereas H.R. 5058 contemplates the calculation 
of parity in the manner used prior to the enactment of the Agricultural Act of 
1948. To this change, if applicable to all kinds of tobacco as apparently provided 
in H.R. 5058, we have no objection ; and 

Whereas it is not perfectly clear to us, however, whether H.R. 5058 would 
apply to dark tobaccos in view of H.R. 7259, which is not specifically referred to 
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as repealed or amended by H.R. 5058. This is a matter to be determined by legal 

counsel and if dark tobacco is thought not to be covered it could be properly 

included by an appropriate amendment of H.R. 5058: Now, therefore, be it 
esolved— 

i) That we recommended that it be determined by proper investigation of 
the law whether or not H.R. 5058 applies to dark tobacco and, if not, that the bill 
be amended so that it will so apply. 

(2) That, if H.R. 5058 is found to apply to dark tobacco or is amended so as to 
so apply, we favor H.R. 5058 and urge its passage by the Congress. 

P. A. MERIWETHER. 
J. G. JUSTICE. 

S. D. BROADHURST. 
J. B. BELL. 





I, R. A. Hammack, secretary-treasurer of Eastern Dark Fired Tobacco 
Growers’ Association, certify that the above is a true and correct copy of the 
resolution adopted by the executive committee of Hastern Dark Fired Tobacco 
Growers’ Association in its meeting of March 23, 1959, and that this copy of said 
resolution bears the signatures of all the members of the executive committee. 

This March 23, 1959. 

[SEAL] R. A. HAMMACK, 

Secretary-Treasurer of Eastern Dark Fired Tobacco Growers’ Association. 


Mr. Anpirr. I would like to ask you gentlemen to confer with some 
one in the Department of Agriculture and if possible give us some 
acceptable language that will assure that you are in the bill. 

Mr. Martone. Mr. Chairman, don’t overlook dark air-cured. We 
want to be included in the bill. 

Mr. Ansirr. No. That is in—35, 36, 37. 

Have we skipped anybody at all? 

(No response. ) 

Mr. Assrrr. Again, thank you, gentlemen and ladies, all of you 
for coming down here. Thank you very much. 

(The four telegrams received by the chairman are as follows :) 

SouTHWICckK, Mass., March 21, 1959. 
Congressman Haroup D. Coorey, 


Chairman, House Agricultural Committee, New House Office Building, Washing- 
ton D.C.: 


Wish to support American Farm Bureau Federation board of directors in 
opposing return to old parity for Southern tobacco growers. 


LORENZO D. LAMBSON. 


NortH Haptey, Mass., March 24, 1959. 
Hon. Harotp Coo.ey, 
House of Representatives, Washington, D.C.: 
Please support American Farm Bureau position refusing to return to old 
type parity program for burley tobacco. 
WALLACE HIpparp, 
President, Hampshire County Farm Bureau. 


Ee CoLumbBus, Ou10, March 24, 1959. 
The Honorable Haroip D. Cootry, 


Chairman, House Agriculture Committee, House Office Building, Washington, 
DO.: 

We recognize the need to stabilize price supports for tobacco. In order to find 
a better approach to the tobacco problem for 1960 and succeeding years, we 
support the freezing of tobacco price supports at the 1958 level for 1959. This 
approach gives our members in tobacco areas the opportunity of finding a better 
solution to the tobacco price problem without being penalized during 1959. 

1D. R. STANFIELD, 
Executive Vice President, Ohio Farm Bureau Federation. 
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WINSTON-SALEM, N.C., March 24, 1959, 
Hon. Haroip D. Coo.ey, 
Member of Congress, Washington, D.C.: 


The East Bend Grange strongly desire that the support price on Flue-cured 
tobacco be frozen at the 1958 level. 
J. H. Spease. 


(Whereupon, at 12:15 p.m., the Subcommittee on Tobacco ad. 
journed to meet at the call of the Chair.) 


x 
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STORAGE OPERATIONS OF CCC 


TUESDAY, MARCH 24, 1959 


Hous or REPRESENTATIVES, 
SuBCOMMITTEE ON DEPARTMENTAL OVERSIGHT AND 
ConsuMER RELATIONS OF THE COMMITTEE ON AGRICULTURE, 
Washington, D.C. 

The subcommittee convened, pursuant to notice, at 10:05 a.m., in 
room 1310, New House Office Building, Hon. Paul C. Jones (chairman 
of the subcommittee) presiding. 

Present: Representatives Jones, Cooley (chairman of the full com- 
mittee), Hagen, Jennings, Dixon, and Dague. 

Also present: Representatives Quie and Poage. 

Mr. Jones. The committee will come to order. We are in the 
position today, as we have been on several days, of having other sub- 
committee meetings at the same time, and it is unfortunate. How- 
ever, we do expect to have some other members of the committee here 
very shortly. Due to the fact that we don’t like to keep people here 
longer than necessary, we will get started. 

I might say that this morning the committee has only one objective, 
and that is to try to get as comprehensive a picture as possible con- 
cerning storage facilities and, also, policies which are being followed 
in the utilization of those facilities. 

We are pleased to have with us this morning Mr. Walter Berger, 
Administrator of the Commodity Stabilization Service; Mr. Clarence 
Palmby, Associate Administrator of the Commodity Stabilization 
Service, and Mr. Forest Beall, Deputy Administrator for Price Sup- 
port of the Commodity Stabilization Service. 

I understand that Mr. Berger has a prepared statement and I 
think we will begin by letting Mr. Berger give us that statement or 
speak from it in any way that you desire to proceed. 


1 
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STATEMENT OF WALTER BERGER, ADMINISTRATOR, COMMODITY 
STABILIZATION SERVICE, USDA; ACCOMPANIED BY CLAR.- 
ENCE D. PALMBY, DEPUTY ADMINISTRATOR, COMMODITY 
STABILIZATION SERVICE, USDA; FOREST BEALL, DEPUTY AD. 
MINISTRATOR FOR PRICE SUPPORT, COMMODITY STABILIZA. 
TION SERVICE, USDA 


Mr. Brercer. Mr. Chairman, I would like to have permission to 
have Mr. Palmby, my associate, do the reading of the statement due 
to the fact that I have recently had a cataract removed from my right 
eye and I am still having a little problem of focusing correctly. So 
if I may have that permission, Mr. Palmby will read the statement 
for me. 

Mr. Jonrs. That is perfectly all right. 

Mr. Patmsy. Mr. Chairman, it is a pleasure to be here today to 
talk about the storage operations of the Commodity Credit Corpora- 
tion. This is a subject of major importance which the Congress has 
followed very closely for many years—and properly so. 

There are several legislative provisions which relate to our storage 
operations. I believe it is appropriate to quote some of the more 
important ones. The CCC Charter Act provides that the Corpora- 
tion may— 

* * * acquire real property or any interest therein for the purpose of providing 
storage adequate to carry out effectively and efficiently any of the Corporation’s 
programs, * * * Provided, That the authority contained in this subsection (h) 
shall not be utilized by the Corporation for the purpose of acquiring real property, 
or any interest therein, in order to provide storage facilities for any commodity 
unless the Corporation determines that existing privately owned storage facilities 
for such commodity in the area concerned are not adequate: Provided further, 
That no refrigerated cold storage facilities shall be constructed or purchased 
except with funds specifically provided by Congress for that purpose: * * * and 
provided further, That to encourage the storage of grain on farms, where it can be 
stored at the lowest cost, the Corporation shall make loans to grain growers 
needing storage facilities when such growers shall apply to the Corporation for 
financing the construction or purchase of suitable storage, and these loans shall 
be deducted from the proceeds of price support loans or purchase agreements 
made between the Corporation and the growers, * * * 

The Charter Act also provides that: 

In the Corporation’s * * * warehousing * * * or handling of agricultural 
commodities, the Corporation shall, to the maximum extent practicable, con- 
sistent with the fulfillment of the Corporation’s purposes and the effective and 
efficient conduct of its business, utilize the usual and customary channels, facili- 
ties, and arrangements of trade and commerce. 

In addition the Charter Act provides that State and local regulatory 
laws or rules, if inconsistent with, shall not be applicable to the con- 
tracts of the Corporation. This is important because it makes 
possible, for example, for CCC to enter into uniform grain storage 
agreements with a warehouseman in any State although grain storage 
in public warehouses is regulated in a large majority of the States and, 
needless to say, ware shouse re gulations and rules vary from State to 
State. 

Finally, the Charter Act provides that the CCC Advisory Board, 
which is appointed by the President of the United States, and which 
meets not less often than once each 90 days shall, among other things, 
review the policies of the Corporation with respect to the storage of 
commodities. 
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Secretary Benson, in an effort to bring home to the public the 
enormous size of CCC inventories, has mentioned in several of his 
speeches that the cost of storage alone amounts to a million dollars 
a day. The cost has now risen to $1,200,000 per day and after the 
takeover of the recordbreaking 1958 crop, is expected to approximate 
$1,750,000 per day. 

| have a table, which may be inserted in the record if you so desire, 
which shows our monthly storage bill based on January 31 inventories. 
The grand total for this monthly cost is $35,443,975.12, and this item, 
as large as it is, does not cover payments for storage made to farmers 
under the reseal programs while the grain technically, at least, still 
belongs to the farmers. i 

More than 90 percent of our storage costs are in connection with 
grain. We are paying to some 11,000 warehousemen who have uni- 
form grain storage agreements almost a million dollars a day for the 
storage of some 1% billion bushels of grain. This averages out, in- 
cluding one receiving and one loading out charge, at a little less than 
1.8 cents per bushel per month. 

With this very large amount of money involved, it is easy to see 
that the uniform grain storage agreement of CCC is a most important 
document. I would like at this point to review briefly its history. 
Such agreements have been in effect since 1940. They set forth the 
conditions and rates of payments that will prevail if grain is tendered 
to the warehouseman by CCC and is stored by the warehouseman. 
The agreements themselves, however, do not obligate CCC to tender 
any fixed amount of grain or the warehouseman to accept any grain. 
The agreement was revised in part or in total in 1942, 1946, 1950, 
1952, 1954, and 1956. Storage rates were changed in each of the 
above years, as well as in 1948 and 1949. 

Each of these contract or rate renegotiations was accomplished only 
after lengthy deliberation and many bargaining sessions between 
members of the grain trade and representatives of CCC. Repre- 
senting the grain trade at such negotiations were committees named 
by the industry to act for country warehousemen, terminal warehouse- 
men, and cooperatives. Participating on behalf of CCC were per- 
sonnel from the Washington office, the CSS commodity offices, and 
some of the ASC State offices. 

Extensive preliminary work was performed by CCC Washington 
personnel before any negotiation took place with the trade. New 
provisions which we deemed necessary to protect CCC’s interest were 
developed for discussion with trade representatives. 

Whenever it was decided that the contract or the schedule of rates 
should be renegotiated, we submitted our proposed changes to the 
CSS commodity offices and the ASC State offices. We also solicited 
from these offices any suggestions, comments, or recommendations 
they wished to offer on the existing agreement and rates or op our 
proposed changes in such agreement and rates. Information received 
from these sources was carefully evaluated, and the pertinent parts 
consolidated with our material into a draft of a revised agreement and 
schedule of rates. This initial draft was reviewed at a meeting with 
field office personnel. Suggestions for changes or corrections therein, 
which were forthcoming at such time, were incorporated and a second 
draft of the agreement and rates prepared. 
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Proposals embodying the recommendations of CCC Washington 
and field office personnel were tendered to members of the committee 
who had been designated to serve as negotiators for the industry, 
A meeting was scheduled with such committees for the purpose of 
discussing CCC’s proposals and to receive any proposals which the | 
trade wished to advance. Since this was the original meeting between 
representatives of CCC and the trade, it was not anticipated b 
either of the parties that full agreement would be reached on a 
matters presented for discussion. 

Following the initial meeting both parties devoted further study 
to the issues in question and prepared new proposals reflecting provi- 
sions and rates which they deemed to be necessary to the protection 
of their interests. These proposals were exchanged and the date for 
a subsequent meeting established. Every effort was made at such 
subsequent session to resolve any differences existing between the | 
two parties, but experience has demonstrated that complete success 
was usually not achieved at that time. As a result, further meetings 
were necessary, usually held a month apart. Additional draft copies 
of the revised agreement and rates were prepared following such 
discussion. 

After two or three such sessions, a meeting was held which was 
open to anyone in the grain trade who cared to attend. Notice of 
such meeting was given by means of a general press release issued from 
Washington. Persons in attendance were afforded the opportunity 
to present their views on any matters regarding the subjects under 
discussion. In recent years representatives from allied industries such 
as the railroads, truck lines, and so forth, also have been present and, 
in some cases, have participated. 

After the meeting with members of the industry at large, a final 
session was arranged with the respective trade committees. All pro- 
posed contractual changes and rate revisions were reviewed in their 
entirety at such time, and attempts were made to reach mutual agree- 
ment on all of the issues still unresolved. 

After concluding the meetings with the industry, which may or 
may not have produced mutual agreement on all points, the proposed 
agreement was prepared for submission to the CCC Board of Directors. 
If the CCC Board approved, the revised agreement and rates were 
printed in final form, and a supply thereof sent to the CSS commodity 
offices for submission to warehousemen. 

Experience with past agreements indicates it takes approxi- 
mately 7 months from the time negotiations are initially begun with 
the trade until they are finally concluded. We assume trade negotia- 
tors follow much the same procedure as does CCC in the preparation 
for contract and rate renegotiations. 

Bargaining, of course, never produces results which are completely 
satisfactory to all parties. It is anticipated and recognized that some 
compromising on the part of each side will result. We believe, how- 
ever, that in connection with the UGSA and rates paid thereunder, 
the results of such effort are generally more satisfactory to the parties 
involved than any other medium which might be employed. We also 
believe that, with few exceptions, CCC representatives throughout 
all the negotiations have been able to obtain contract provisions and 
rates favorable to the Government, and, at the same time, sufficiently 
acceptable to the trade to warrant their continued participation m 
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ington the program, and—this is very important—their willingness to con- 
nittee} tinue to expand plant capacity to take care of CCC’s increasing 
ustry.| stocks of grain. 
ose of There has been a considerable expansion of storage capacity of 
+h the| warehouses approved under the Uniform Grain Storage Agreement. 
tween (Capacity has more than tripled in the past 10 years. It rose from 
ed b 1,125 million bushels on August 31, 1950, to 3,550 million bushels on 
on al = February 27, 1959. Also, applications are pending for approval of 

some 44 million bushels of capacity at the present time. 


study I should point out that perhaps the term Uniform Grain Storage 
provi- Agreement is a slight misnomer since we have the country divided into 


ection five different areas with the storage rates for wheat and a few of the 
te for other grains being different in each area. In general the difficulty of 
such storing grain increases with the temperature and the humidity so it is 
n the easier and less expensive to store wheat in North Dakota than, say, 
uccess Tennessee. 
etings We also have developed uniform bean and uniform rice storage 
copies agreements along the line of the Uniform Grain Storage Agreement, 
; such taking into account the particular characteristics of these commodities. 
In addition to storing grain in commercial grain elevators, CCC also 
i WaS stores grain in its own bins and in empty ships in the reserve fleet. 
ice of CCC owns some 987 million bushels of grain storage capacity of steel, 
(from gluminum, and wooden bins located for the most part in the heavy 
‘unity grain producing areas. In accordance with the CCC Charter Act— 
under and we think this provision is very sound—we buy bins only if pri- 
ssuch  vately owned storage facilities are not adequate to handle our grain. 
tand, Jt has not been necessary for us to acquire bins in the last 2 years, and 
we hope to avoid it again this year. 
. final In comparing the cost of storing grain in the CCC bins and in the 
I pro- empty ships with the cost of storing it in commercial grain elevators, 
their — it is important to remember that the elevator operator guarantees 
agree- —_ the grade of the grain and must replace any that goes out of condition, 
or is lost through shrinkage or spillage. In our own storage the de- 
ay O terioration and shrinkage losses are, of course, for our own account. 
posed After discussing our storage of grain a look at our other storage 
ctors. — problems is an anticlimax. However, we do have important activities 
} were = and troublesome problems here also, although on a smaller scale. 
odity We have cotton storage agreements with some 1,300 warehousemen 
across the Cotton Belt from Virginia to California. Storage rates 
proxi- —_ vary from a low of 43 cents a bale per month for compressed cotton 
| with — which has been reconcentrated to a high of 51 cents per bale per month 
gotla- — for flat cotton in warehouses which do not operate compress facilities. 
ration §=—=»-—- Storage rates were increased 3 cents per bale per month at the begin- 
ning of the 1958 marketing season after having remained constant 
letely since 1952. 
some To the maximum extent possible CCC leaves cotton in the ware- 
how- house in which it was placed by the producer. In some cases it is 
inder, necessary to move cotton while it is still in loan status. Where this 
arties —_is necessary it is normally reconcentrated to the first available space 
ealso in line of transit. There is no reason to believe that there will be any 
ghout —_ overall insufficiency of cotton storage space this year. 
s and Tobacco storage is relatively cheaper than storage for any other 
ently | commodity. Hogsheads that contain about $750,000 worth of to- 
on m —_ bacco can be stored for 25 cents per month. In general, storage for 
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\ 
tobacco is arranged by the cooperatives that pledge it to CCC under / 
the price support program. Because of our interest we do, however, | 
supervise this activity of the cooperative very closely. There are no 
pressing problems with respect to tobacco storage at the present time,|  ¢ 
and the amount of storage available at the prevailing rate is ample.) 

A cooperative also arranges storage space for naval stores. Rosinig - 
stored in the open in galvanized steel drums, and turpentine is stored 
in bulk tanks ranging in size from 7,200 to 459,000 gallons. Turpen- 
tine storage rates were reduced in 1949, and rosin storage rates were 7 
reduced in 1954. There have been no changes in rates since these c 
dates. 

CCC enters into contracts with approved commercial warehouses 
for the storage of butter, cheese, and nonfat dry milk. About 85 per- 
cent of our acquisitions of these commodities is in the midwest. C 
Normally our stocks are stored as near the point of acquisition as , 
possible, which is usually near the point of production. 

We pay the commercial storage rates, and speaking generally these 
are lower in the Midwest than elsewhere and are lower in Wisconsin 
than in Minnesota and Illinois. 

Peanuts may be stored either in the shell or shelled. If stored 
shelled they must be placed in cold storage. Peanuts in the shell 
are quite susceptible to insect damage. On the other hand, shelling 
and placing in cold storage is relatively expensive, especially if the 
peanuts are to be used for the production of peanut oil. A problem 1 
with respect to the handling of shelled peanuts is that most cold 0 
storage facilities are not located within the peanut production area, 
This entails some backhaul if they are ultimately sold for domestic 
crushing. On the other hand, cold storage facilities are located at 
points which are advantageous if the peanuts are ultimately moved 
to Canada. - 

There are no immediate problems with respect to storage of honey, 
tung oil, and cottonseed oil. The volume of these commodities owned 


by CCC is small, and regular commercial rates are paid for storage. t 
If, however, there are any questions on these items we shall be most © 
happy to attempt to answer them. 

In conclusion, I should like to point out that CCC has disposed of . 
a record volume of commodities in recent years. For the last 3 years, 
the export of food and fiber from the United States has been at an a 
all-time high average. 

Despite having used every available means to dispose of CCC x 
commodities as rapidly as possible, we have been required, under I 
our price support operations, to acquire new stocks at an even more k 
fantastic rate. Our storage problem will continue to grow in volume 
and complexity until a means is found to reduce our intake of com- e 
modities, or to expand still further our present comprehensive sales k 
and disposal programs. If ideas for the improvement of our opera- Q 
tions come out of these hearings, we shall certainly welcome them. i 

Mr. Jones. Thank you, Mr. Palmby. t 

Now you suggested including in the record this table showing the f 
quantity and the price support inventory. That is what you were ( 
referring to, I believe. Q 

Mr. Bercer. That is right. 

Mr. Jones. So, without objection, that will be included in the s 
record. V 
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GRAIN STORAGE 7 


(The document is as follows:) 


U.S. DEPARTMENT OF AGRICULTURE, CommMopITy CrEDIT CORPORATION 


Quantity in price-support inventory at Jan. 31, 1959, and approximate storage cost 




















for 1 month 
Storage per | Storage for 
Commodity Unit of measure Quantity unit per 1 month 
month 
Cotton: 
Cotton, extra long staple...........-. 33, 099 $0. 38 $12. 577. 62 
Pn, NE. ccchqcncesssquauacadubaoue i 1, 519. 212 . 38 577, 300. 56 
Dairy: 
Butter. ..-.- tnieatpe etapa 48, 848,010 . 001818 88, 805. 68 
PM .<ceediticcuurncuhusceueeee 12, 472, 884 . 00143 17, 836. 22 
Milk, dried........ oShnnengainbaas 121, 922, 748 . 000666 81, 200. 55 
Grains: 
RI Sis sicriasescinsach iets otaeeeaiete behets 70, 453, 720 . 016156 | 1, 138, 250. 30 
Some dry edible....................| Hundredweight..- 12, 791 . 03 383. 73 
Corn (commercis al), 40 percent........ We ctheceditens 526, 971, 779 . 01574 8, 294, 535. 80 
Corn (bin stored), 60 percent.........|..-..- eee eee 633, 473, 000 . 00908 5, 751, 934. 84 
INS 14 nc htne sine aiaeeenn otnatiimies tamanie ich nk crits 59, 067 . 01838 1, 085. 65 
Grain ae dit ciliaibihd nakideheameid Hundredweight...| 159, 858, 800 . 03199 5, 113, 883. 01 
Oats. sales oidigthts dain intadegeapg ied 25, 848, 161 . 012129 313, 512. 34 
Rice, milled. Seo caine Hundredweight- os 4, 442, 632 . 0517 229, 684. 07 
Rice, nna apie iniplahgn attddinge cits oc a dawkgandie 2, 263, 600 . 0517 117, 028. 12 
Rye... Sdsdawe babeswheeeyuéithiten|) Ams chiibmedhind 1, 996, 552 . 017915 35, 768. 23 
Soybeans. puliba a bb ecbbbvewaduadadendted GOinti witdaeens 12, 717, 778 - 117915 227, 838. 99 
Wheat (storage Sa ae irene <lntatanediseie 715, 100, 278 . 017915 | 12,811, 021.48 
I isnt 20 2 ncaa eraineeietae tame Piictessosscsae 52, 381, 890 . 01112 582, 486. 62 
Naval stores: 
Og ee eee. 509, 683 . 03 15, 290. 49 
Turpentine (50 anne 26 ddwcdndaass| MEeebbisonsade 12, 772 -10 1, 277. 20 
i a caer nities elias UE uninteapiisansnte 11, 637, 521 . 00025 2, 909. 38 
Oils and peanuts: 
Cottonseed oil, crude__._- Sendai vied aivd ae ae 20, 216, 312 . 000325 6, 570. 30 
NR G0) COMINGS. . ocnncccosmssolootedtventcdpeeaten 11, 313, 052 . 000325 3, 676. 74 
Peanuts, farmers’ stock. .....-- ech Lis die atesckinddon 13, 668, 448 . 00035 4, 783. 96 
a niente siti ei cent ehenattell 18, 890, 726 . 00035 6, 611. 75 
0 SE SRE re |e A cicdpeb bok email 25, 738, 305 . 0003 7, 721. 49 
Sh shucnescsnckusnsuiesoensoen 35, 443, 975. 12 


Mr. Jones. Now I want to start here with some questions relating 
to your statement and then I have other questions [ will go into later 
on. 

Now on page 3, down about the middle of the second paragraph, 
where you say: 

The agreements themselves, however, do not obligate CCC to tender any fixed 
amount of grain or the warehouseman to accept any grain. 

Now I don’t quite understand that statement because it is my 
understanding that you did have some agreements with private ware- 
houses guaranteeing them a certain amount of commodities that would 
be stored when that elevator capacity was built; is that true? 

Mr. Bercer. That would have been under a special agreement 
entered into about 3 or 4 years ago. We had some new construction 
built for which we did guarantee that we would maintain a certain 
amount of their capacity with CCC grain—say approximately 60 
percent. I believe most of them are on a basis of about 60 percent, 
that we would maintain 60 percent of their capacity with CCC grain 
for a certain period of time. However, that program has been dis- 
continued for at least the last 2 years and we have been able to 
get new construction without that sort of a guarantee 

That was outside of the uniform grain storage contract. It was a 
special agreement to get construction at that time in certain areas 
where additional storage was needed. 











8 GRAIN STORAGE 


Mr. Jones. Now that is what makes it confusing. You say: 


The agreements themselves, however, do not obligate * * *. 


Now are any of those agreements that were originally made prior to 
the 2 years ago, are any of those agreements still in effect? 

Mr. Beraer. I would have to double check. Is there anybody 
that can answer that? 

The information that my assistant, Mr. McMahon, who handles 
the uniform grain storage contracts for us, gives me is that there are 
approximately 150 that will be running out very shortly, in a matter 
of days, and that there would still be approximately 200 such contracts 
still in existence that have not reached the termination date. 

Mr. Jones. Well, what was the usual term of the agreements that 
you made with the private warehousemen guaranteeing them storage? 

Mr. Bercer. Wingate, could you answer that? 

This is Mr. Wingate Underhill, assistant to Mr. Beall, and I think 
he is quite well acquainted with the contracts. 

Mr. UnpERHILL. The first programs were for only 2 years. Later 
we had some that went further, I believe, up to 5 years. 

Mr. Jones. In other words, 5 years was the longest term of any 
contract agreement that you had with any elevator or warehouse? 

Mr. UnpERHILL. That is the way I remember it. 

Mr. Jones. Now what was the term of the agreement? Mr. 
Berger mentioned the fact that some of them provided for a guarantee 
of 60 percent of capacity. Now were any of them for a more favorable 
figure? 

Mr. Unperuitu. The original 2-year agreements guaranteed 80 
percent occupancy, but were only for 2 years. When we expanded 
that to 5 years, it was a smaller percentage capacity guarantee, 
probably 60 percent. 

Mr. Jones. Are any of those 80-percent agreements still in effect? 

Mr. UnpeRHILL. They have all run out. 

Mr. Jones. They have all run out? 

Mr. UNDERHILL. Yes. 

Mr. Jones. Well, I wonder if you could tell us—you say you have 
have about 200 contracts that will still be in effect after about 150 
expire. Could you give us some idea as to the capacity of the ware- 
houses where you do have those 200 contracts? 

Mr. Unperui.. I will have to call on Mr. McMahon for that. 

Mr. McManuow. I could only guess at it. 

Mr. Jones. Could you furnish that information for the record a 
little later? 

Mr. Bercer. We would be glad to furnish that for the record for 
you and we would also be glad to furnish copies of the type contract 
that was used. 

(The data referred to above is as follows:) : 
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GRAIN STORAGE 9 


1953-54 Occupancy ConTRACT PROGRAMS 


Under date of August 17, 1953, the Department of Agriculture announced that 
storage use guarantees would be made to responsible commercial firms, including 
cooperatives, in order to encourage the construction of _additional commercial 
storage facilities for grain in areas where additional facilities were needed. 

Three alternative plans were offered under the occupancy contract program 
under which Commodity Credit Corporation guaranteed the use of commercial 
grain and oilseeds storage facilities constructed under the program, if occupancy 
of the facility fell below certain levels. These plans were as follows: 

Plan I: CCC agreed to underwrite up to 75-percent occupancy for 3 years 
and 40 percent for the next 2 years. 
Plan II: CCC agreed to underwrite up to 60-percent occupancy for 5 years. 
Plan III: CCC agreed to underwrite up to 50-percent occupancy for 6 
ears. 

CCC did not finance the construction of any of the facilities constructed under 
this program, but limited its participation to underwriting occupancy of the 
facility. The occupancy contracts do not provide for automatic yearly payments 
for storage, nor do they require that CCC use the facilities for storage of CCC- 
owned grain. The contracts further require that storage facilities under the 
program must be operated as commercial public warehouses under the uniform 
grain storage agreement. Under the provisions of the contract, all grain stored, 
regardless of ownership, counts as occupancy of the facility under contract. 

he closing date for submission of applications under the 1953 program was 
September 30, 1953. 

he occupancy contract program was reopened under date of May 28, 1954, in 
order to encourage the construction of additional public facilities in those areas 
in which there remained a shortage of storage space. This was a continuation of 
the 1953 program and the same contract was used, with the same provisions, plan 
numbers, etc. The closing date for submission of applications under this reopened 
program was August 20, 1954. 

The yearly rate per bushel for unused space under the occupancy contract is 
75 percent of the annual applicable wheat storage rate prevailing during the 
contract year under the uniform grain storage agreement in the area in which the 
facility is located. These rates in the various areas under the uniform grain 
storage agreement are as follows: 


Area I: 75 percent of 15.695 or 11.771 cents per bushel. 
Area II: 75 percent of 16.425 or 12.319. cents per bushel. 
Area III: 75 percent of 16.790 or 12.593 cents per bushel. 
Area IV: 75 percent of 17.155 or 12.866 cents per bushel. 
Area V: 75 percent of 17.885 or 13.414 cents per bushel. 


Under the 1953 occupancy contract program construction of a total of 285 
facilities, with a total capacity of 147,308,140 bushels, was completed at the final 
cutoff date of July 31, 1955. Under the 1954 program, construction of a total 
of 137 facilities, with a total capacity of 39,288,255 bushels, was completed at the 
final cutoff date of March 31, 1956. 

As of February 28, 1958, the number of active 1953 occupancy contracts had 
been reduced to 219, with a total capacity of 127,734,086 bushels; and the number 
of 1954 contracts, reduced to 114, with a total capacity of 34,816,147 bushels. 
The differences between the number of contracts initially firmed up and those 
active as of February 28, 1958, are due for the most part to the large number of 
warehousemen who requested cancellation of their contracts. The number of 
contracts will be further reduced shortly when approximately 150 will expire. 
The remaining active contracts under the 1953 and 1954 programs are listed on 
the sheets attached. 
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Active 1953 occupancy contracts 


Name of warehouseman 








j 
| 
| 





Location 











Contract | Pten Occupancy 


capacity of 





No. 


C WWOWWWWOwWOwOwww wut 


level 
guarantee 


eee 


163, 900 
99, 750 
251, 950 


69, 500 
118, 000 
48, 650 
248, 150 
152, 700 
42, 500 


guSsseg Seseeeees 


25, 000 
313, 400 
500, 000 


59, 500 
29, 050 
48, 900 

100, 200 
235, 650 
80, 100 
468, 900 
93, 300 
92, 950 
67, 750 
262, 400 
142, 900 
100, 000 


78, 250 
96, 800 
200, 000 
57, 600 
100, 000 

2, 450, 050 
384, 050 
167, 250 
110, 200 
125, 000 
126, 000 
241, 950 
f07, 450 
455, 400 
371, 800 
333, 400 
87, 450 
26, 143, 650 


| 


facility 
Bushels 
Casa Grande warehouse... ................. Arizona: Casa Grande- --..- 327. 800 
eS ee } Arkansas: Morrilton__....-- 199, 500 
Indiana Grain Cooperative — Indianapolis......- | 503, 900 
| Iowa: 
eis Diovan re SIE cca eae 139, 000 
Blencoe Cooperative Co_...............-.-- MIC tn Scenes 236, 000 
Farm Service Blovater. ie Scat! a nO noice okt 97, 300 
BOOT esac cndonneeacs 496, 300 
it icbarichbnchahece 305, 400 
CN iat acre 85, 000 
Woolstock - ............. 227, 700 
Farmers Cooperative Elevator...---.----_- Rockwell City. -.....--.. 234, 500 
Dayton Cooperative Elevator..........-.--| Ree Sl Se Tc 125, 000 
Farmers Grain Deliverers Association. ____- Des Moines.........-... | 4,355, 500 
ey GPG 5 adic se tcdikiescndbeous ...do SF nekdtenhaaes 250, 200 
Mitchellville Cooperative. ..............--- | Mitchellville.._--------- 242, 000 
ees eee ee | TN cia icc enthensines 145, 000 
| Kansas: 
Arkansas City Flour Mills.............---.- Arkansas City. -...-...-- 921, 600 
Bowersock Mills & Power--.........-...-.- a tis cctenpebannedts 320, 800 
Buchman Seed & Feed Co.....--...-------. | tase, Baad inusininasiess 215, 000 
Ee op iceccpuiiénctdhosinnck PR chien ttiacbasen bee 2, 500, 000 
ee ee iaaead | Tn i, nn cccrarekteieiotues | 14, 000, 000 
Dodge City Terminal Elevator --........-. | BG CR ccnnvanscsud 460, 400 
a rr ee | RE RS RE 200, 000 
DR ONG sw caine cctccdsie duce a, 457, 900 
ie il atin ten donknechsvowsliisd | ei nk dinktidabosbeded | 281, 700 
Farmers Elevator & Merchandise Co- ~---| SSE EEE 266, 800 
8 fg OU eee eee EID apnincnbwabais 282, 100 
Herkimer Cooperative Business Associa- ai ie ta | 125, 000 
tion. 
Jomirenens & JOCK... nce grcectsccececes iia nctasbiuinthien 465. 100 
Kansas Soya Products Elevator___-.......- | ieee 477, 000 
Kellogg Farmers Union Cooperative. ---..-.- | Kellogg -..-- ca eke 122, 000 
Vee Manns ey 0G BIR G } cic cosiewersincd<ni= | SNIDD. ittantundaoskince 200, 000 
Wakeeney Cooperative Association _--....- Wakeeney _..-.....---.-- | 236, 000 
EE I, BR oe neem cnwncecoes é Ce ee 96, 500 
Western Terminal Elev Reeraae ee Hutchinson oe eR 483, 700 
Michigan Elevator Exchange. ......-..-.-. Michigan: Lansing _.---- 2, 980, 300 
A-D-M River Terminal.....-.......--.. ..--| Minnesota: St. Paul.....- | 2,000, 000 
| Nebraska: 
Edison Non-Stock Cooperative -_..-....-..- Edison..-.--.-- — 160, 000 
Farmers Cooperative Association _-_......-- aed on aimereel 119, 000 
ee ee ee a SN go 5 a Drstscoatdeinvee 58, 100 
Farmers Cooperative Co-__-...........-.-.-- RRO din cts dncbweanard 97, 800 
Farmers Cooperative Elevator. -_-.---.--.-- Murdock : naigl 200, 400 
Fremont Cake & Meal Co-__------ Locgekot Spee eee ee oes | 471, 300 
RAINE TE TN ed Lincoln a 160, 200 
Koehler Elevator _..--..--.--.------------| SN en Reith ineadl 50, 000 
Monfort Elevator. Oosad......- Ss ee 626, 800 
Producers Grain Co. ; Ree eh 0 ahd EES J EE cidcdentdeassacenel 1, 000, 000 
| Oklahoma: 
Farmers Cooperative Association _..._. Alva : ; | 937, 800 
Farmers Cooperative Elevator Co-..- Marshall._-- isseenel 186, 600 
Permere weeeter Oe... os. inccecccuscees< | Lahoma... | 185, 909 
BE. B, BeoNets Cirein Oe. ..<.cncccncacccne seb piald sdk dvwonin be 135, 500 
se ccmeupabenwaaetl eo oa 524, 800 
ON SS = Sa a as ee ee Hough... ..--- 325, 800 
ET OS Re et ee eee ae COT Blok csc ndeucec- 200, 000 
| Texas: 
ok co condeucws Lio. ae 156, 500 
eo ee eee Richardson. .........-..| 193, 600 
Darrouzett Cooperative Association__.---.- Darrouzett_._-_- | 400, 000 
Etter Grain Co., Inc-- iesktenaeae Etter 15, 200 
Graham Mill & Elevator Co..-.----------- Stamford ____- 200, 000 
ON ee ere Fort Worth 4, 900, 100 
Interstate Grain Corp_. saannee ..do 768, 100 | 
Kerrick Elevator Co : Kerrick 334, 500 
Kimbel! Flevators Co - Hale Center 220, 400 
Macon Elevator Bovina it 250), 000 
Manford Mill & Elevator_- Smiley 252, 000 
Morrison Milling Co_- Denton 483, 900 | 
Pittman Grain Co-._-- cabin ‘ Hereford 1,014, 900 | 
Sherley Grain Co Bovina 910, 800 
Sherley-Anderson-Pitman_..--- 5 Farwell. . 743, 600 
Stratford Grain Co Lautz £56, 800 | 
J. R. Parker & Co., Inc_- Virginia: Providence Forge 174, 900 
Subtotal _- ; RAT Fae 52, 287, 300 
NOTE.—1953 occupancy contracts under plan 3 became effective June 1, 5954, July 1, 1954, or Aug. 1, 1954, 


depending on harvest dates in the respective States, and will expire 6 years from these effective dates. 
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Unit 
Sods 
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0.1 
Lyo 
Wol 
Bad 
Bow 


Car: 
Cra’ 
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Far 


Fari 


PER RPE SESPSSS SASS 
SESE SRSSESSSSSSE 


13, 400 
00, 000 


68, 900 
93, 300 
92, 950 
67, 750 
62, 400 
62, 900 
00, 000 


78, 250 
96, 800 
100, 000 
57, 600 
100, 000 
150, 050 
384, 050 
L67, 250 
110, 200 
| 25, 000 
| 26, 000 
241, 950 
"()7, 450 
155, 400 
371, 800 
333, 400 
87, 450 
143, 650 


L, 1954, 
Ss. 


Holman Bros., 


Farmers Grain Elevator_.....-- 


Stockton Elevator..-....-...-- 


Farmers Union Elevator......- 
Sedgwick Grain Co-_-----..----- 
Union Cotton Oil Co-..........- 


Soda Springs Elevator, Inc--_-- 
Stegner Grain & Seed ees... 


Union Seed Co- 


Midland Grain Co_....-....-.-.- 


O. L. Barr Grain Co., Inc__.--- 


Lyon & Greenleaf Co., Inc_--- 
Rockport Grain Co., Inc. 


Wolfe Grain Co., Inc__-....---- 


Badger Cooperative Elevator Co 
Bowles Grain Co-............--- 


Carson Flevator 
Crawford Elevator. 


Farmers Cooperative Association... stencil Lad 


Farmers Cooperative + eet 


ae 
Sa Ss ee Shin 
ck ie 


Farmers Cooper: ative Elevator Co-- 


Farmers Elevator Co__..--- 


Farmers Cooperative Soc iety. bea 
Farmers E levator C "Pe ot 
Geneva Grain & Lumber Co.__- 


Good Seed & Grain Co- 


Klemme Cooperative Grain Co... 


Langren Grain Co., Inc.--. 
Milligan & Son. -- 

E. A. Milligan & Son. ‘a 
Allen T. North Grain Co-.-- 
Reid Grain Co. ' 
Rhodes Lumber Co 
Schroeder Elevator Co. 
Terminal Grain Corp... 
Whitmore Grain Co_....--- 
Wilson Grain Co., Inc 


Baldwin Grain Co., Inc.. 
Bondurant Grain Co-.. 
C-G-F Grain Co . 
Cooper Grain, Inc_.-. 
Derby Grain, Inc. 


Farmers Cooperative Grain Association 
Farmers Cooperative Shipping Association. 


Frieling Grain Co., Inc..... 
Johnson Grain Co 

Lewis Cooperative Co-..- 
Lueck Grain Co. . 
Marshalls, Inc... 
Morrison-Gregg- Mitchell. _- 
New Era Milling Co- 


Partridge Cooperative Equity Exchange..--| 


Riffe Brothers Co.. Inc 
Scott City Grain C o., Ine 
Winchester Grain Co_. 
Ivan Woolsoncroft 


James C. Ellis Grain Co-_-_- 
Henderson Elevator... 
Snover Grain Co 


Burdick Grain Co 
Farmers Elevator Co 
Miene sota Malting Co 
Valiey Grain Co 
Ruleville-Drew Grain Elevator 


Rea Grain & Feed Co 
Halferty Bros., Inc 


Grain Elevator... 
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Active 1954 occupancy contracts 














Contract | Plan | Occupancy 
Location capacity of | No, level 
facility guarantee 
Bushels 
ts Alabama: Hartford._......_- 183, 900 1 73, 560 
California: 
i ncciaancesinateiel Dufour Siding__---....-- 114, 800 1 45, 920 
cbiduaned anew Stockton................| 1 666, 500 3 833, 250 
Colorado: 
se ae a SR SE 483, 700 3 241, 850 
niente oheewibed | ae 38, 800 1 15, 520 
Sle ie Georgia: Fitzgerald.......... 157, 000 2 94, 200 
Idaho: 
oat aia Soda Springs...........- 80, 000 1 32, 000 
osonennaane Grangeville. ...........- 236, 900 2 142. 140 
ciebiaitatieeaeil TS acrativoncwainee 353 200 1 141, 280 
opareresness pe ee 70, 000 2 42, 000 
Indiana: 
hse dedkiod Bicknell. 47, 000 2 28, 200 
Sa 200, 000 1 80, 000 
Gs elpiscnnieen 95, 600 1 38, 240 
Sanat Shipshewana-.-........- 96, 800 1 38, 720 
Iowa: 
Fe daeeheesd NR i dita tocnncneenns 241, 700 2 145, 020 
Sansa eau PE ivehcabvenpesbanen 28, 500 2 17, 100 
SP conkiensaneedaed 22, 100 2 13, 260 
cae BA AMITO ccsvcacomenar 149, 400 : 74, 700 
Boyden....... pasweseans 100, 000 3 50, 000 
a NS RE eee es 241, 000 3 120, 500 
jbuweetes . SR doccthecedantesiu 240, 000 3 120, 000 
pine deena COR sc nitnssuncqneet 236, 100 3 118, 050 
MET m-anabosncsoetents 234, 200 3 117, 110 
a ig ee 216, 900 2 130, 140 
ts IN Sn a cnctlciedichiaitiniaine 238, 800 3 119, 400 
a atalainaslh I ED ccdb vbscpdguces 50, 000 2 30, 000 
pani gemdbaie ED... Sttpenacbonwets 190, 000 1 76, 000 
adh aualicers Pi cascebedeeiienain 248, 900 1 , 560 
samnntaieal iid oisuwnecican 70, 000 1 28, 000 
| Hamburg. -. 27, 900 2 16, 740 
| Klemme.. --.. 160, 000 3 80, 000 
Onawa.. 237, 100 2 142, 260 
Grand Junction. 20, 000 1 8, 000 
am ES 95, 600 3 47, 800 
Vail... a 139, 600 3 69, 800 
Hamburg... >=] 60, 000 3 30, 000 
| Rhodes__....- 53, 900 1 21, 560 
Wall Lake... 77, 000 3 38, 500 
Sioux City_- | 900, 000 3 450, 000 
Coin... 36, 000 3 18, 000 
Percival _.. | 38, 900 3 19, 450 
| Kansas: 
| Baldwin... | 186, 100 2 111, 660 
| Ness City- ees ee ae 86, 750 
| Atchison... -- ------| 2,600,000 | 3] 1,250; 000 
Colby...-- ; 581, 000 2 348, 600 
| Lawrence. .. 380, 000 2 228, 000 
| Durham.... 142, 300 1 56, 920 
Clifton... ‘ 199, 000 2 119, 400 
Gaylord... ----| 191,300] 3 95, 650 
Jennings. - at 150, 500 2 90, 300 
|  Lewis_ ....| 320, 900 2 192, 540 
| Netawaka_.. 86, 300 2 51, 780 
| Clay Center_.... | 189, 900 3 94, 950 
Norcatur eel 63, 600 1 25, 440 
Arkansas City... stein 319, 300 3 159, 650 
Partridge. .... 194, 700 1 77, 880 
Copeland... 329, 400 3 164, 700 
: Scott City... 500, 000 1 200, 000 
| Denton... 245, 000 2 147, 000 
| Centralia.__- | 251, 600 3 125, 800 
| Kentucky: 
Henderson -- ------| 1,000,000 1 400, 000 
do ie a 325, 000 1 130, 000 
Michigan: Carsonville 100, 000 | 1 40, 000 
Minnesota: 
| New Ulm.. inde 425, 000 2 255, 000 
Elmore 177, 102 2 196, 261 
Cannon Falls Fore 209, 190 | 1 83, 676 
New Ulm 75, 000 1 | 30, 000 
Mississippi: Drew... 226, 600 1 90, 640 
Missouri: | 
Rea ; ; 57,000} 1 23, 160 
Dearborn 41,800! 31 20, 900 
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Active 1954 occupancy contracts—Continued 





























esas spn i shh sen 
Contract | Plan | Occupancy 
Name of warehouseman Location capacity of | No. level 
| facility guarantee 
| Nebraska: | Bushels 
CeaeP Guele Oo. i. ....-.--.--- 200 aides | 6,135,000} 3} 3,067, 509 
Farmers Cooperative Business Association _| OE 320, 060 2 192, C00 
Farmers Cooperative Grain Co___........-- PE Anccenptnecncnene | 243, 200 2 145, 920 
Farmers Union Cooperative Association. _- Greenwood.__........... | 266, 900 3 113, 450 
Pemmeont mesvecer ©0......<.........-...-.. PCa ck dontennunee | 1,000, 000 2 600, 000 
Hubbell Farmers Elevator Co___........--- SE. ..ocksbenwonues 17, 000 1 6, 800 
Monroe Grain-Alfalfa Co___.........-..-.-- seo 152, 000 3 76, 000 
OS Se a eee | Beaver City............- | 150, 000 2 90. 000 
St. Edwards Farmers Union_._._--------_-| Pe ID. on cncecccecs! 142, 767 2 85, 660 
Scribner Grain & Lumber Co__.._......--.- | ET... ....becoesseeess | 40, 200 | 3 20, 100 
eee woe Cartan Oe s ... ececcnvccce South Sioux City. __.._- 182, 000 | 3 91, 000 
Strang Lumber & Grain Co___-_.__- ae Sa } 39, 900 3 19, 950 
[LU ee eee Minden..-_-_-- .--| 1,000,000 2 600, 000 
SID MEOUIN AID 6 cc ndenceonceweccosccon New Mexico: Lovington_- 189, 900 | 3 94, 950 
|} North Dakota: "| 
City Elevator__....-.- peecheehout ND. oGicciteccmnt 80, 000 2 48, 000 
Jamestown Terminal Elevator_____. Jamestown ane 5 454, 102 | 2) 272, 461 
©. J. Thoreson Elevator..................- York__- seas 32, 000 | 2 19, 200 
Ohio Grain Co............---...-----------| Ohio; Marysville___-- ----| 500,000; 2 300, 000 
Oklahoma: 
SY SUID, tks oe nséscteccbecs CL, <sccbssscesn aban | 273, 000 2 163, 800 
eee Bae SN... caucsuancact 95, 500 | 2 57, 300 
Farmers Union Cooperative E xchange ot OS =e — 197, 300 | 2 118, 380 
Hillsdale Equity cae wbevaesewee Hillsdale pstuctesenid 198, 400 2 119, 040 
Killgore Elevator Mish ttueceticseekhes IND «cc csceccsclal 77, 886 | 2 46, 732 
MeAlester Oi] Mill Co a i MeAlester __.... Se 88, 200 1 35, 280 
Planters Cooperative Association mas Lone Wolfe eahaeesas 188, 800 1 | 75, 520 
Roger Mills Cooperative Association ------ 0 ES eee ee 210, 000 | 1 84, 000 
South Dakota: | 
Christensen Grain Co_.._-.....-- attebeands | Chamberlain. .......--.- 150, 000 | 1 60, 000 
Consumers Supply Co., Inc___.......-.-_-- WP  ecsadécccucctas 200, 000 | 3 100, 000 
Craven Farmers Elevator Co see Craven a ; 60, 000 | 1 | 24, 000 
Farmers Cooperative Co_-...-...-- ceaghbs Brookings... .- st 215, 000 2 | 129, 000 
Dyer County Grain Co___.-.....-- Tennessee: Dyersburg-_--_----| 248, 000 | 2 148, 800 
Texas: 
S. E. Cone Grain & Seed__.......-.--- : MEEK. .ccccccccccuss 883,000 | 3 441, 500 
Conway Wheat Growers, Inc_-_-.__- Conway pibeececsad 194, 000 | 3 97, 000 
Graham Mill & Elevator Co__.........-.- ET a tcckbubach esas 103, 600 3 51, 800 
Hamilton Grain Elevator --_-..........-..--- PR veticenskisnicnoke 150, 000 | 1 60, 000 
Lark Elevators____- Esch mane O° eS baas 242, 800 | 2 145, 680 
Miami Feed & Grain, Inc___- b inneas = Miami s iad 140, 000 1 56. 000 
Moore Elevator._-.-...--- Keene Hamlin ns cncmeos 470,000 | 2 | 282, 000 
Murrav Grain Co .........-..-.-.- naaie McGregor. _...-- aaieei 211, 400 3 105, 700 
Universal Mills, Inc. : ae Fort Worth_.. : 405, 200 | 2 | 243, 120 
Valley Grain & Elevator Co_- re Combes sions ee 350, 000 1 | 140, 000 
TE SEED. obs wate. ncccnecs cons Placedo-.-......- Si 378, | 800 3 189, 400 
Subtotal 5 edi sian ocecdbiiuaegwhs Ik ekoneeaeme sasbisuecsecieae wae 455, 647 s 17,671, 590 
Grand total_-._--.- : i eteatetics steunoucn ; steel Se 742, 947 ine 43, 815, 180 
Note.—All 1954 occupancy contracts became effective on Apr. 1, 1955, and will expire 5 or 6 years from that 


date, depending upon the plan number designated by the warehouseman. 
As of Feb. 28, 1959, records indicate that CCC has paid out $221,270 in claims for unused space under the 


1953 and 1954 occupancy contract programs. 


Mr. Jonses. I am going to get to that in a minute. When you 
furnish that to us, would you give us the names of the people with 
whom you have the contract, the location of the facility and the 
contract capacity, the capac ity that you are contracting for, and also 
the rate of that storage? 


Mr. Brercer. That is the percentage of the capacity that we have | 


agreed to? 

Mr. Jones. That vou have agreed to and also the rate that you 
are going to pay for that. Now under those contracts, if you do not 
furnish the grain, vou pay for the storage whether it is used or not? 


That is the customary contract? 
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Mr. Brercer. That is correct. 

Mr. Jones. Now, do you have any instances where you have con- 
tracts where you did not use the storage, but where that storage 
might have been taken up by some other person and where the 
elevator or warehouseman had a double payment? Do you know of 
any instances of that? 

Mr. Beraer. I personally do not, Mr. Chairman, and I would 
certainly be glad to ask our people from the Grain Division, or we 
could look into it and we would be glad to put it in the record if 
there were any cases like that. I personally do not know of any. 

Mr. Jones. You would check that and give us a statement for the 
record, and if it did occur, where it was and what steps have been 
taken to eliminate the practice? 

Mr. Brereer. I think the storage situation has been such that I 
believe we have been able to keep them up to the minimum require+ 
ment in most cases. 

We know of no instances where double payments have occurred. 
The contracts provide that if the space is used by the warehouséman 
or his customers that relieves CCC of liability. The records of a 
warehouseman are audited by CSS auditors before any payment is 
made on a claim filed for unused space. In making such audits, all 
grain stored in the facility, both Government-owned and privately 
owned, is counted as occupancy of the facility under contract. “~ 

Mr. Jones. Now you mentioned the fact that you would put in 
the agreement. I think that we should have in this record the 
original agreement; that is, a copy of the original agreement and then 
add the changes that have been made from time to time.’ Now not 
being familiar with the agreement in the various years that, you have 
indicated here, I don’t know whether there is enough change to warrant 
trying to show the entire agreement each time it was changed. How 
long a document is the agreement? Do you have a copy of’ one of 
the agreements here? 

Mr. Unperruiiy. It is very lengthy. That would be a rather 
voluminous record. 

Mr. Jones. Now we don’t want to encumber the record with 
anything that is impertinent, of course. But I think we should have 
a copy of the basic agreement and then if you could indicate the 
major changes that were made from time to time, I think that should 
be in this record, also. Could you do that? 

Mr. UNDERHILL. We would be glad to, sir. 
ee Bercer. You are talking about going clear back to the original 
of 1940? 7 

Mr. Jonxs. I think we ought to have the basis we started on and 
then with the changes that "hens been made from time to time, so 
that the committee and anyone else who was interested in trying to 
review this program could follow the history and see what has 
happened during that period. 

_ Mr. Bercer. Mr. Chairman, I might say for the record that here 
is a printed copy of the uniform grain storage agreement as it stands 
today. It is 12 pages, a printed copy. 


38965—59—_— 3 
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(The data referred to above is as follows:) 


Commodity Credit 
Corporation Form-25 
(Revised 4-16-56) 
U.S. DEPARTMENT OF AGRICULTURE 


ComMopiTy STABILIZATION SERVICE 


ComMopbiItTy CREDIT CORPORATION 


Se 
UNIFORM GRAIN STORAGE AGREEMENT ! 

1. This Agreement, made and entered into this -_.-.-. day of -.-.---.-----.. : 
oases , by and between Commodity Credit Corporation, hereinafter referred to 
Oi EE UNIO Sig ome see c uno e eee eiuc su le ee ok Se : 
nT eee ee ee eee . 
hereinafter referred to as the ‘“warehouseman’’: 

WITNESSETH: 

2. WHEREAS, the warehouseman represents that he owns or operates the ele- 

vator(s) or warehouse(s) located in the State of _-_-_._-_-------------- and 


described on the attached “‘Schedule of Warehouses’’ and that such elevator(s) or 
warehouse(s) (the term ‘“‘warehouse’’ as used hereinafter refers severally to each 
of such elevators and warehouses and the rights and obligations of the parties hrre- 
under shall apply severally to each such elevator and warehouse), has the equi 
ment and facilities which are listed in his application(s) for approval under the 
Uniform Grain Storage Agreement for the receiving, handling, conditioning, ware- 
housing, storing and loading out of grain, and agrees that the statements made in 
euch application(s) for approval are hereby incorporated in and made a part of this 
agree nent, and that the statements made in any subsequent application for ap- 
proval of additional elevator(s) or warehouse(s) under this agreement shall likewise 
be incorporated in and made a part of this agreement; and 

3. WHEREAS, Commodity desires that the facilities of the warehouse be made 
available with respect to grain as defined in this agreement, owned by, or in the 
possession of, Commodity or any other agency of the United States under the 
general supervision of the Secretary of Agriculture, or in the possession of any lend- 
ing agency in connection with a loan made available by Commodity, or, as of the 
date of deposit, grain which is deposited in the warehouse by a producer, and later 
is delivered to Commodity under a price support ‘‘Purchase Agreement’’, or be- 
comes security for a loan made, or made available, by Commodity (such grain 
being hereinafter referred to as “‘the grain’’ or as “‘grain subject to the terms of this 
agreement’’): 

4. Now, THEREFORE, in consideration of the premises, the parties hereto cove- 
nant and agree as follows: 

5. AGREEMENT TO COVER ALL THE GRAIN ACCEPTED: All the grain accepted by 
the warehouseman shall be received, stored (if the grain is in storable condition) 
up to the capacity made available by him, conditioned, loaded out, billed and 
shipped as requested by Commodity or other authorized person and in aceordance 
with the provisions of this agreement and, in the case of warehouse charges pay- 
able by Commodity, in accordance with the applicable Uniform Grain Storage 
Agreement Schedule of Rates (hereinafter referred to as ‘Schedule of Rates’). 
The period for which all the grain shall be stored shall be at the option of Com- 
modity or the holder of the warehouse receipt, unless a limited period of storage 
has been agreed to by Commodity in writing. 

6. Basis ON WHICH GRAIN IS STORED OR HANDLED: (a) All the grain (except 
Commodity-owned grain from Commodity-owned facilities) of a storable quale 
accepted by the warehouseman (whether for storaze or for handling only) shall 
be deemed to be commingled with other grian and the responsibility of the ware- 
houseman with respect thereto shall be as if stored or handled commingled unless 
Commodity and the warehouseman have mutually agreed in writing, or by verbal 
agreement confirmed in writing, that the grain shall be stored or handled identity 
preserved. Grain subject to the terms of this agreement (except Commodity- 
owned grain from Commodity-owned facilities) of a non-storable quality shall 
not be accepted by the warehouseman for storage or for handling only except on 
an identity preserved basis unless Commodity and the warehouseman have 


! Portions in Italicized type do not apply to those warehouses where official weights and grades are not available. 
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mutually agreed in writing, or by verbal agreement confirmed in writing, that 
such grain shall be stored or handled commingled. 

(b) Commodity-owned grain from Commodity-owned facilities accepted by the 
warehouseman for storage or for handling only shall be deemed to be commingled 
with other grain and the responsibility of the warehouseman with respect thereto 
shall be as if stored or handled commingled, unless the warehouseman elects to 
store or handle such grain on an identity preserved basis and notifies Commodity 
to that effect prior to the movement of the grain from the Commodity-owned 
facility. 

(c) Unless otherwise directed by Commodity, grain subject to the terms of this 
agreement accepted by the warehouseman for direct transfer shall be handled 
identity preserved. 

(d) Grain subject to the terms of this agreement shall be deemed to be stored 
or handled identity preserved only if such grain is stored or handled strictly in 
accordance with the conditions prescribed in section I9(1). 

7. OBLIGATION TO MAINTAIN STOCKS IN WAREHOUSE: (a) Commingled: In the 
case of grain stored commingled the warehouseman shall at all times maintain in 
the warehouse indicated on the warehouse receipts and in which the grain was 
originally deposited for storage a stock of grain of the quantity, class, and grade 
and fairly representative of the quality which he is obligated to deliver under 
the warehouse receipts representing grain stored subject to the terms of this agree- 
ment. The warehouseman also shail at all times maintain in such warehouse a 
stock of grain which complies with the laws and regulations under which the 
warehouse is operated and which is of at least the quantity, class, and grade and 
fairly representative of the quality which he is obiigated to deliver under all 
outstanding warehouse receipts (including receipts representing grain not subject 
to the terms of this agreement) except to the extent that grain other than grain 
subject to the terms of this agreement is held in other positions in accordance 
with state statutes, or with regulations promulgated by state supervisory bodies, 
which expressly authorize such grain to be heid in other positions. 

(b) Identity Preserved: In the case of the grain which is stored identity pre- 
served, the warehouseman shal! at a!! times maintain the identical grain in the 
warehouse indicated on the warehouse receipt. 

8. DETERMINATION OF INBOUND WEIGHTS AND GRADES: The class, grade, 
quality and quantity of all the grain received into the warehouse (whether for 
storage, handling only, or direct transfer, and whether it is to be commingled or 
identity preserved) shall be determined on the basis of official weights and official 
grades at the warehouse location, if such weights and grades can be determined 
at that point. If official weights and official grades are not available at the ware- 
house location, the weights and grades shall be determined by the best available 
means at the warehouse location, and, upon the request of the owner of the grain 
or the warehouseman, the grades shall be determined by the grading laboratory 
maintained under the supervision of the Agricultural Stabilization and Conserva- 
tion State Office of the state where the warehouse is located, or any grading labora- 
tory qualified to issue official grade certificates, on the basis of a sample taken 
under the supervision of a licensed inspector, or a sample which the owner and 
the warehouseman agree to be representative. 

9. WAR#HOUSE RECEIPTS AND CERTIFICATES: (a) With respect to the grain 
which is accepted by the warehouseman for storage, the warehouseman shall upon 
receipt of the grain, or when grain in store is purchased by Commodity, issue, in 
form approved by Commodity, negotiable or nonnegotiable warehouse receipts 
as requested by the person entitled thereto, within three (3) business days follow- 
ing receipt of paid freight bills, weight and inspection certificates, and instructions 
concerning the issuance of the warehouse receipt, and shall indicate thereon the 
manner by which the grain was received by him (i.e., wagon, truck, rail, barge, 
ship, ete.). The warehouseman shall, if requested, make available to Commodity 
all available official weight and inspection certificates and poe certificates 
issued by an official protein laboratory or one approved by Commodity and, if 
requested, shall execute in such form as Commodity may prescribe a supplemental 
certificate to accompany the warehouse receipts, setting out all grading factors 
shown on the official inspection certificates and on the protein certificates. When 
official weight and inspection certificates and protein certificates issued by an 
official protein laboratory or one approved by Commodity are not available, the 
warehouseman shall, if requested by Commodity, execute in such form as Com- 
modity shall prescribe, a supplemental certificate to accompany the warehouse 
receipt setting out the class, grade, percentage of damage, test weight, foreign 
material content, protein content, splits, moisture content, and any other grading 
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factors affecting the quality of the grain, as determined in accordance with section 
8. If the grain has been dried or processed in accordance with the applicable 
price support regulations, a supplemental certificate shail be issued on the basis 
of the grade and grading factors after drying or processing, such grade and grading 
factors to supersede the original grade and grading factors. 

(b) With respect to the grain which is accepted by the warehouseman for 
handling only or direct transfer, the warehouseman shall execute a certificate, on 
such form as Commodity may prescribe, as to the quantity, class, grade, test 
weight, percentage of damage, foreign material content, protein content, splits, 
moisture content, and any other grading factors affecting the quality of the grain 
as determined in accordance with section 8. : 

10. RESPONSIBILITY FOR CONDITION OF GRAIN: (a) The warehouseman, at his 
own expense, shall take all necessary steps to keep all of the grain which is stored 
in the warehouse (whether commingled or identity preserved) from going out of 
condition, and shall condition any such grain which is out of condition or in danger 
of becoming so, to the extent he is equipped to do so, and if after such care and 
conditioning, the grain cannot be prevented from going out of condition, the ware- 
houseman shall immediately notify Commodity in accordance with the provisions 
of section 10(c)A hereof. ‘ack of equipment shall not excuse the warehouseman 
from liability for deterioration occurring prior to such notice. 

(b) The warehouseman shall promptly notify Commodity if anv of the grain 
which is stored identity preserved requires drying, or if any commingled grain 
with respect to which Commodity holds the oldest outstanding warehouse re- 
ceipts requires drying. If the warehouse is equipped with drying facilities, the 
warehouseman shall, if authorized by Commodity, promptly dry such grain, 
payment therefor to be made at a rate agreed to by ‘ommodity and the ware- 
houseman, except that no payment shall be made for drying which is necessitated 
by negligence on the part of the warehouseman. If the grain when deposited in 
the warehouse requires drying or processing to make such grain conform to the 
condition, grade, or quality described on the warehouse receipt or supplemental 
certificate, no payment shall be made by Commodity for such service, even though 
such drying or processing is performed at a later date. 

(c)A. If after the exercise of such care in receiving, storing, and conditioning 
of the grain as a reasonably prudent owner thereof would exercise, the yrain ean- 
not be prevented from deteriorating or going out of condition, the warehouseman 
shall immediately notify Commodity and accompany such notice with a written 
report setting out the bin or lot number, the approximate quantity of grain in 
each bin or lot, a list of the warehouse receipts covering the grain in each such 
bin or lot (under the oldest warehouse receipts rule, if the grain is stored com- 
mingled), by number, date, quality, and quantity, and the basis of his determina- 
tion that the grain is in danger of deteriorating or going out of condition. In the 
case of commingled grain with respect to which Commodity holds the oldest 
outstanding warehouse receipts, the warehouseman may also indicate whether 
he would be willing to store such grain identity preserved. 

B. In the case of grain stored commingled with respect to which Commodity 
holds the oldest outstanding warehouse receipts, Commodity shall, within five (5) 
business days after receipt of the report referred to in paragraph A above, furnish 
the warehouseman with a loading order for immediate shipment of such grain 
or with an authorization to transfer the grain to identity preserved storage, and: 

(i) If such loading order is furnished, settlement shall be made in accord- 
ance with section 13, except that Commodity shall not have the right to 
reject any of such grain if the warehouseman loads out the identical grain 
covered by the report. 

*(ii) If such authorization to transfer the grain to identity preserved storage 
is furnished and the warehouseman transfers the grain to identity preserved 
storage, settlement shall be made on the basis of an official grade determina- 
tion based upon a representative sample taken and on the basis of weights 
determined at the time the warehouseman transfers the grain to identity 
preserved storage. Values for settlement purposes shall be determined on 
the basis of cash prices current in the applicable terminal market as of the 
date the representative sample is taken but the warehouseman shall not be 
charged for quality deficiency resulting from breakage of corn, soybeans, 
and grain sorghums if such breakage was unavoidable and not the result of 
his failing to exercise due care or provide appropriate warehousing services. 
The warehouseman shall give Commodity, or its designated representative, 
if any, at least twenty-four (24) hours advance notice of the date on which 
he intends to transfer grain to identity preserved storage under the provisions 
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of section 10(c).. If the warehouseman gives such notice he shallmet;-be 
required to delay making the transfer beyond the time specified in such 
notice even though Commodity has no one present to supervise such transfer. 
Such transfer to identity preserved storage and the weight and grade deter- 
mination shall be at the expense of the warehouseman. Copies of the weight 
and grade certificates shall be furnished to Commodity promptly. 

(iii) In the event Commodity neither furnishes a loading order nor such 
authorization to transfer the grain to identity preserved storage within such 
five (5) business days, the warehouseman may transfer such grain to identity 
preserved storage in accordance with (ii) above and settlement shall be made 
as provided therein. 

(iv) If the warehouseman is unwilling to retain the grain in identity pre- 
served storage and so notifies Commodity at the time he furnishes the weight 
and grade certificates referred to in (ii) above, or if the warehouseman is 
unable to transfer the grain to identity preserved storage even temporarily 
and so notifies Commodity, Commodity shall furnish the warehouseman a 
loading order for such grain as soon as it can make reasonable arrangements 
for disposition of such grain. Commodity shall keep the warehouseman 
currently informed as to the approximate date on which it expects to furnish 
such loading order. If the warehouseman does not furnish the weight and 
grade certificates referred to in (ii) above, settlement shall be made in accord- 
ance with section 13, except that Commodity shall not have the right to 
reject any of such grain if the warehouseman loads out the identical grain 
covered by the report. 

(v) Commodity, if it so requests at the time of issuance of an order to 
load out grain under this section 10, shall have the right to move other grain 
of the same kind into the warehouse to replace all or part of the quantity of 
the grain loaded out. However, the warehouseman shall be obligated to 
reserve space without charge for such replacement grain only for ten (10) days 
after completion of loading out of the quantity of the grain which Commodity 
has indicated will be replaced. The annual storage period for grain moved 
into the reserved space shall begin on the date of deposit of such grain. 

C. In the case of the grain stored identity preserved, the warehouseman shall 
be liable for any determination in quality or shortage in quantity which results 
from his failure to give notice in accordance with paragraph A above. If the 
warehouseman has given such notice, his liability shall be only as provided in 
section 13(d). In the case of grain transferred to identity preserved storage 
under this section 10, the warehouseman shall not be obligated to give any such 
notice during the fifteen (15) calendar day period following the date of such 
transfer. 

(d) Nothing contained in section 10(c) above shall be construed to relieve the 
warehouseman of the obligation to keep the grain in condition, or to prevent 
further deterioration, to the extent the warehouse is equipped to do so. 

(e) For the purposes of this section, a representative sample shall be a sample 
drawn by an inspector licensed under the U.S. Grain Standards Act or by an 
inspector or sampler agreed upon by the warehouseman and Commodity which 
is obtained by running the entire bin or lot, or by sufficient probing to obtain a 
representative sample at proper intervals of the entire depth and area of the bin 
or lot: Provided, however, That if as the result of catastrophe, civil strife, strike 
or other event or condition beyond the warehouseman’s control and not caused 
by his negligence, a representative sample cannot be obtained promptly, the ware- 
houseman shall so notify Commodity and Commodity and the warehouseman, 
jointly and immediately, shall obtain a sample which shall be deemed to be 
representative. 

(f) Commodity hereby designates the warehouseman as its agent for the pur- 
pose of obtaining the removal of the seal on any bin of grain stored identity 
preserved in order for the warehouseinan to comply with his obligation to condi- 
tion such grain. The warehouseman shall immediately notify Commodity of any 
seal which has been broken regarding which Commodity has not previously been 
informed. 

11. LoaD OUT REQUIREMENTs: (a) If rail facilities are not available at the 
elevator(s) or warehouse(s) described on the attached Schedule of Warehouses, 
the warehouseman shall, upon surrender of warehouse receipts representing the 
grain stored in such elevator(s) or warehouse(s), when so requested by i 
modity, deliver the grain, free of charges to Commodity (except load out charge), 
into railroad cars or other transportation conveyance at the delivery point indi- 
cated in column 3, Schedule of Warehouses, and the provisions of this agreement 
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the requirements for insurance, shall apply to such grain until loaded 
into the transportation conveyance and accepted by the carrier. 

(b) Upon the surrender of warehouse receipts representing grain subject to the 
terms of this agreement which is stored commingled at a location where official grades 
and quality determinations are available, the warehouseman shall load out grain of 
the same class and quantity as that described on the warehouse receipts and accom- 
panying documents, and: 

(i) If Commodity surrenders warehouse receipts representing grain of different 
numerical grades on a loading order calling for the load out of grain of a uniform 
grade and quality, the warehouseman shall, if he is able to do so, load out grain 
of such uniform grade and quality. Commodity shall have the right to reject any 
car of grain delivered pursuant to such a loading order which falls below the 
numerical grade called for on the loading order and if the weighted average grade 
and quality of the total delivery on the loading order falls below the uniform grade 
and quality called for, Commodity shall have the right to reject any car of grain 
falling below such uniform quality, even though within the numerical grade, if 
such car of grain is not fairly representative of the quality called for on the loading 
order. If the weighted average grade and quality of the total delivery on the loading 
order is equal to such uniform grade and quality, all cars of such grain not fall- 
ing below the numerical grade called for shall be accepted without settlement 
for quality differences and settlement, as provided in section 13, shall be made 
for the difference between the value of any car of grain accepted by Commodity 
which falls below the numerical grade and the value of grain of such uniform 
grade and quality. If the weighted average grade and quality of the total delivery 
on the loading order is not equal to such uniform grade and quality, settlement, 
as provided in section 13, shall be made for the difference between the value of 
any car of grain accepted by Commodity which falls below such uniform grade 
and quality and the value of grain of such uniform grade and quality. ij the 
warehouseman is unable to load out grain of such uniform grade and quality 
against the warehouse receipts surrendered he shall so notify Commodity before 
loading out the grain so that an appropriate understanding may be reached 
with respect to loading out. 
(ii) If the warehouseman notifies Commodity that he cannot load out the uniform 
grade and quality called for by the loading order and an understanding is not 
reached with respect to loading out a uniform grade and quality, or if the loading 
order does not call for a uniform grade and quality, the warehouseman shall load 
out grain equal to the numerical grade and to the weighted average quality described 
on the warehouse receipts and accompanying documents for each numerical grade. 
Commodity shall have the right to reject any car of grain delivered which falls 
below the applicable numerical grade and if the weighted average quality of the 
total delivery on the loading order applicable to the numerical grade falls below 
the weighted average quality described on the warehouse receipts for the numerical 
grade, Commodity shall have the right to reject any car of such grain falling below 
such weighted average quality, even though within the numerical grade, if such 
car of grain is not fairly representative of such weighted average quality. If the 
weighted average quality of the total delivery on the loading order applicable to 
the numerical grade is equal to such weighted average quality, all cars of such grain 
not falling below the numerical grade shall be accepted without settlement for 
quality differences and settlement, as provided in section 13, made for the — 
ences between the value of any car of such grain accepted by Commodity which 
falls below the numerical grade and the value of grain of such weighted average 
quality. If the weighted average quality of the total delivery on the loading order 
applicable to the numerical grade is not equal to such weighted average quality, 
settlement, as provided in section 13, shall be made for the difference between the 
value of any car of such grain accepted by Commodity which falls below such 
weighted average quality and the value of grain of such weighted average quality. 
For the purposes of (i) and (ii) above, to the extent that grading factors are not 
shown on the inspection certificate, delivery of the numerical grade thereon speci- 
fied (as provided in the Official U.S. Grain Standards) shall satisfy the warehouse- 
man’s obligation (except as to protein content of wheat), it being specifically wnder- 
stood and agreed, however, that this provisions shall not be construed as permitting 
the warehouseman to deliberately take advantage of the tolerances allowed under 
the U.S. Grain Standards Act or to depart from ethical warehousing practices. 

(c) Upon the surrender of warehouse receipts representing grain subject to the 
terms of this agreement which is stored commingled at a location where official 
grades and quality determinations are not available, the warehouseman shall load 
out or deliver grain of the same class and quantity and of a grade and quality fairly 
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representative of the grain described on the warehouse receipts and accompanying 
documents. 

(d) In the case of handling only grain not identity preserved, the warehouseman 
shall load out grain of the same class and quantity and of a grade and quality 
fairly representative of the grain described on the certificates provided for in 
section 9(b). 

(e) Upon surrender of warehouse receipts representing the grain which is stored 
identity preserved, and in the case of grain which is tendered to the warehouseman 
for handling only or direct transfer on an identity preserved basis, the warehouse- 
man shall load out or deliver the identical grain received. 

(f) Commodity shall not have the election to reject any car, cargo, or lot of 
wheat solely on the basis of protein if the protein content of such wheat, as 
determined by an official protein laboratory or a protein laboratory approved by 
Commodity, tests within 3/10 of 1% of that shown on the warehouse receipt or 
accompanying documents. Settlement for protein content of wheat accepted by 
Commodity shall be made in accordance with section 13, except that, in those 
cases where the protein content of each lot of the wheat received by the warehouse 
is determined at the warehouse location by an official protein laboratory or a 
protein laboratory approved by Commodity, no discount for protein deficiency 
shall be applied on any loading order if the weighted average protein of the wheat 
accepted by Commodity on such loading order, as determined by such official 
or approved laboratory, is within 3/10 of 1% of the protein called for by the loading 
order. If the loading order calls for the delivery of both protein and nonprotein 
wheat, protein settlement will be made only on that part of the loading order 
covering warehouse receipts calling for protein and such settlement shall be made 
on the basis set out above in this subsection. 

(g) If the Offtcial Grain Standards of the United States for the grain involved 
are changed after the grain is received in storage and before it is loaded out, the 
standards in effect at the time the grain was received into storage shall govern the 
responsibility of the warehouseman for loading out the grain and settlement with 
respect to the grain loaded out. 

(h) Notwithstanding any other provisions of this agreement, Commodity shall 
not have a right to reject grain solely because of grade or quality deficiency result- 
ing from breakage of corn, soybeans, and grain sorghums, and the warehouseman 
shall not be liable for the value of such deficiency, if such breakage was unavoid- 
able and not the result of the warehouseman failing to exercise due care or provide 
appropriate warehousing services. 

(i) The warehouseman shall not be liable for market discounts resulting from 
action taken under the Federal Food, Drug, and Cosmetie Act with respect to 
grain meeting the reauirements of this section 11 on the basis of the Official Grain 
Standards of the United States, unless the condition of the grain on which such 
action was based resulted from his failure to exercise due care or provide appro- 
priate warehousing services. However, if such conditions resulted from such fail- 
ure, the warehouseman shall be liable for the applicable market discount even 
though the grain would otherwise be acceptable without settlement for quality 
differences. 

(j) Except to the extent that such liability is limited by the provisions of sec- 
tions 10 and 15 and of this section 11, the warehouseman shall be liable as an 
insurer and indemnify Commodity as provided in section 13 for any failure to 
load out or deliver grain meeting the requirements of this section. 

12. DETERMINATION OF WEIGHTS AND GRADES ON LOAD out: The class, grade, 
quality, and quantity of all the grain loaded out by the warehouseman (whether 
stored, handled only, or direct transferred, and whether commingled or identity 
preserved) shall be determined on the basis of official weights and official grades. 
Such official weights and grades shall be determined at the warehouse location if 
available there. If official weights are not available at the warehouse location, 
official weights shall be determined at the destination where the grain is unloaded: 
Provided, however, That if such destination is beyond the normal marketing area 
for the warehouse location or if official weights are not available at such destina- 
tion, each car of the shipment, unless otherwise agreed to by the warehouseman 
and Commodity, shall be direct transferred at an official weight station en route 
of the shipment and within the normal marketing area for the warehouse location, 
as selected by Commodity. If official grades are not available at the warehouse 
location, official grades shall be determined at the destination where the grain is 
unloaded: Provided, however, That if official inspection is not available at such 
destination or if such destination is beyond the normal marketing area for the 
warehouse location, the official grades shall be obtained at a point en route of the 
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shipment and within the normal marketing area for the warehouse location, as 
selected by Commodity, where official inspection is available. Such inspection 
shall be for the account of Commodity. Either party may call for a Federal 
appeal inspection from the inspection and such appeal shall be final as to any 
settlement for such grain. The expense of any Federal appeal shall be for the 
account of the party requesting the appeal. 

13. SETTLEMENT FOR LOAD OUT: (a) Subject to the provisions of sections 10, 
11, and 15, settlement with respect to each individual warehouse for differences 
in value between the grain loaded out and the grain described on the loading 
order, if the loading order calls for a uniform grade and quality, or on the ware- 
house receipts and accompanying documents or on the certificates provided for 
in section 9(b), shall be made in accordance with this section 13: Provided, That: 

(i) In the cases of warehouses at locations where official weights and grades are 
available, Commodity shall, as provided in section 11, have the election to reject 
grain not meeting the applicable requirements of such section, and the warehouse- 
man shall not be given credit for loading out the quantity of grain rejected. 

(ii) In the case of warehouses at locations where official weights and official 
grades are not available, Commodity shall have the election to reject grain 
not meeting the applicable requirements of section 11. Unless mutually 
agreed that the rejected grain shall be replaced, the warehouseman shall pay 
Commodity the value, as determined on the basis of cash prices current in 
the applicable terminal market as of the date of rejection, of the grain which 
should have been delivered rather than replacing such grain. Unless the 
warehouseman has replaced the rejected grain pursuant to mutual agreement 
or has paid Commodity in cash for the value of the rejected grain, Com- 
modity shall sell the rejected grain for the account of the warehouseman or 
release it to him or his authorized representative for purposes of sale. The 
net proceeds of such sale (whether the grain is sold by Commodity, by the 
warehouseman, or by the warehouseman’s authorized representative) shall 
be applied to the loading order. If the sale is made by the warehouseman 
or his authorized representative, the net proceeds of sale shall be tendered 
to Commodity together with an accounting of such sale. The warehouseman 
shall pay Commodity in cash for any deficiency between the net proceeds 
of sale and the value of the grain ordered shipped, except to the extent that 
the portion of the deficiency which is due to underdelivery in quality is 
offset by overdeliveries in quality on the same kind of grain as provided in 
section 13(c)(ii). In the event the net proceeds of sale of the rejected grain 
exceed the value of the grain ordered shipped on the loading order, Com- 
modity, after application of the proceeds to the loading order, shall pay such 
excess to the warehouseman. 

(b) The warehouseman and Commodity shall make settlement with respect to each 
loading order for the difference between the value of the commingled grain which is 
loaded out by the warehouseman from locations where official weights and grades are 
available and which is accepted by Commodity, and the grain described on the loading 
order, if the loading order calls for a uniform grade and quality, or on the warehouse 
receipts and accompanying documents surrendered by Commodity or on the certificates 
provided for in section 9(b), in accordance with the following. 

(i) In settling for differences in quantity (except in case of conversion where 
settlement shall be made on such legally applicable basis as Commodity may 
demand), values shall be determined on the basis of cash prices current in the 
applicable terminal market as of the date of inspection of the final shipment 
under the applicable loading order. 

(ii) In settling for differences in quality, values shall be determined on the basis 
of cash prices current in the applicable terminal market as of the date of inspection 
of the final shipment under the applicable loading order, except thal the ware- 
houseman shall not receive any credit for overdelivery in quality as between 
loading orders. 

(c) The warehouseman and Commodity shall make settlement for the differ- 
ences between the vaiue of the commingled grain which is loaded out by the 
warehouseman from locations where official weights and grades are not available 
and which is accepted by Commodity, and the grain described on the warehouse 
receipts and accompanying documents surrendered by Commodity or on the 
certificates provided tor in section 9(b), in accordance with the following: 

(i) In settling for differences in quantity (except in case of conversion where 
settlement shal] be made on such legally applicable basis as Commodity may 
demand), values shall be determined on the basis of cash prices current in the 
applicable terminal market as of the date the final shipment under the 
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applicable loading order is accepted by the carrier. With respect to short 
weight cars, where the official report of the condition of the car shows evidence 
of actual loss, the warehouseman shall be allowed a quantity tolerance of 
lg of 1% of the gross loading weights. The warehouseman is responsible for 
filing any loss-in-transit claims against the carriers 

(ii) In settling for differences in quality, values shall be determined on the 
basis of cash prices current in the applicable terminal market as of the date 
the final shipment under the applicable loading order is accepted by the 
carrier, except that if any of the grain loaded out grades sample (unless called 
for on the loading order) and Commodity sells such grain promptly, the 
discount applied in making settlement under the applicable loading order 
shall be the difference between the net sales proceeds of the sample grade 
vrain and the value, as of the date of sale, of the grain which should have been 
delivered. The value of any underdelivery in quality established on a load- 
ing order shall be paid immediately to Commodity by the warehouseman in 
cash, except to the extent that the amount thereof is offset by the value of 
any overdelivery in quality established on loading orders for the same kind 
of grain issued not earlier than the beginning of the third calendar year prior 
to the calendar year of issuance of the loading order on which the under- 
delivery was established. Any such payment made by the warehouseman to 
Commodity shall be refunded by Commodity to the extent that the amount 
of the underdelivery for which such payment was made is offset by the value 
of overdeliveries in quality established on loading orders for the same kind 
of grain issued not later than the end of the third calendar year following the 
calendar year of issuance of the loading order on which the underdelivery was 
established. For the purpose of this subsection, underdeliveries and over- 
deliveries in quality accumulated on loadiag orders issued subsequent to the 
1952 renewal date of the Uniform Grain Storage Agreement (May 31 or 
June 30, 1952, whichever is applicable for the warehouse involved) and prior 
to the effective date of this agreement shall be construed as having accumu- 
lated on loading orders issued in 1956. The value of any overdeliveries in 
quality not offset in the manner or within the period set forth above or as of 
the date of termination of this agreement, whichever is earlier, shall be 
dropped and no payment of any kind with respect thereto shall be made to 
the warehouseman. For the purpose of this subsection, the execution of a 
revised Uniform Grain Storage Agreement superseding this agreement shall 
not be construed as a termination of this agreement. 

(d) In making settlement for load out of the grain which is stored identity pre- 
served, or grain which is tendered to the warehouseman for handling only or direct 
transfer on an identity preserved basis, the warehouseman shall be liable for any 
failure to deliver the gross quantity of the identical grain received, except that the 
warehouseman shall not be liable for natural shrinkage if such grain was stored in 
sealed bins under supervision of a disinterested custodian. If such identical 
grain is delivered, the warehouseman shall be liable for deficiencies in quality only 
in the event such deficiencies in quality result from his failure to use due care or 
his failure to provide appropriate warchousing services. Jn settling for the load out 
of such grain from warehouses at locations where official weights and grades are avail- 
able, values (except in the case of conversion where settlement shall be made on such 
legally applicable basis as Commodity may demand) shall be determined on the basis 
of cash prices current in the applicable terminal market as of the date of inspection of 
the final shipment under the applicable loading order. In settling for the load out 
of such grain from warehouses at locations where official weights and grades are 
not available, values (except in the case of conversion where settlement shall be 
made on such legally applicable basis as Commodity may demand) shall be deter- 
mined on the basis of cash prices current in the applicable terminal market as of 
the date the final shipment under the applicable loading order is accepted by the 
carrier. If such grain is commingled with other grain, or if the identical grain 
received by the warehouseman is not delivered, the warehouseman’s liability shall 
be as provided with respect to commingled grain in sections 11, 12, 13(b) and I3(c). 

14. SackEp GRAIN: Subject to all other provisions of this agreement, the ware- 
houseman may store the grain either in bulk, or, when customary, in sacks, but 
unless the holder of the warehouse receipts representing grain received in sacks 
directs loading out in sacks, the warehouseman shall load out all the grain in 
bulk. A deduction of % pound per sack shall be used in determining the net 
quantity of the grain 2a in sacks. When grain received in sacks is bulked, the 
empty sacks shall be baled and retained by the warehouseman for the account and 
subject to order of the owner. 
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15. INSURANCE: Without in any way limiting his obligation under the other 
onan of this agreement, the warehouseman shall insure and at all times 
eep insured, in his own name, all the grain for the full market value thereof 
(rather than the support price), against loss or damage by fire, lightning, inherent 
explosion, windstorm, cyclone, and tornado, and, in the event of any loss or 
damage to the grain, or to the warehouse, whether or not such loss was insured 
against, he shall immediately notify Commodity and the holders of the warehouse 
receipts and the certificates provided for in, section 9(b) representing such grain, 
as the holders appear on the records of the warehouseman, and he shall at his 
own expense promptly take the steps necessary to collect any moneys which ma 
be due as indemnity for such loss or damage, including the bringing of suit. and, 
as soon as collected, shall pay to the holders of such warehouse receipts and cer- 
tificates such moneys as may be collected for the loss or damage. For purposes of 
this section ‘‘full market value’’ shall mean the value required by law to be used 
by underwriters in paying for losses of grain insured for its actual cash value. The 
warehouseman shall pay to the holders of the warehouse receipts and certificates, 
in addition to the insurance proceeds, any amount by which the insurance pro- 
ceeds are less than such full market value, whether resulting from failure to collect 
in full from the insurer, failure to obtain a policy affording full coverage, or failure 
to report the total value of grain on hand on the last reporting date under a report- 
ing form of policy. In the event the warehouseman insures against hazards to the 
grain not specified herein, such insurance shall inure to the benefit of the holders 
of the warehouse receipts and certificates. Notwithstanding any other provision 
of this agreement, the warehouseman, in the absence of negligence or failure to 
provide appropriate warehousing services, shall not be liable for loss or damage to 
the grain from floods or other Acts of God against which insurance is not required 
by this section: Provided, however, That if commingled grain so damaged is 
deemed to be owned by the holders of the oldest outstanding warehouse receipts 
under the laws or regulations governing the operation of the warehouse, the loss 
which would thereby fall on Commodity and/or the warehouseman shall be 
rorated between them on the basis of the percentage which the quantity of the 
ind of grain involved owned by each in the warehouse at the time of such Act 
of God (including, in the case of Commodity, grain under loan and not redeemed 
after such Act of God) is of the total quantity of such kind of grain owned by 
both the warehouseman and Commodity (including grain under loan and not 
redeemed after such Act of God). 

16. TARIFF REQUIREMENTS—TRANSIT TONNAGE: (a) The warehouseman shall 
observe the transportation agency’s lawful tariffs and loading and unloading 
requirements, and shall indemnify Commodity against losses in weight due to the 
warehouseman’s error in weighing or failure to remove all the grain from the trans- 
portation conveyance on unloading. The warehouseman shall indemnify Com- 
modity against minimum weight penalties and demurrage (including storage in 
transportation equipment), except where incurred due to circumstances beyond 
the warehouseman’s control. The warehouseman shall assume all inbound 
switching charges which are recoverable or which are absorbed by the carrier on 
outbound shipments, and all excess freight charges resulting from misrouting at 
variance with instructions issued by Commodity. 

(b) Except as otherwise directed by Commodity, the warehouseman shall hold 
and subject to the provision of this section, record for transit in his own name, 
each freight and switching bill, transit tonnage or credit slip in connection with 
the grain, within the period of time required by and in accordance with the 
carrier’s lawful published tariffs. Immediately upon receipt of any such freight 
or switching bill or transit tonnage or credit slip, the warehouseman shall compile 
and furnish to the holder of the warehouse receipt or Commodity, in the form 
prescribed by it, a statement showing the warehouseman’s name and location of 
the warehouse, the origin carrier, the original shipping and billing points, full 
inbound route and junction points, date and number of the freight bill, date and 
number of the waybill, the kind of grain represented, the transit weight (not pre- 
viously used), the freight rate to the transit point, the amount collected, and the 
number of unused transit stops. The warehouseman may use any freight bill or 
transit tonnage slip applicable to the grain in connection with the sale, transfer or 
loading out of any of the grain and in so doing shall take all steps necessary to 
assure full use and protection of such transit billing and privileges, including the 
filing of application for all renewals as permitted by tariff and when further 
renewals cannot be effected in accordance with the tariff, the warehouseman shall 
notify Commodity at least 60 days prior to the expiration date of such billing 
furnishing the number of pounds of the different kinds of grain represented by 
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such billing. Subject to all other applicable provisions of this agreement and 
except as otherwise agreed to by Commodity and the warehouseman, the ware- 
houseman may substitute for the grain shipped under any such freight bill or 
transit tonnage or credit slip, other grain owned by him together with valid freight 
bills or transit tonnage or credit slips of value equal and transit arrangements 
comparable to those described in the statement furnished to Commodity or the 
holder of the warehouse receipt. If the warehouseman and the holder of any 
warehouse receipt representing the grain agree, they may exchange a quantity of 
grain and billing for a quantity of grain which has not been shipped by rail. The 
warehouseman and the holder of the warehouse receipt shall adjust any differences 
in value due to such substitution or exchange. Such differences shall be based 
on the value of transit billing furnished with the loadout order, including all legal 
charges applicable thereon, versus the value of transit billing actually applied 
against the loadout order, including all legal charges applicable thereon. 

17. PeRIops FOR WHICH SCHEDULE OF RATES APPLY: . Charges for services under 
this agreement shall be at the rates specified in the Schedule of Rates in effect 
when such services are performed. Rates shall be computed on the basis of the 
net quantity of grain received in the warehouse, except where otherwise provided 
in the Schedule of Rates, and except that, rates for handling or storing grain 
owned by Commodity identity preserved or specially binned shall be computed 
on a gross quantity basis. The period for which the Schedule of Rates shall 
apply shall begin with the date each lot of the grain is deposited in the ware- 
house, or the date grain not otherwise subject to the terms of this agreement is 
purchased by Commodity in store, and shall end as follows: 

(i) In the event the grain is shipped by Commodity, storage charges shall 
cease upon the date specified in the shipping instructions issued by Com- 
modity or the date shipment is accepted by the carrier whichever is earlier, , 
unless a delay is occasioned by circumstances beyond the warehouseman’s 
control, then on the date shipment is accepted by the carrier. 

(ii) In the event the warehouse receipts are sold or transferred to any person 
not entitled to the benefits of this agreement, charges under this agreement 
shall cease on the date of transfer. Commodity shall notify the warehouse- 
man of the date of transfer and shall affix to the warehouse receipts prior to 
transfer a statement showing the period for which the rates hereunder are 
applicable, and the warehouseman shall not charge for services rendered 
during that period an amount in excess of that computed in accordance 
with the rates in effect hereunder during that period. 

(iii) In the event of the loss or destruction of any of the grain, or in the event 
of the destruction of a warehouse or elevator, all accrued charges provided 
in the Schedule of Rates and otherwise payable with respect to the grain 
lost or destroyed, or stored in a warehouse or elevator which is destroyed, 
shall be paid up to but not including the date of such loss or destruction and 
shall thereupon cease. 

(iv) No charges shall be payable on any of the grain with respect to which 
the warehouseman has made any disposition contrary to the provisions of 
this agreement unless such disposition is authorized by law or by Commodity 
or the lawful holder of the warehouse receipts. 

18. PAYMENT OF CHARGES: (a) Upon presentation of proper invoice, Com- 
modity shall make a periodic payment every three (3) months of all charges due 
and unpaid on Commodity-owned grain in store represented by warehouse re- 
ceipts in possession of CSS Commodity Offices and not ordered out prior to such 
date. The three (3) month periods to be covered by the periodic payments shall 
be determined by the Director of the appropriate CSS Commodity Office. 

(b) Upon termination of the period for which the Schedule of Rates applies for 
any lot of the grain (i.e., when grain is loaded out, lost, damaged, or sold or trans- 
ferred in storage), and upon presentation of proper invoice, Commodity shall pay 
all charges due and unpaid thereon unless the warehouse receipts were transferred 
with warehouse charges for the account of the purchaser. : 

(c) In the event any invoice rendered by the warehouseman for services per- 
formed under this agreement has not been paid or returned for correction within 
twenty (20) calendar days after the date such invoice is received in the CSS Com- 
modity Office, Commodity shall, upon demand of the warehouseman, make an 
advance to the warehouseman of not less than 80% of the amount of such invoice. 
If such advance proves to be in excess of the amount due, the warehouseman shall 
repay the excess amount to Commodity. 

(d) The warehouseman shall not make any charge for any service not covered 
by this agreement or for drying the grain unless such service or drying is performed 
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upon prior authorization of Commodity, except that Commodity shall reimburse 
the warehouseman for payments made by him of the usual charges for services 
required in connection with the loading out of the grain or transfer of grain en 
route for the account of Commodity including coopering charges, weighing and 
inspection fees, car liners, protein laboratory fees, and sampling fees. Upon 
completion of the services authorized and presentation of proper invoice, Com. 
modity shall pay all authorized charges due and unpaid. 

19. Derinitions: For the purpose of this agreement, the following terms shall 
be construed to mean, respectiveiy, (a) Grain: Wheat, Corn, Rye, Barley, Oats 
Soybeans, Flaxseed, Grain Sorghums, and such other grain or farm products as 
may be from time to time included in the Schedule of Rates. 

(b) Recervine: Receiving and unloading all of the grain from cars, boats, 
barges, trucks, or other conveyances, and elevating into, bulking, cutting in, 
or piling in the warehouse. 

(ec) ConpiTIonING: Reelevating, screening, blowing, cooling (excluding drying), 
resacking, repair of sacks, fumigating, or such other operations (excluding drying) 
as may be necessary to preserve the class, grade, and quality of the grain. — 

(d) LoapinGc out: Loading out, including cutting and emptying sacks, and 
moving from the warehouse to and loading into cars, boats, barges, trucks or 
other conveyances. 

(e) OrricIAL GRADES: Grades and grading factors established by an inspector 
licensed under the U.S. Grain Standards Act in accordance with the Official 
Grain Standards of the United States. Sampling, inspection, grading, and 
certification of grain shall be in accordance with methods and procedures prescribed 
in the regulations and instructions issued under such Act by the U.S. Department 
of Agriculture. When alternate methods or procedures are prescribed in such 
regulations and instructions, the method and procedures used for the purposes of 
this agreement shall be those specified by Commodity. 

(f) OrriciaAL WEIGHTS: In the case of bulk grain, weights established by a 
weighmaster whose weight certificates are recognized by common Carriers as 
official in the settlement of claims for losses in transit, and in the case of settle- 
ment for grain londed out where official weights are not available at the warehouse 
location the weight certificates issued at destination or an intermediate point as 
provided in section 12, in addition to being so recognized, shall be issued: 

1. by Chambers of Commerce, Boards of Trade, Grain Exchanges, State 
Weighing Departments, or other organizations having qualified, independent, 
impartial paid employees stationed at elevators, or 

2. by or on authority of Chambers of Commerce, Boards of Trade, Grain 
Exchanges, State Weighing Departments, or other organizations where 
weighing is performed by elevator employees under the supervision of a 
qualified, independent, impartial supervising weighmaster employed by one 
of the above organizations. 

In the case of sacked grain, the weighmaster shall be one approved by Com- 
modity. 

(g) Quarry: Test weight, foreign material content, percentage of damage, 
moisture: content, protein content in the case of wheat, and any other grading 
factors shown on the official inspection certificates. 

(h) HANDLING ONLY: Reeeiving and loading out grain tendered for shipment 
rather than storage. 

(i) Direct TRANSFER: Transferring grain from ecar(s) to car(s) for the purpose 
of obtaining official weights, official grades, or both. 

(j) CSS commopity orricEes: Those offices so designated as of April 1, 1956, 
and any Offices or agencies which may succeed to the functions of such offices. 

(k) WarEnHOoUSE LocaTIon: The place at which the warehouse is located, and 
for the purpose of sections 8 and 12, the location tributary thereto where weights 
and/or grades are customarily obtained as represented in the application for ap- 
proval filed by the warehouseman. 

(1) IDENTITY PRESERVED: The storage or handling of grain in sueh manner that 
the actual grain deposited and no other may be delivered to the holder of the ware- 
house receipt or other documents and with respect to which the warehouse receipt 
or other documents are marked in a manner acceptable to Commodity indicating 
that the grain is stored or handled identity preserved. In the case of grain trans- 
ferred to identity preserved storage under the provisions of section 10, the original 
warehouse receipts may be so marked, or receipts so marked substituted for the 
original receipts, after such transfer and as mutually agreed by the warehouseman 
and Commodity. Except as otherwise provided in sections 6 and 10, the grain 
shall be stored or handled identity preserved only pursuant to mutual agreement 
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between the warehouseman and Commodity. The grain stored identity preserved 
shall be stored in sealed bins under supervision by a disinterested custodian if such 
supervision is maintained at the warehouse location. If such supervision is not 
maintained at the warehouse location, the storage of grain identity preserved shall 
be subject to such supervision as may be prescribed by Commodity. 

(m) ComMMINGLED: The storage or handling of grain under any circumstances 
other than identity preserved. 

(n) APPLICABLE TERMINAL MARKET: The market to which the warehouseman 
would customarily move grain for disposition. 

20. INSPECTIONS, BONDS, REPORTS: The warehouseman shall comply with such 
conditions as may have been prescribed by Commodity prior to the execution of 
this agreement. The warehouseman shall furnish Commodity such bond or 
bonds as may from time to time be required by Commodity. The warehouseman 
shall maintain complete records reflecting his storage liability at all times with 
respect to all grain stored in or handled through the warehouse (including grain 
owned by him as well as other grain not subject to the terms of this agreement). 
At any time during business hours, the warehouseman shall permit Commodity 
to inspect the warehouse and its equipment, inspect, measure and take inventories 
of all grain stored therein, and examine the stock records, receipt books, insurance 
policies, and other documents pertaining to such grain. Examinations and in- 
spections made by Commodity or by a Federal, State, or other recognized super- 
visory body shall, however, in no way relieve the warehouseman of his 
responsibilities under the terms of this agreement. The warehouseman shall 
immediately notify Commodity of any change in ownership or operation of the 
warehouse, of any change in the nature or capacity of the warehouse facilities, or 
whenever he is unable to accomplish load out of the grain in accordance with 
loading order instructions issued by Commodity. The warehouseman shall fur- 
nish such reports with respect to the receiving, storing, conditioning and delivery 
of the grain, and with respect to his financial condition, total inventory of grain, 
and outstanding warehouse receipts, as Commodity may request. 

21. TeRMS OF AGREEMENT TO PREVAIL: The terms of this agreement including 
the Schedule of Rates shall prevail over the written or printed terms of the ware- 
house receipts representing the grain, over the warehouseman’s applicable tariff 
or posted rates, and over state and local regulatory laws and rules to the extent 
that such laws or rules may be inconsistent herewith. This agreement shall 
supersede any existing Uniform Grain Storage Agreement between the warehouse- 
man and Commodity as of the 1956 annual renewal date of such agreement, 
except that charges with respect to services performed under any such prior 
agreement shall be paid in accordance with the terms of such prior agreement 
unless otherwise provided in the applicable Schedule of Rates. 

22. TeERMINATION—DeErau.t: In the event of the failure of the warehouseman 
to load out any grain in accordance with the terms of this agreement, time being 
of the essence of this provision, or in the event misrepresentations have been 
made in his application for approval, Commodity shall have the right, unless such 
failure is excused by law, to terminate this agreement with respect to any or all 
of the warehouses covered hereby, and, in the event either of the parties hereto 
shall default in the performance of any other provisions herein, the other party, 
if such default is not cured within fifteen (15) days after a written notice is mailed 
to the party in default, shall have the right to terminate this agreement. with 
respect. to the warehouse or warehouses involved without thereby being deprived 
of any claim for damage on account of such default. 

23. AssiGNMENT—-MeMBER DeEveGate: This agreement, or any claims arising 
hereunder, shall not be assigned in whole or in part without written approval of 
Commodity. No Member of, or Delegate to, Congress, or any Resident Com- 
missioner, shall be admitted to any share or part of this agreement or to the benefit 
to arise therefrom, except that this provision shall not be construed to extend to 
their interest in any incorporated company, if the agreement be for the general 
benefit of such corporation or company. 

24. Convicr Laror: No convict labor shall be employed in carrying out any 
provisions of this agreement. 

25. ADMINISTRATION: (a) The Director of the Grain Division, Commodity 
Stabilization Service, and the Directors of the CSS Commodity Offices, or the 
duly authorized representatives of any such officials or any other duly. authorized 
representative of Commodity, may act for or on behalf of Commodity in carrying 
out the provisions of this agreement. 

(b) Commodity shall not acquire grain (other than under the price support 
program) in store in the warehouse without prior consent of the warehouseman, 
except where such grain is being acquired for prompt shipment. 
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(c) Commodity, in the performance of this agreement, shall not discriminate 
against any warehouseman not operating under an occupancy contract with 
Commodity by loading out grain from his warehouse and moving said grain out 
of normal and customary channels of flow for the purpose of depositing it in a 
warehouse operated under an occupancy contract. 

(d) Notwithstanding any other provisions of this agreement, Commodity shall 
not transfer warehouse receipts to any person (other than agencies entitled to the 
benefits of this agreement) without obtaining prior consent of the warehouseman, 

26. Notirication: The warehouseman shall have fulfilled his obligation to 
notify Commodity as required in this agreement only when such notice is re- 
ceived in writing by the Director, CSS Commodity Office, in the area in which 
the warehouse is located. 

27. APPLICABLE AGENCIES: Any agency of the United States under the general 
supervision of the Secretary of Agriculture shall be entitled to the services and 
facilities of the warehouseman with respect to grain owned by or in the possession 
of such agency, upon the same terms and conditions as set out in the agreement 
with respect to grain owned by or in the possession of Commodity. 

28. EFFECTIVE DATE: This agreement shall become effective, except as provided 
in section 21 hereof, upon its signature on behalf of the warehouseman and Com- 
modity, and shall continue in full force and effect until the first May 31 thereafter 
with respect to all warehouses located in the States of Alabama, Arizona, Arkansas, 
California, Florida, Georgia, Louisiana, Mississippi, New Mexico, North Carolina, 
Oklahoma, South Carolina, Tennessee, and Texas, and until the first June 30 
thereafter with respect to all warehouses located in all other States. This agree- 
ment shall be renewed automatically from year to year thereafter, unless either 
party notifies the other, by written notice, at least 30 days prior to the next re- 
newal date, of his election to terminate the agreement upon such renewal date. 
In the event this agreement is terminated by mutual consent or for cause, or 
either party elects to terminate this agreement on any annual renewal date, and 
at the time of such termination there is stored in the warehouse grain on which 
Commodity is obligated to pay charges. Commodity shall thereafter pay storage 
at the warehouseman’s applicable tariff or posted rates until such grain is removed 
or otherwise disposed of. 

29. DESCRIPTIVE HEADINGS: The descriptive headings of the various sections 
hereof were formulated and inserted for convenience only and shall not be deemed 
to affect the meaning of constructions of any of the provisions hereof. 

30. CoNTINGENT FEES: The warehouseman warrants that he has not employed 
any person to solicit or secure this agreement under any agreement for a commis- 
sion, percentage, brokerage or contingent fee; that no such consideration or pay- 
ment has been or will be made. Breach of this warranty shall give Commodity 
the right to annul the agreement, or, in its discretion, to deduct from the charges 
hereunder the amount of such commission, percentage brokerage, or contingent 
fee. This Warranty shall not apply to commissioners payable by the war- 
houseman under contracts secured or made through bona fide established com- 
mercial or selling agencies maintained by the contract or for the purposes of securing 
business. 

31. Execution: This agreement shall be executed by duly authorized repre- 
sentatives of Commodity and the warehouseman, and shall not be amended or 
superseded except by written agreement executed in the same manner as this 
agreement. 

All reporting requirements of this agreement have been approved 
by, and subsequent reporting and record keeping requirements will 
be subject to the approval of the Bureau of the Budget in accordance 
with the Federal Report Act of 1942. 


CommopiTy CREDIT CORPORATION. 
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Summary or CHANGES IN THE CONTRACTUAL PROVISIONS OF THE UNrrorM GRAIN 
STORAGE AGREEMENT SINCE 1940 


Price support loans on warehouse-stored wheat were first authorized by the 
Agricultural Adjustment Act of 1938. As a result of that legislation, it became 
necessary for Commodity Credit Corporation to be in a position where it could 
accept and store wheat acquired through producers’ defaults on their warehouse- 
stored price support loans. Commodity Credit Corporation deemed that from 
an operational standpoint it was desirable and economical to utilize a standardized 
agreement for that purpose. Two such agreements, identified as “Terminal 
warehouse agreement”’ and “‘Country warehouse agreement,’’ were developed and 
issued in 1939. 

1940 AGREEMENT 


As the program expanded it became evident that a new type and more compre- 
hensive form of storage agreement was needed. In 1940 the Department offered 
its first uniform grain storage agreement to commercial warehousemen. Since 
that time several amendments and revisions have been made, The major changes 
are summarized below. No attempt has been made to enumerate or describe 
changes of a minor editorial nature. 


19%2 AMENDMENTS 


The contractual provisions of the 1940 agreement were applicable only to wheat, 
corn, rye and barley. The amendments, which became effective in 1942, 
broadened coverage to include grain sorghums, soybeans, flaxseed, and oats as well 
as any other grain or farm products customarily handled in the warehouse in the 
same manner as grain. In the case of wheat received by rail or water, the protein 
tolerance of %o of 1 percent was reduced to %o of 1 percent. A warehouseman 
receiving wheat by truck or in less than carload lots, with the consent and approval 
of the depositor, was authorized to issue protein certificates based upon station 
averages. 

Such amendments also permitted settlement on grain received by rail to be made 
on an individual warehouse receipt basis or on a warehouse receipt weighted 
average basis. On truck received grain, settlement was effected on a weighted 
average crop year basis. In settling for wheat received by truck, quality debits 
and credits were established on a crop year basis. Any debits so established were 
set off against available credits or accrued warehouse charges. Credits for any 
crop year not offset against debits for such crop year were dropped after all wheat 
for that crop year had been shipped, sold, or otherwise disposed of. 

The pricing date for overdeliveries or underdeliveries in quality and quantity 
was changed from the day of shipment previously specified to the day following 
the date of unload of the last carload shipped against the loading order. On out- 
bound shipments of rail grain from locations without official weights available 
and where the official report of the condition of the car showed evidence of actual 
loss, the warehouseman was allowed a quantity tolerance of % of 1 percent of the 
gross loading weights. 

1946 AGREEMENT 


A revised UGSA, effective on the 1946 annual renewal date, consolidated into 
one document the provisions of the 1940 agreement and the modification contained 
in the 1942 amendments. New provisions were added which permitted CCC to 
inspect the warehouse and its equipment, inspect, measure or take inventories 
of the grain stored therein, and examine the stock records, receipt books, insurance 
policies, and other documents pertaining to such grain. The 1946 agreement also 
was the first to contain the antidiscrimination clause and the requirement that all 
notices served by warehousemen must be in writing. The relief afforded ware- 
housemen under the 1940 agreement, for any loss or damage to corn due solely to 
the length of time it was stored in the warehouse or to breakage resulting from 
conditioning, was dropped. 

1948 AMENDMENT 


Effective on the 1948 annual renewal date of the agreement, warehousemen were 
given the option of accepting or refusing to accept soybeans and flax for storage. 
If accepted and stored, such soybeans and/or flax could be stored in special bins 
identity preserved. If stored identity preserved, the warehouseman was author- 
ized to issue either negotiable or nonnegotiable warehouse receipts provided, how- 
ever, that identity preservation of flax and soybeans and the election regarding 
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the issuance of receipts was available only to flax and soybeans covered by official 
inbound weight and grade certificates. 


1949 AMENDMENT 


The agreement was further amended, as of the 1949 annual renewal date, to 
include purchase agreement grain. Previously only Government-owned and price 
support loan grain had been subject to the terms of the agreement. 


1950 AGREEMENT 


Because of the desire on the part of grain trade and CCC to change certain see- 
tions of the UGSA, a complete revision was accomplished in 1950. Substantial 
modifications were effected at that time. Such agreement provided that all grain 
stored in the warehouse was deemed to be stored commingied with other grain un- 
less CCC specifically authorized grain to be stored identity preserved in such 
manner that the actual grain deposited and no other was delivered to the holder 
of the warehouse receipt(s). The 1940 and 1946 agreements had required that 
all corn was to be stored in special bins according to class and grade so as to pre- 
serve its identity. Other grain under the earlier agreements was to be stored 
identity preserved only by mutual agreement between CCC and the warehouse- 
man involved. 

Previous contracts assumed that all grain received was to be stored. The 1950 
contract was broadened to include provisions for “handling only” grain, i.e., grain 
tendered for immediate shipment through the warehouse rather than for storage. 

Load out requirements also were modified. A new provision was incorporated 
which obligated warehousemen without rail facilities to deliver grain, free of 
charge to CCC, into railroad cars at the nearest rail siding. The manner by 
which the grain was received was dropped and the availability or nonavailability 
of official grades and quality determinations at the warehouse location became 
the sole factor under the 1950 agreement for determining the warehouseman’s 
responsibilities for the load out of commingled grain. 

The wheat protein tolerance of 31:9 of 1 percent, previously applicable only to 
rail and water receipts, was extended to include wheat received by truck. Under 
the 1950 agreement, such tolerance was allowed only when the protein content of 
each lot of wheat was determined at origin and destination by an official protein 
laboratory or by a protein laboratory approved by CCC. Earlier agreements 
permitted a warehouseman, at unofficial grade locations, to use a station average 
in assigning protein content to wheat rather than obtaining an official analysis of 
each individual lot delivered by producers. 

A new provision was added to the effect that, if the Official Grain Standards of 
the United States for the grain involved were changed between the time grain was 
received and the time loaded out, the standards in effect at the time the grain was 
received would govern the warehouseman’s responsibility with respect to load- 
out and settlement. 

The 1950 agreement also conferred upon CCC the right to reject grain not meet- 
ing the loading order requirements and, under certain circumstances, to sell any 
grain so rejected for the warehouseman’s account. That agreement also changed 
the date formerly used for pricing overdeliveries and underdeliveries in quantity 
and quality. In tne case of warehouses at locations where official weights and 
grades were available, such date became the date of inspection of the final snip- 
ment under a loading order. For warehouses at other locations, the pricing date 
was the date the final shipment under the loading order was accepted by the carrier. 

Whereas earlier agreements limited the offsetting of quality debits and credits 
to wheat, the 1950 Uniform Grain Storage Agreement permitted the value of 
overdeliveries in quality of each kind of grain to be applied against the value of 
underdeliveries in quality of the same kind of grain until all such grain of each 
year’s crop had been shipped, sold, or otherwise disposed of or during such other 
period of time as was mutually agreeable to the warehouseman and CCC, In 
addition, provision was made that the value of any underdelivery in quality of 
sample grade grain was not eligible for offset. 

The 1950 contract was the first one to require that the empty sacks, resulting 
from the bulking of sacked grain, had to be baled and retained for the account 
of the owner. Such contract also was the first to define for insurance purposes 
the term ‘‘full market value,’’ such term being defined as the value required by law 
to be used by underwriters in paying for losses of grain insured for its actual cash 
value. 





—-—c Sas woe @2e = 


wm eadaan Oogaetn<¢ mao sc & =o 


eo 





ial 


ind 
ip- 
ate 
ier. 
lits 


: of 
ach 
her 
In 
of 


ing 
unt 
SSeS 
aw 
ash 


GRAIN STORAGE 29. 


The 1950 agreement imposed on the warehouseman responsibilities for observing 
the carrier’s tariffs and required him to indemnify CCC against losses in weight 
occasioned by his errors in weighing or his failure to remove all grain from the 
transportation conveyance. The warehouseman also was required to indemnif 
CCC against minimum weight penalties and demurrage not beyond his aonmaek 
to assume all inbound switching charges which are recoverable or absorbed by 
carriers on outbound shipments, and all excess freight charges resulting from 
misroutings at variance with CCC’s instructions. arebousemen at locations 
not having official weights were required to reimburse CCC for excess freight 
charges resulting from overshipments of dockage not offset by savings in freight 
charges resulting from undershipments of dockage. 

Agreements in effect prior to 1950 did not specify whether charges would be 
paid on a gross or net weight basis. In 1950, provisions were incorporated to the 
effect that rates were to be computed on the net quantity of the grain received in 
the warehouse except for flax and for identity preserved or specially binned grain 
owned by CCC which were on a gross basis. In addition, that agreement specified 
that in the veent of loss or damage to the grain from insurable causes, all accrued 
charges with respect to such grain would be paid up to the date of loss or damage, 

New provisions became effective in 1950 with respect to payment of charges. 
June 30, September 30, and December 31 were established as the dates on which 
CCC would pay all charges due warehousemen at locations where official weights 
and grades were available. June 30 and December 31 were fixed as the dates 
for payments to warehousemen at locations where official weights and grades 
were not available. CCC agreed to make a provisional payment to warehouse- 
men on grain acquired in store under price support programs in an amount equal 
to receiving charges plus 120 days storage charges at the rates quoted in the 
schedule of rates. Such provisional payment was offset against subsequent 
invoices rendered for charges not prerneeee paid. CCC also agreed to make 
an advance payment upon demand of not less than 90 percent on any invoice 
submitted by warehousemen at locations where official weight and grades were 
available if such invoices were not paid by CCC or returned for correction within 
20 days after date of receipt. For warehousemen at locations where official 
weights and grades were not available, the amount of advance payment was set 
at 75 percent of the invoice. At such locations, no advance payment was made 
until all provisional payments had been offset. Any overpayment resulting 
from such advance was to be refunded to CCC. 

The 1940 contract as amended and the 1946 agreement were not specific as 
to the pees which CCC would make to the warehouseman for expenses 
incurred by him in connection with the loading out of Government-owned grain. 
Accordingly, provisions were written into the 1950 UGSA to the effect that, 
upon completion of the service and presentation of proper invoice, CCC would 
pay registration fees, coopering charges, weighing and inspection fees, car liners, 
protein laboratory fees, and sampling fees. 

Prior to 1950 it was necessary to execute a separate agreement for each indi- 
vidual warehouse facility. The 1950 agreement was prepared in a manner which 
made it possible, if the parties desired, to have one contract cover all of a firm’s 
warehoyses in the same State. This was accomplished by means of a ‘Schedule 
of warehouses’’ which was attached to and became a part of the UGSA. 


1952 AGREEMENT 


The Uniform Grain Storage Agreement was again renegotiated in 1951-52 
At that time the application for approval filed by a warehouseman was made a 
part. of the contract by reference. Under prior agreements, a warehouseman 
was required to keep all grain in the warehouse on which the warehouse receipts 
were issued. This was changed to permit grain not subject to the terms of the 
agreement to be held in other storage positions if allowed by State statute. 

The provision relating to responsibility for condition of grain was modified to 
streamline the procedure for determining that grain was in danger of going out 
of condition, the extent of the warehouseman’s liability, and the manner in 
which disposition of such grain was to be accomplished. 

The protein tolerance of %o of 1 percent on the load out of wheat was continued. 
However, the tolerance for settlement of %o of 1 percent previously allowed was 
reduced to \o of 1 percent. 

_ A new provision was incorporated to the effect that in settling for differences 
in quantity involving conversion, settlement would be made on such legally 
applicable basis as COG may demand. The settlement provisions were further 
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modified to prescribe that the value of underdeliveries in quality on each loading 
order would be paid to CCC by the warehouseman in cash except to the extent 
that such underdeliveries were offset by the value of overdeliveries in quality on 
the same kind of grain. Sample grade grain, previously ineligible for quality 
offset, was made eligible in 1952 to the extent that such grain was called for by 
the loading order. Quality credits under previous agreements were carried for- 
ward only until all grain of each crop year had been shipped, sold, or otherwise 
disposed of. Under the 1952 contract, such quality credits were carried forward 
until the termination of the Uniform Grain Storage Agreement. 

The insurance provisions were modified by specifically limiting the warehouse- 
man’s liability for loss or damage to the grain from floods or other acts of God 
against which insurance was not required. The transit tonnage provisions were 
clarified so as to establish a firmer basis for arriving at a proper valuation of 
billing actually applied by warehousemen versus that surrendered by CCC on 
loading orders. The contract was amended to provide that no charges would be 
payable if the warehouseman had made disposition of any grain contrary to the 
provisions of the agreement unless such disposition was authorized by law, by 
CCC, or by the lawful holder of the warehouse receipt. 

The standard contract clause pertaining to contingent fees was inserted. 
Deleted at that time was the requirement that warehousemen at locations where, 
official weights were not available reimburse CCC for any excess freight charges 
resulting from overshipment of dockage not offset by undershipment of dockage. 


1954 AGREEMENT 


A further revision of the Uniform Grain Storage Agreement took place in 
1953-54. A new clause was added which provided that the period of storage 
would be at the option of CCC unless otherwise agreed to CCC in writing. 
Previous requirements, that the warehouseman at all times had to maintain in 
store a stock of grain equal to the quantity, grade, and quality which he was 
obligated to deliver to warehouse receipt holders, were modified so that the ware- 
houseman would not be in violation of the contract if the stock of grain main- 
tained was equal to the quantity, class and grade and was fairly representative 
of the quality which he was required to deliver. The previous requirement with 
respect to maintaining stocks on hand also was modified by permitting grain not 
subject to the terms of the agreement to be held in other positions if authorized 
either by State statute or by the regulations of State supervisory bodies. 

Provisions pertaining to responsibility for condition of grain were further 
modified. CCC was obligated, within 5 business days after receipt of a notice 
from a warehouseman that grain was out-of-condition or in danger of becoming 
so, to furnish a loading order for immediate shipment or authority to transfer 
such grain to identity preserved storage. CCC was given the right, however, to 
move other grain of the same kind into the warehouse to replace all or part of 
the quantity of the deteriorated grain loaded out. Warehousemen were obligated 
to reserve space without charge for such replacement grain for 10 days after 
completion of the load out of the deteriorated grain. 

Under prior agreements CCC had the right, under certain circumstagees, ‘to 
reject any car of grain shipped from official weight and grade locations which fell 
below the weighted average quality called for by the loading order even though 
such grain was of the numerical grade called for. The 1954 agreement modified 
this by providing that such cars of grain would not be subject to rejection if 
they were fairly representative of the quality called for by the loading order. The 
warehouseman, however, was still liable for anv market discount applicable to 
within grain quality differences. The wheat protein tolerance of 4o of 1 percent 
for settlement purposes was raised to %_ of 1 percent. 

The 1954 contract contained a new provision which relieved a warehouseman of 
liability as a guarantor and held him only to common law liability in cases of 
quality deficier cies resulting from breakage of corn, sovbeans, and grain sorghums, 

Another new provision relieved warehousemen of liability for market discounts 
resulting from action taken under the Federal Food, Drug and Cosmetic Act. 
Such relief was allowed only if such grain otherwise met the loading order require- 
ments on the basis of the Official Grain Standards of the United States and if the 
condition of the grain on which such action was based did not result trom the 
warehouseman failing to use due care or to provide appropriate warehousing 
services. 

Earlier agreements allowed samryie grade grain delivered by a warehouseman on 
a loading order to be offset by quality overdeliveries on other loading orders 
under certain circumstances. The 1954 contract permitted quality’ premiums to 
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be applied against all quality discounts on the same kind of grain, including 
sample grade grain and grain rejected by CCC as not being fairly representative 
of that ordered shipped. F 

CCC also agreed in the 1954 contract it would not acquire grain in store in a 
warehouse without prior consent of the warehouseman except in those instanees 
where such grain was being acquired for prompt shipment. CCC further agreed 
it would not discriminate against any warehouseman not operating under a CCC 
occupancy agreement by loading out grain from his warehouse and moving it into. 
a warehouse operated under an occupancy agreement, 


1956 AGREEMENT 


The Uniform Grain Storage Agreement was last revised in 1955-56. Modifica- 
tions in various contractual provisions were effected to overcome operating 
difficulties and ambiguities encountered by warehousemen and CCC under prior 
agreements. At that time subsequent applications for approval were made a 
part of the agreement by reference in the same manner as the original application. 

Warchousemen were given the election, in the ease of CCC-owned grain from 
CCC-owned facilities, of determining whether such grain was to be stored or 
handled identity preserved or commingled. Such election had to be made prior 
to the time that such grain left the CCC-owned facilities. 

A new provision was added specifying that, if the loading order called for 
delivery of both protein and nonprotein wheat, protein settlement would be made 
only on that part of the loading order covering warehouse receipts calling for 
protein. 

Difficulties were encountered under previous agreements in obtaining official 
weights and grades where shipments were directed beyond the normal marketing 
area of the shipper or were directed to a destination where official weights and 
grades were not available. The 1956 agreement provided that, if official weights 
and grades were determined at destination or at intermediate points, such desti- 
nation and intermediate points had to be within the normal marketing area where 
such weights and grades were customarily obtained by the warehouseman. 

The settlement provisions were modified to clarify the intent of previous agree- 
ments that quality credits could be offset only against quality debits. A cutoff 
period was fixed for the accumulation of quality debits and credits, such quality 
accruals being limited to a period not to exceed 3 calendar years after the year they 
were established, 

The pricing of sample grade grain was changed from the date the last car on the 
loading order was shipped to the date such grain was sold. Another new provision 
required warehousemen to file loss-in-transit claims against carriers. Still another 
provision required CCC, in those cases where the proceeds of sale of rejected grain 
exceeded the value of grain ordered shipped, to pay such excess value to the 
warehouseman. 

The contract. was revised to provide that the payment of charges set out in the 
schedule of rates applied only to charges payable by CCC. Previous agreements 
did not contain such specific provisions and questions arose as to whether the 
rate schedule also applied to price support grain. 

Provision was made for making periodic payments quarterly rather than semi- 
annually or every 4 months. Also the provisional payment, authorized under 
previous agreements, was dropped. The advance payment was adjusted to 80 
percent for all warehousemen. 

A new section was added by which CCC agreed it would not transfer warehouse 
receipts to any person, other than agencies entitled to the benefits of the agree- 


ment, without obtaining prior consent of the warehouseman. The anti-discrimi- 
nation clause was deleted. 





SumMMARY oF Unirorm GRAIN STORAGE AGREEMENT Rate CHaNceEs Since 1940 


The ‘Terminal Warehouse Agreement’’ and “(Country Warehouse Agreement” 
issued in 1939 contained no uniform schedule of rates. Charges paid for the 
receiving, storage, and load out of Government-owned grain under such ao 

the 


ments were based upon the prevailing tariffs of warehousemen who execute 
contracts. 
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1940 AGREEMENT 


Because tariff rates were so variable and posed difficult administrative problems 
a separate schedule of rates was saantiaial and made a part of the 1940 Uniform 
Grain Storage Agreement. Storage rates, under that schedule, were computed 
on a daily basis for a fraction of a year ranging from 180 to 210 days followin 
the date of deposit of the grain in the warehouse. The balance of the annu 
storage period was “‘free’’ time, i.e., no storage charges were paid for the remainder 
of the annual period. In addition to the storage rate, separate charges for re- 
ceiving, loading out, conditioning, and insurance were authorized and paid by 
CCC. Storage rates for all grain except corn were established on a geographical 
area basis. Such rates for corn were uniform in all States. 

When grain was acquired in bulk but stored in sacks a special additional charge 
was authorized. Also a wharfage charge was payable on grain received in port 
locations. 

192 AMENDMENTS 


A new schedule of rates became effective on the 1942 annual renewal date of 
the agreement. Storage rates were like those of 1940, i.e., charges were paid for 
the early part of the annual storage period and no charge was assessed for the 
balance of the year. Conditioning and insurance charges were increased some- 
what. Also, provision was made for a semiannual payment on Government- 
owned grain which had been in storage for at least 6 months after the annual 
renewal date of the agreement. Storage rates were uniform for all grain except 
corn and oats. 

196 AGREEMENT 


The 1942 schedule of rates was superseded by a revised schedule of rates which 
became effective on the 1946 annual renewal date of the contract. Rates under 
that agreement were computed on the same basis as under the earlier agreements 
but because they were slightly higher they produced greater annual earnings for 
a warehouseman. Rates for grain sorghums were established on a hundred- 
weight basis while rates for all other grain remained on a bushel basis. Rates 
were uniform for corn, oats, and grain sorghums but varied according to area for 
other grain. 

148 AMENDMENT 


In 1948 CCC authorized increases with respect to certain items in the 1946 
schedule of rates. Such increases were applicable only to charges incurred during 
the 1948-49 contract year. Handling, conditioning, and insurance charges were 
increased for all grains. The above charges as well as the storage charge were 
increased for flaxseed. 

149 SCHEDULE 


A new schedule of rates superseding all previous rates was issued and became 
effective in 1949. Storage charges were paid on the same basis as under earlier 
schedules. While the 1949 rates paid for storage were slightly lower than those 
of 1948 they still represented an increase over payments in 1946. Separate 
charges previously paid for conditioning and insurance were consolidated into 
the storage charge. Handling charges were increased somewhat. Rates for 
corn, oats, barley, and flax were uniform in all States while rates for wheat and all 
other grain varied according to geographical areas. The basis for computing 
storage rates for grain sorghums was changed from hundredweight to bushel to 
conform to other grains. 

1950 SCHEDULE 


Because the 1949 rates were applicable for only 1 year, it was necessary to negoti- 
ate new rates again in 1950. The 1950 schedule of rates was identical in ever) 
respect with the 1949 schedule, 


1952 AGREEMENT 


The Uniform Grain Storage Agreement and the Schedule of Rates were re- 
negotiated in 1951-52. The method of rate computation previously used was 
abandoned and a new concept was adopted. Under the new schedule, storage 
free time was eliminated except for a 10-day period which was applicable only to 
grain received by truck. Except for the free time noted above, storage was paid 
each day that grain wasinstore. The daily rate for the first portion of the storage 
year was considerably in excess of that paid for the balance of the annual storage 


ems, 
form 
uted 
wing 
nual 
nder 
r re- 
1 by 
hical 


arge 
port 


te of 
1 for 
> the 
o»me- 
1ent- 
nual 
‘cept 


‘hich 
nder 
ents 
s for 
ired- 
tates 
a for 


1946 
iring 
were 
were 


came 
arlier 
those 
arate 
into 
s for 
1d all 
uting 
el to 


goti- 
overs 


re Te- 
| was 
orage 
ily to 
paid 
orage 
orage 


GRAIN STORAGE 33 


year. A direct transfer charge was established for the first time. Rates were 
quoted separately for commingled and identity preserved storage for corn, barley, 
and flax. 

19544 AGREEMENT 


Rates under the 1954 UGSA were computed on the same basis as under the 1952 
agreement but upward adjustments were made in some instances and the periods 
of time during which each of the separate rates applied to the grain were adjusted. 
Such adjustments produced higher annual earnings for warehousemen. The 
1954 schedule also obligated CCC to pay a service charge on all grain remaining in 
store beyond 1 year. Such service charge amounted to one-half of the applicable 
receiving charge on truck grain and the full amount of the receiving charge on rail 
grain. Such charge became due and payable by CCC on the 366th, 731st, 1,096th, 
etc., day that the grain remainedinstore. Handling charges remained unchanged. 


1956 AGREEMENT 


The most recent revision of the UGSA Schedule of Rates took place in 1955-56. 
Rates under the current agreement are computed on a level per diem basis, the 
rate remaining constant regardless of the length of time grain remains in store. 
The service charge authorized under the 1954 schedule was discontinued. No 
change was made in the total aa paid for receiving and loading out. 

It should be noted that rates paid under the various agreements for wheat, rye, - 
grain sorghums, and soybeans, vary by geographical areas. Several factors are 
responsible for different truck receiving and storage charges being paid on an 
area basis. For example, it is generally admitted and recognized that grain 
tendered by farmers to warehousemen in eastern and southern States is generally 
delivered in smaller lots than in the major grain producing States. Such smaller 
deliveries are more costly to handle and store. Also, because of climatic con- - 
ditions, a greater risk attaches to the storage of grain in the southeastern and 
southern States than in other sections of the country. The hot humid weather 
found in such States is conducive to heavy insect infestation and more rapid 
deterioration than in areas where cooler weather exists, requiring large capital 
expenditures for fumigants and for aeration equipment. 
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® Applicable only to CCC-owned grain from CCC-owned facilities. First incorporated in schedule of rates in 1956, 


t Soybeans Ist included under UGSA and schedule of rates in 1942. 
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1 Applicable only to CCC-owned grain from CCC-owned facilities. First incorporated in schedule of rates in 1956. 
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Mr. Cootrey. Mr. Chairman, wouldn’t it be well for Mr. Berger to 
indicate how much Government owned storage we now have that is 
vacant? 

Mr. Jonss. If the chairman will pardon me, I am getting down to 
that. I have some notes on that. I am coming to that in a second. 
I was trying to go through his statement first, take the statement 
that was made and ask questions from his statement and then develop 
some other questions. 

Now on page 6, down at the bottom, we have a statement here that 
there has been a considerable expansion of storage capacity of ware- 
houses approved under the uniform grain storage agreement: 

The capacity has more than tripled in the past 10 years, It rose from 1,125 
million bushels on August 31, 1950, to 3,550 million bushels on February 27, 1959. 
Also, applications are pending for approval of some 44 million bushels of capacity 
at the present time. 

Now whose storage capacity was it? Was that all private ware- 
housing or does that include the Government-owned warehousing 
also? 

Mr. Berasr. We are speaking here entirely of private commercial 
warehouses. 

Mr. Jonus. These are all private commercial warehouses? 

Mr. Bercer. Yes, either built by cooperatives or private invest- 
ment. 

Mr. Jones. How much trouble would it be for you to prepare a 
table showing the amount of storage that is under contract with 
various persons, including co-ops in various parts of the country? 
In other words, the first statement I made a minute ago, these 200 
contracts that you have, could you give us a list of all of the available 
storage in various parts of the country? For the purpose of this 
particular hearing, we are interested particularly in grain; we are not 
going to try to get off in these other items, but this is grain now. 
Also, as Mr. Cooley suggests, I think that we should have a report 
on the amount of Government-owned storage that is owned by the 
Commodity Credit Corporation, the location and capacity and also 
the cost of that storage. Would that be too big a problem to get up? 

Mr. Patmpy. Mr. Chairman, the first comment, we point out in 
here that we have some 11,000 contracts. So in answer to the first 
one and breaking down the commercial location of the commercial 
storage, | have to point out that this means 11,000 entries plus. 

As regards the locations of Government-owned bins, it depends on 
how much we break it down. We can do this easily by States and 
certainly the percentage of fill, and I would like to add there we would 
like to submit to you the history of fill because at any one time it 
might be misleading and we may be in the process of getting ready to 
take over, and so on. 

Mr. Jones. I can assure you we don’t want to ask anything that 
is unreasonable or anything that would not be pertinent to this ques- 
tion, so let’s agree then that you will furnish just that by States. 
That wouldn’t be much trouble. 

Mr. Patmpy. No, that is no problem. 

Mr. Bercer. We have it now by States. That can be done very 
easily without giving a list of the individual contractors, but we do 
have the amount of volume in each State in which we have it covered 
by the uniform grain storage contract. 
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Mr. Jones. Now we want that broken down, too. We want the 
Government-owned storage by States and then give us the privately 
owned by States. 
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Mr. BERGER. Yes, that can be done without too much trouble— 
I mean without going to a lot of extra work. 
(The information referred to is as follows:) 


The books of the Commodity Credit Cor 
tures and related equipment owned by C 
original cost exclusive of depreciation reserve of $234,004,622.77. 


ration show that the storage struc- 
°C as of January 31, 


1959, had an 
This means 


that the average cost of the bins, about a third of which were erected prior to 1950, 
is 23.7 cents per bushel of total capacity and 26.4 cents per bushel of usable 
capacity (10 percent allowance for turning). 


Percentage of usable capacity of CCC bins utilized (Jan. 1 for each year) 























Percent E Percent 
Year: of fl | Year—Continued of fill 
1950___. See ; E 44. 6 1955_ = en —— 
re OR a 65. 6 1956__- cas am ware 81.1 
See tte , 62. 6 eee ee 80. 4 
I ssa 50. 5 1958_ 76. 1 
iin at hieareays beeen beaten 67. 8 1959_ 78. 4 
CCC-owned structures (bushel capacity as of Jan. 1) 
1959 2) woe 1959 
States od adh States ad 
| Total | Usable || Total Usable 
capacity | capacity ! | capacity capacity ! 
— ane Th | $$ a 
7, 858, 161 || New Jersey.....-...--- 32, 400 29, 160 
1, 800 || New Mexico-. “a 764, 000 687, 600 
173, 314, 414 || North Dakota_. 029, 734 40, 526, 761 
44, 361, 677 || Ohio ___-.-- . 18, 498, 908 16, 649, 017 
259, 922,240 |} Oklahoma--_-. ee 581, 672 523, 505 
40, 807, 840 || South Carolina.__--_. 516, 870 465, 183 
Kentueky..-_._...---- 829, 140 746, 226 || South Dakota. - : 7 71, 975, 489 
Louisiana. -.-_..-..-- 8, 733 | 7,860 || Texas_..........-. 962, 002 866, 802 
Michigan..._-_- > 13, 740, 634 12, 366, 571 || Virginia......___- 1, 337, 000 1, 203, 300 
Minnesota. . -_--._.-- 102, 788, 632 92, 509,769 |} Wisconsin. _._. 6, 716, 780 6, 045, 102 
oo meme 22, 184, 986 19, 966, 487 _—— ae 
Montana_......._....| 17, 425, 200 15, 682, 680 Total_- ..| 986, 726, 991 888, 054, 292 
Nebraska.............| 90, 597,388 81, 537, 648 


4 Total capacity less 10 percent for turning. 
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Capacity of warehouses approved under the uniform grain storage agreement and 
applications pending as of February 27, 1959 


[In bushels] 





— 










Approved } Applications 4p ved | Applications 
@ 









State February Rpts ruary ees 
27, 1959 ebruary 27, 1959 ebruary 
27 ,1959 27, 1959 
(1) (2) (3) Q) 
Alsbama.._......-.-.- 4... 0 eee fl eee 38, 877, 000 176,000 
ees 24,408 900 | 1, 800000 || Nevada. 2222222277 20.000 | Tomson 
Arkansas. - y , 860, 000 || Nevada......-------- ‘ 
California... .......... 78, 343, 000 3, 591, 000 || New Mexico.......... 12, $39 Tn Taencentiettlibe 
Colorado.......-.-.-- 51, 882, 400 89, 000 || New York......-....- Fea 13e OD Inanceceesinbie 
Delaware... ..-.--..-- 740, 000 }...........-.. || North Carolina....... 5, 512, 900 225, 000 
PEE vennscocssecce 156, 300 |.............. |} North Dakota........ 105, 183, 000 968, 000 
te Se, PED Lnawcacennccssce tt Eiicenaeasonacetens 59, 663, 000 72, 000 
Idaho- --- 35, 272, 000 345, 000 || Oklahoma...........- 174, 320, 800 10, 304, 000 
cin okipim 258, 081, 000 170, 000 || Oregon........--.....- 79, 403, 000 30, 000 
| | a 61, 599, 000 62,000 || Pennsylvania__......- SE iinenatatiinadenies 
BOR 56 bbb6bdend~ ddd 267, 980, 000 71, 000 |} South Carolina_...... SERIE £.. dmactbadiesoce 
eae 610, 424, 000 2,275, 000 || South Dakota..-..-..- 62, 011, 000 561, 000 
cht hci nine 14, 195, 000 |..... 2 rani Ste Tenmessee............ 18, 336, 000 f........-..-.. 
PING arccccnsess 29, 162, 000 1, CO, 060 Hl TORRE ccunc<sevdened 540, 185, 200 13, 708, 000 
ie inrcie's nis oe) eS BLicces ecsbeusede 7, 801, 000 2, 200, 000 
aryland..........-.- 4, 800, 000 |....-....-. Vir te lens 6 5 cc <sha GS GRR GED E.. 200c)5els<--0- 
Massachusetts... 1, 000, 000 |... Washington. -__.-...-- 146, 403, 000 1, 620, 000 
jehigan............. 19, 896, 000 |... Wisconsin............ 58, 793,000 }.............. 
Minnesota.......... 235, 236, 000 1,616,000 || Wyoming. -........--- OE tnetimangiche 
Mississippi. ........-- Uk fee ——__—_—_——— 
| 112, 757, 000 197, 000 U.S. total. ...--. 3, 546, 826, 100 43, 971, 000 


Mr. Jones. We don’t want to burden the record, in other words, 
or make any unreasonable requests either. 

Mr. Heimburger has suggested here, and I think it is well, that if we 
could go back and take some specific dates on your records—we will 
let you select that date—by years and go back at the beginning of the 
program so that we can get an idea of, say, on a certain date in 1940, 
1941, 1942, and so on, the amount of grain that was in storage in Gov- 
ernment warehouses, in private warehouses and on the farm. In other 
words, what we are trying to do is to establish and show how the rela- 
tionship has changed, if it has changed, during that period of time. I 
think that your records, your Commodity Credit reports that you get 
out, I think that would show that all right, but we are just asking you 
to do the work, rather than have us to go out and pick it up. That 
wouldn’t be a great job, would it? 

Mr. Bercer. I think we could do that; that is, if we could go back, 
say, to 1950. Would that be far enough? If we go back further, it is 
hard to get some of the records. 

Mr. Jonzes. Well, go back to 1950. That is where you have your 
big change. I believe you said it is sometime during that time. 

Now, Mr. Cooley, pardon me for not yielding. 

Mr. Bereer. I think that can be done easily enough. 

(The data referred to above is as follows:) 
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Jan. 1 location of stocks of grains in the United States, 1950-59 











[Figures in thousands of bushels] 
In com- In CCO 
Onfarms /|mercial ware-| structures 
houses 
RE ES eR ae ee ee 3, 541, 412 947, 176 152, 573 
DM Rkichee samdicteetcbidsnickidethcscceccacaneienmmcenee 3, 529, 753 1, 154, 105 319, 818 
Sia dcebiettcgtidh ich haiti eneainatlaeastciaidlpevsitincodieetibnimndtiisbeanjiantinanitocsinesonioel 3, 242, 757 926, 079 306, 788 
(ie ial hig S ik alee aay AM Aine Re 3, 455, 249 1, 033, 007 247, 263 
a a a RE a gs 3, 472, 235 1, 198, 279 347, 344 
ict tnd dink cadimisbbuniicAndiliga bbb waindicweee > 3, 548, 492 1, 450, 524 589, 743 
Sh itccuaeh ede thaiiubuimnnddiuieigedelikaaminddsnbecin 3. 752, 360 1, 770, 964 643, 251 
i spieeneebdtet Meith oacinanpinman caked thauastedahe dul | 3, 564, 300 1, 847, 307 718, 174 
 cibbitee eh teb basin ackuvaienicsunsdetcbka TLipkcintinddsnes 4, 037, 125 2, 066, 359 677, 924 
REE Bs PS FE a TES Tat 2s ae 4, 537, 325 2, 651, 505 696, 337 
| 
i Preliminary. 


Mr. Cootzy. I understand, Mr. Berger, you have not acquired any 
Government-owned storage in the last 2 years. 

Mr. Bercer. That is correct. 

Mr. Cootry. How many, if any, contracts do you now have under 
consideration through which private individuals would be encouraged 
to provide additional storage; in other words, on your basis of 60- 
percent guaranteed occupancy? 

Mr. Bercer. That has been discontinued for at least 2 years. 

Mr. Coo.sy. It has been? 

Mr. Brercer. Oh, yes. We haven’t had any recent contracts on 
that basis. 

Mr. Cootry. That is what I was wondering. 

One other question here: I guess Mr. Jones has already asked you 
to advise us how much Government and private space is now vacant 
and available. In other words, certainly all of the warehouses in the 
country are not filled up, are they? 

Mr. Bercer. No, no, they are not. In other words, Mr. Cooley, 
I think you would find that in the Pacific coast, for instance, there is 
some additional storage space at the present time. 

Mr. Coo.sy. It is unoccupied? 

Mr. Bercer. And unoccupied at the present time, but it does cost 
quite a little bit of money to move grain from where we have it out 
there and put it into that empty storage. 

Mr. Coo.trey. What I am trying to get at is this: Assuming that 
all of the warehouses are not now filled to capacity, what amount of 
space is that that is now available to take care of, say, an additional 
million or 2 million bales of cotton or additional corn crops or wheat 
crops that might come out of this harvest? 

Mr. Bercer. Well, a recent survey indicates that the only area in 
which there seems to be at the present time a rather acute storage 
deficit, if the industry continues to build the additional storage they 
say they will, is a small area in Minnesota, North Dakota, primarily, 
and in South Dakota. Other than that, why, we think that the in- 
dustry will provide the storage that is needed. This takes into ac- 
count what the farmers are doing themselves and under the bin- 
construction-loan program we give them at the present time. 

Mr. Coo.tey. What about the Corn Belt? 

Mr. Bercer. The Corn Belt looks like it is going to take care of 
itself, providing the industry builds again, Mr. Cooley, what they 
say they plan on building between now and take-over. 
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Mr. Cootry. Are you pretty well satisfied, then, that private 
industry will provide the necessary storage to take care of any possible 
increase? 

Mr. Bercer. Except in that small area I have described. 

Mr. Cootrey. What do you plan to do in that area? 

Mr. Bercer. Well, we are working on that at the present time. 
We may move grain to the Pacific coast. We have not come to a 
definite conclusion as to just what we can do there to handle that 

articular problem, but it isn’t insurmountable. That 66 million 
Cashel potential shortage in North Dakota may not show up quite as 
big as it seems. Maybe industry will put in a little bit more storage 
there. We are not quite sure of it, but we may have to move grain out 
and that will be an additional cost to CCC to do it. 

Mr. Cootry. Mr. Chairman, did you ask for the cost of the Govern- 
ment storage? 

Mr. Jongs. I did, yes, sir. 

Mr. Coouey. I mean the cost of the buildings. 

Mr. Jongs. That is what-we have asked. That has been included 
in the record already. 

Mr. Coouey. Before you start again, Mr. Chairman—you made a 
statement that cotton was costing from 43 to 51 cents and yet this 
sheet I have indicates it is being stored for 38 cents. 

Mr. UnpERHILL. I think I can answer that. The difference is in 
the insurance. The gross amount is the higher figure, but we do not 
require the warehousemen to carry insurance, and we deduct out from 
the storage the amount that he would have to pay an insurance com- 
pany if the cotton were insured. 

Mr. Cootey. What do you mean; you are carrying your own insur- 
ance on cotton? 

Mr. UnpERHILL. We are carrying our!own insurance on the cotton 
we own. ey 

Mr. Cootey. So it actually cost the Government 38? 

Mr. UNDERHILL. It cost the Government 38, plus the fire losses 
that we have absorbed by not having commercial insurance. 

Mr. Cootey. Well, it is costing the farmer at the rate of 43 to 51. 

Mr. UNpERHILL. That is correct. 

Mr. Jones. I think that on the statement here, from the statement 
that has been made, I think I have covered the questions that I have 
and if we could now just have questions from the other members of 
the committee to clear up any points in the statement and then I want 
to come back and have some other questions which deal with some other 
points. So at this time I wish that the members of the committee 
would confine themselves to the statement by Mr. Berger and try to 
clear up any points there and then we will expand this discussion as 
we go ahead. 

Dr. Dixon? 

Dr. Drxon. I think the questions of the chairman have been very 
thorough and show a fine grasp of the situation. | have no questions. 

Mr. Jones. Mr. Jennings? 

Mr. Jenninas. I notice on the last page of your statement here, 
Mr. Berger, that you say that in many of the commodities, that you 
have disposed of practically all of your surplus commodities. What 
are those in particular? 
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Mr. Bureer. | have been in the Government service on this second 
tour of duty now for 5 years. When I first came in here, we had about 
a billion-and a half pounds of cottonseed oil, for one thing, Congress- 
man Jennings, and we had cottonseed meal in our inventories. We 
had olive oil in our inventories. We had quite a sizable inventory of 
linseed oil in our inventories. I am only trying to think now, without 
looking at any reference list, and practically all of those have been 
disposed of. We have a small amount of cottonseed oil that we have 
accumulated on a price support program on cottonseed just this last 
summer, of which we are now in the process of disposing of. 

Mr. Jennines. What about perishables? Do you or have you any 
perishables under the program? i 

Mr. Bercer. Well, I don’t know whether you classify the olive oil 
as such, but we have had honey, for instance, and we have had, of 
course, our dairy products. We would naturally consider those as 
perishable. We have been able to keep those pretty well moving 
through our different programs that we have developed, such as the 
donation programs and relief programs and things of that kind. We 
have been keeping our dairy inventories down very, very low in com- 
parison to what they were when I first came in here. 

Mr. Jenninoes. Now under section 32, does that statement deal 
with section 32 funds that might be involved, such as the times when 
you buy food for the school lunch program? 

Mr. oan For the school lunch programs, yes. 

Mr. Jenninos. Or for special purposes, like pork and gravy and 
surplus beef, and so forth. Does this statement concern itself with 
the storage of those items? 

Mr. Bercer. | would think so. 

Mr. Jennincs. Do you have any of those items that | just men- 
tioned, any section 32 items in any great quantity in storage? 

Mr. Bercer. That is turned over almost aulemeaaiaaly to the 
Agricultural Marketing Service and it is really their inventory. We 
merely buy it for them, you see. 

Mr. JENNINGS. Let me explain. One reason I asked this question 
was just this morning, and practically no day goes by that I don’t 
have requests from some of the—I think we perhaps refer to them as 
welfare programs—as to the availability of surplus commodities. 
Now, do you have any commodities other than the major commodities 
that we are dealing with in storage that would be available for that 
program that we could move into the disposal vehicle, | suppose you 
could call it, under that program? 

Mr. Bercer. I would say that everything that we have in CCC is 
available, that is, as far as Commodity Credit is concerned. Now you 
are getting over into a little broader field which gets out of the area 
for which we are responsible and I am not able to answer all ques- 
tions in that particular field. But you take rice, for instance, and 
cornmeal and flour, are all available, you see, as are all of our dairy 
products. 

Mr. Jenninas. I realize that. I have not received any specific 
request on any of those particular items, but I was just wondering in 
this fringe field if there is anything that is still around, such as some of 
the past canned goods—— 

Mr. Bercer. Well, you are getting out of our field. | am not the 
man to answer you. 
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Mr. JENNINGS. You would be responsible for the storage and, of 
course, would know about the cost of storage. 

Mr. Bercer. And in most cases we do the buying for them through 
CCC, but the programs are developed over in Agricultural Marketing 
Services. What 1 am trying to say, Congressman, is I am not in 
position to discuss it with you because I am not acquainted with the 
problems over there. 

Mr. Jennines. Well, I want to just commend you on your state- 
ment and say, in particular, I am lad to see that we are disposing of 
a record volume of commodities that have been amassed under the 
program. I think it is much better to dispose of them, rather than 
store them. 

Mr. Bercer. We certainly are trying to do‘our best. 

Mr. Cootry. Why do you think he disposed of them? 

Mr. JENNINGS. He says at the conclusion: 

In conclusion, I should like to point out that CCC has disposed of a record 
volume of commodities in recent years. 

Apparently that is true because on the surplus commodity groups 
we have no longer any rice and dried beef and we no longer have pork 
and gravy and beef and gravy and we no longer have cheese and it is 
down to just about the few commodities he mentioned, so certainly 
he must be disposing of it. 

Mr. Cooter. The sad fact remains that just 6 years ago we had 
less than $2% billion invested in surplus commodities and now we 
have over $9 billion. 

Mr. Bercer. It is right at the $9 billion figure and will go higher. 

Mr. Coo.ry. I have been using this figure of $3 billion in wheat. 
Is that about right? 

Mr. Bercer. Approximately correct. 

Mr. Coo.ey. About $2 billion in corn and $2 billion in cotton. They 
are the big problem. 

Now I have a question off the record. This is off the record. 

(Discussion off the record.) 

Mr. Jones. This is back on the record. 

Do you have any questions, Mr. Quie, on the statement? 

Mr. Quiz. Just one question on this chart you have here, Mr. 
Berger. This is of interest to me because of another subcommittee 
Iam on. Why is it that the storage cost of the grain sorghum is so 
high, as it appears on there, it is a little better than 3 cents. 

Ar. Bercer. That is on a hundredweight basis instead of a bushel. 

Mr. Quire. If this is reflected, then, in bushels instead of hundred- 
weight, would it be the same as commercial storage or would it be 
some place between bin storage and commercial storage? 

Mr. Bercer. The same as wheat. 

Mr. Quire. It would be exactly the same as wheat? 

Mr. Bercer. Yes. 

Mr. Jones. Mr. Hagen. 

Mr. Haaen. Mr. Berger, according to page 6 of your statement, at 
the bottom, you say— 


_ Also, applications are pending for approval of some 44 million bushels of capac- 
ity at the present time. 


What kind of applications do you refer to? 
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Mr. Bercer. Well, if a commercial warehouseman is planning on 
building new storage in an area, he comes to our Commodity office 
and before he spends his money or invests his money in buildings, he 
finds out what he needs to build in case that we needed storage prior 
to the time that he invests his money to build the storage and he does 
doublecheck with us and the county committee to find out and see if 
the area in which he plans on building is an area in which we consider 
that there is need for additional storage. 

Mr. Hacen. However, he is not an applicant for a Federal loan to 
build that? 

Mr. Bercer. No, sir; he is not and does not get a Federal loan for 
it. Neither does he get a guarantee we will fill it at the time it is 
fully built. 

Mr. Hacewn. It is really for information? 

Mr. Bercer. That is correct. 

Mr. Patsy. I would like to make one comment. This 44 million 
is actually a little further than what Mr. Berger stated. This is 
actually ready for the inspector to physically inspect this year. In 
other words, this is just waiting for approval. 

Mr. Cootzy. Will you yield one moment? I just want to ask if 
I understand you to say that no Government loan is now available to 
@ person or firm desiring to build storage? 

Mr. Bercer. Only as a farmer. <A producer may borrow from us, 
but not a commercial corporation or a private individual who wishes 
to put up a commercial elevator or a cooperative, except as a coopera- 
tive may get it through the Co-op Bank. 

Mr. Cooxey. If a farmer desires to build storage on his own farm, 
he can get a loan? 

Mr. Bercer. Yes, sir, he can get a loan from us. 

Mr. Cootey. From what agency does he obtain the loan? 

Mr. Bercer. Our regular county ASC Committee office in each 
county disburses on behalf of CCC. 

Mr. Hacen. Mr. Berger, at the bottom of page 7 you state, “In 
comparing the cost of storing grain in the CCC bins and in the empty 
ships with the cost of storing it in commercial grain elevators, it is 
important to remember that the elevator operator guarangees the 
grade of the grain and must replace any that goes out of condition, 
or is lost through shrinkage or spillage.’’ As I look at this Uniform 
Grain Storage Agreement which you use, the warehouseman is not & 
guarantor of condition. He can notify you the grain is going out of 
condition and then it becomes your obligation; is that correct? 

Mr. Bercer. Let me ask one of the gentlemen here who are a little 
bit better acquainted with that than I am. 

Mr. McMahon would like to answer that. 

Mr. McMauon. Under the contract, if he feels that the grain is 
going out of condition, he can notify the Commodity office of that 
fact. They then have 5 days in which to load out that grain, if we 
have a place to go with it and, of course, we hold him responsible for 
any deficiency upon load out. Now if we could not issue loading 
orders, why then the grain is transferred to identity preserved. There 
is an Official inspection on it and his responsibility would cease from 
that point on. We have almost no identity preserved storage. 
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Mr. Hacen. In other words, if he is a good operator, all he really 
insures is that the grain he takes in is the same original rade and 
quality that it says you get on the warehouse receipt, isn’t that right? 

Mr. McMauon. That is correct. 

Mr. Hagen. And as far as condition and shrinkage and so forth, he 
can duck that responsibility by being alert and notifying you? 

Mr. McMaunon. No, no, that is not quite right, Congressman. 
He is held for quality and quantity. Now this section 10 that I think 
you have reference to is the one whereby he can notify us if he feels 
the grain is going out of condition and he serves that notice on us and 
then the Commodity Office has 5 days in which to issue a loading order 
and if a loading order is issued and the grain is loaded out in the normal 
fashion, why we hold him fully responsible for the quality and quantity 
of that grain. It is only where we fail to issue a loading order do we 
relieve him of any further responsibility. 

Mr. Haagen. However, he insulates himself from further change by 
giving that notice to you. Any shrinkage and/or spoilage that occurs 
after that date, of course he is not responsible for; isn’t that correct? . 

Mr. Bercer. That is correct. 

Mr. Hagen. Anything that occurs after, you are responsible for? 

Mr. McMauon. That is right. 

Mr. Hacen. Now I am trying to lay a little background for a 
question I want to ask. 1 notice from your schedule of rates here, 
which is the 1956 Supplement—that is the current schedule, isn’t it? 

Mr. McManon. I beg your pardon? 

Mr. Hacen. Your schedule of rates on the grain storage ee- 
ment—I have a 1956 Supplement here. That is your current schedule; 
is that correct? 

Mr. McMauon. That is correct. 

Mr. Hacen. I notice here on barley, and it is the same all over the 
United States, where the grain is commingled your rate is 45, total of all 
charges—45,000 per day—is that right? 

Mr. McMauon. Storage charge? 

Mr. Hagen. As I calculate it, assuming there are 2,000 pounds in a 
ton, what would be the annual rate per ton? 

Mr. McManon. Right. That is on a bushel basis, that 45,000. 

Mr. Hagen. What would that translate into per ton? 

Mr. Bercer. That would take a little figuring. 

Mr. McManon. I would have to calculate it. I couldn’t answer 
that on the tonnage basis. 

Mr. Bercer. Congressman Hagen comes from California, where 
they deal in tons and hundredweight instead of bushels. 

Mr. McManon. I can’t answer the question without doing a little 
pencil work. 

Mr. Hacen. What would it translate into per ton? 

Mr. Patsy. I get a figure of 1.8 cents. 

Mr. McManon. That is probably about right. 

Mr. Bercer. Not per day. 

Mr. McManon. No, sir, that is a cent and eight-tenths bes day. 

Mr. Patmsy. Yes, a cent and eight-tenths per day. That is a 
round figure. It is just a little under that. 

Mr. Hagen. What would it be per year per ton? 

Mr. Bercer. We should have some slide rule experts from the 
Department of Agriculture with us, I guess. 
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Mr. Patmsy. About $6.50. It is a little under this because I com- 
puted it at 50 pounds, rather than 48. 

Mr. Hagen. I am advised that the Salyer Grain & Milling Co. of 
Corcoran, Calif., in my Congressional district, will store privately 
owned barley for $2.75 to $3 per ton per year, whereas the Govern- 
ment is paying this private warehousman $6 to $8 per ton of barley a 
year. Now it is true that there is some obligation on the Government 
storage that doesn’t exist in the case of private storage, but that price 
differential is a huge differential, if it is true. And I have been led 
to believe, by a reliable informant, that it is true. I would seek from 
you for the record comparisons of rates charged the Government 
compared to those charged private persons in all areas of the country. 

Mr. Patmsy. Mr. Congressman, we have made somewhat of a 
study as to how your Government rates compare with industry rates, 
In some States we are admittedly higher than public rates in that 
State. Many States are also lower. iin fact, it seems Mr. Underhill 
prepared a statement on this. I think we have something we could 
submit. 

(The data referred to above is as follows: ) 


State Rates Versus 1956 UGSA Rates ror HANDLING AND STORING OF 
Truck-RECcEIVED GRAIN 


Late in 1957 CCC obtained information relative to the prevailing rates paid 
for the handling and storage of truck-received grain in all 48 States. Such 
information was compared with the rates paid under the 1956 Uniform Grain 
Storage Agreement and showed the following: 


States with higher aunual rates: States with lower interest rates: 
Arizona California 
Illinois Idaho 
Iowa Minnesota 
Missouri Montana 
Nebraska North Dakota 
Utah South Dakota 
Wyoming Oregon 
Washington 


Rates in all other States are the same as those paid under the Uniform Grain 
Storage Agreement or are not controlled by State regulatory bodies. 

The following table provides a comparison of State and Uniform Grain Storage 
Agreement rates assessed at public warehouses on an annual basis for the handling 
and storing of grain in each of the States. The promulgation and administration 
of the rules rd regulations governing the operations of State-licensed grain ware- 
houses vary considerably between States. In like manner rates for services 
rendered by warehousemen operating under State authority are established in 
several different ways as is noted under the comments relative to each State. 
Under certain conditions the commercial rates may appear more desirable than 
those in effect under the current Uniform Grain Storage Agreement. However, 
it is to be noted the requirements and responsibilities of the warehousemen ap- 
proved under the UGSA not only demand of him the furnishing and maintenance 
of comprehensive records and reports but the obligation to maintain the condition 
of the stocks handled and stored in the approved warehouse. Further, under 
commercial tariffs the warehouseman is generally required only to provide storage 
= and to exercise due care while under the Uniform Grain Storage Agreement 
the warehouseman is a full guarantor of quality and quantity and as such is liable 
for any shortage or deterioration. Thus, the warehouseman approved under 
the UGSA is required to provide many services and to assume many liabilities not 
imposed under State laws and regulations. 
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Mr. Hacen. Will you submit for the record those comparisons? I 
would also like specific detailed comment on the Salyer Grain & 
Milling Co. situation. 

Mr. Pavmsy. I think we have a reasonably good study that we 
could submit that we have already in hand as to how our rates compare 
to the several States. 

Mr. Poace. The actual price they are paying to this particular 
grain company and the actual price that this particular grain company 
is taking in private storage. 

Mr. Hacen. I would definitely like to have that for this particular 
grain company I mentioned, and these other comparisons in other 
States, too, to see what kind of bargain you are getting. 

Mr. Poacs. Will you yield? What you are trying to find out is 
what they are paying private warehouses in your community and 
what the Government is paying. 

Mr. Hacen. Not only in my community but all over the United 
States because apparently they have made a study of this subject, 
and because we have heard about the costs of this storage, its im- 
portance, and whether the Government is paying too much for it. 

Mr. Patmsy. What I was going to state is where we relieve the 
warehousemen of responsibility, we have received certainly many times 
losses which they have sustained. Some of these losses get to be 
sizable at times. They certainly have on many occasions sustained 
quite a loss because of deterioration in their stocks. 

Mr. Hacen. However, if they are relatively alert they can avoid 
that. I mean, they are running the elévator and they have a pretty 
good idea when this grain is going out of condition, and so forth, or 
about to go out of condition, and they can notify you and you have 
to move it. 

Mr. BercGenr. It is surprising the number that show up every week 
and every day. Even experienced grainmen run into trouble with it 
now and then. I have had two cases in the last couple of months with 
experienced men right in the city of Buffalo. 

Mr. Hagen. Why don’t you submit for the record in terms of your 
total payments for storage of all grain crops in commercial ware- 
houses the percent of losses paid for by such warehousemen as well 
as the total dollar value of their payments for losses due to inferior 
grading and loss of condition of grain. 

Mr. Bercer. Of course, the other thing is if he can, by spending 
his own money, by turning the grain and aerating it and things of 
that kind, keep it in condition, we don’t have any record at all as to 
how much money he may spend in trying to keep it in condition 
himself. 

Mr. Hacen. Doesn’t he have a similar responsibility actually to a 
private customer? I mean in storing grain. He can’t maintain a 
kind of shop that would almost guarantee the grain going out of 
condition. 

Mr. Bercer. I would say that storing it for private interests would 
be a whole lot simpler than trying to store it for Uncle Sam, because 
we are very, very strict on him. We have to be with the tremendous 
amount of storage that we are handling. 

_Mr. Hacen. We could hear from the trade on that as to what the 
differences are in terms of an estimate of their losses, cost of handling 
Government storage and private storage. As I have indicated, this 
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is a matter of some concern because we hear the complaints about the 
storage costs, and it is entirely possible the Government is paying too 
much for storage in some instances. 

Mr. Bercer. The reason you are hearing so much is because we 
have so much of it. It is the volume that is really counting up so fast, 
There is such a tremendous volume of it. 

Mr. Hacen. Of course, the larger the volume ordinarily the cheaper 
the rate in most businesses. 

Mr. Jones. Pardon me. We are going to get this figure on this 
particular case there and later on we expect to have the trade i in here 
and | think we can get that answer there, and it doesn’t appear we 
are going to get it with this session. 

Do you have any other questions? 

Mr. Dague. 

Mr. Dacus. Mr. Chairman, off the record. 

(Discussion off the record.) 

Mr. Dac ug. Now, on ~ record. 

Now, in regards to wheat, in furtherance of what Mr. Hagen has 
just said, it appears that we are paying about 1.8 cents per bushel per 
month for storing of wheat. That is about right, isn’t it? 

Mr. Bercer. That includes the one incharge and one outcharge, 
as well as the storage. 

Mr. Daaue. That figure is pretty close to 22 cents per bushel per 
year. Iam not very good at figures, but it runs around $7.25 a ton. 
Those figures, I guess, are just about what the figures are. That is a 
pretty high figure. You are Studying it, I suppose, and when we get 
some of the people up here we will be able to see if we are getting a fair 


rate on the storage charge. In furtherance to what Mr. Hagen has 


raised, I don’t want to comment except to say that is a lot of money. 

Mr. Jones. Mr. Poage, do you have any questions? 

Mr. Poagce. | would like to pursue that very point. We are paying 
about 21 or 22 cents a bushel on wheat per year and on most of these 
grains the rate is the same, on most of these small grains, isn’t it? 

Mr. Brercer. Yes. 

Mr. Poace. Now, what does it cost to build storage? 

Mr. Brercer. That, I would suggest, Congressman, you get from 
the trade who are building it day by day. We are not building it. 

Mr. PoaGce. Yes, but the Department of Agriculture is conducting 
a bunch of studies and has conducted a number of studies and have 
published some designs for the construction of grain storage, haven’t 
you? 

Mr. Bercer. For farm storage. 

Mr. Poace. Also for commercial, haven’t you? 

Mr. Bercer. I don’t think we have gotten into commercial storage, 
have we? 

Mr. Pautmsy. We have the field bin specifications, which were 
brought up last time. 

Mr. Poace. How much does it cost to build those steel bins per 
bushel? 

Mr. Beraer. I think it was 30 to 31 cents per bushel 2 years ago. 

Mr. Poacer. Well, it is probably 35 cents now, but even so that 
means that a man engaged in storage would more than pay out his 
entire capital investment in 2 years of storage, wouldn’t he? 
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Mr. Bercer. You should also take into consideration the problems 
of filling these bins, the risk of shrinkage, spoilage, and keeping the 
grain in condition. ; 

Mr. Poaaer. I think we recognize he has got some expenses. 

Mr. Bercer. That is right. 

Mr. Poaas. I say that the storage in 2 years time at 100 percent 
capacity would more than pay the capital investment. 

Mr. Bercer. If that was the only cost, that would be true. 

Mr. Poace. I said that there are costs, but that is the capital 
investment. 

Mr. Bercer. That is right. 

Mr. Poaar. I didn’t say that it would pay all of his operating 
expenses, but I said it would repay his capital investment in less than 
2 years; that is right, isn’t it? 

“Mr. Bercer. That is right if he didn’t have any other costs. 

Mr. Poacr. Now, we were told here, and as I recall it, it was a 
witness from the Agriculture Grain Division about 2 weeks ago, that 
there had been some developments in what they called their cheap 
method of flat storage whereby the storage could be built for as low 
as 14 cents per bushel. 

Mr. Bercer. Did somebody from the Grain Division in the Depart- 
ment of Agriculture make that statement, Congressman? 

Mr. Poacsr. I am not positive he was from the Grain Division, but 
we had representatives from the Department here. 

Mr. Bercer. I haven’t heard of any even flat storage being built 
that cheap. 

Mr. Poage. I am not sure who made that statement. That 
statement has been made in the last 2 or 3 weeks. Fourteen cents 
seems exceedingly low. 

Mr. Beraer. I don’t think anybody in your territory has been 
able to build it that cheap. 

Mr. Poace. What would you think would be the minimum for 
flat storage? 

Mr. Bercer. Thirty or thirty-five to forty cents, depending upon 
the type of material which they have to put in, aerating equipment 
and that sort of thing. I think the thing you have to keep in ae, 
this flat storage is no good unless it is alongside of facilities which ea 
load it and unload it. It can be added onto a present elevator 
the loading and unloading facilities are already built, or else it costs 
a whole lot more than 35 or 40 cents a bushel. When I say those 
things I add that 1 have no facts to back me up. However, I have 
heard that some have been built in that 30- to 40-cent range of 
strictly flat storage. 

Mr. Poacr. Shoudn’t we find out what it does cost? 

Mr. Bercer. | think the thing you have to keep in mind, Mr. 
Congressman, is that if we are asking the private industry to do 
this, and they have expanded their storage facilities three times in 
the last 10 years, that they are getting to the point now of wonder- 
ing how much further is this going to go, how much longer is their 
investment going to be any ood. I think when they go to their 
bankers to borrow this money now to build additional storage they 
get some pretty serious questions put to them by the bankers: ‘Now, 
mister, how long is this thing going to keep on? How long are we 
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going to need 4 billion bushels of grain storage in the United States?” 
I think that risk factor is a very, very big factor. 

Mr. Hacen. Do they get a tax writeoff? 

Mr. Bercer. There is no more tax amortization as far as we are 
concerned on new building. 

Mr. Poacr. Now, you raised a rather interesting point. 

Mr. Bercer. We did have it several years ago, Congressman 
Hagen, but we haven’t got it at the present time. That has been 
dropped for at least 3 years. 

Mr. Poace. You raised a rather interesting question. You said 
the industry had increased their facilities three times. By that you 
mean that there is three times as much commercial storage as there 
was 8 or 9 years ago? 

Mr. Bercer. That is correct. 

Mr. Poacre. Now, how much of that was done by what was then 
the industry and how much of it was the by doctors and oilmen and 
real estate speculators? How much of this additional storage has 
been built by people in the grain business at the time they built it? 

Mr. Bercer. | would say a very large percentage of it. Now, I 
do not know who all owns the stock in a corporation, and you must 
remember also that there are lots of good cooperatives; that the 
farmers themselves have built it through their cooperative 
organizations. 

Mr. Poacr. I know, Mr. Berger, but certainly in my section of the 
country it is generally assumed that this grain business is something 
that everybody who didn’t know anything about the grain business 
has gotten into it, and a few who were already in the grain business 
have stayed in it, but everybody else who could raise a dollar has 
gotten into it. 

I drove along 60 miles of the main line of the Santa Fe and observed 
there wasn’t one single switch, not one along that 60 miles, that didn’t 
have some kind of grain storage. 

Mr. Bercer. We needed it there. What are we going to do with 
the grain? 

Mr. Poagce. The point I am raising is, I am trying to get some 
information here. I am not arguing with you on whether we “need the 
storage. I know you need the storage. What I am trying to find out, 
because my observation was that most of that storage was built by 
somebody who had never been in the grain business whatsoever. In 
a few places a grainman had built some storage. All I am trying to 
find out is how widespread is this practice of the spec ‘ulator building 
this grain storage. It is very widespread in my section. I know that. 
Now, I wonder if that is true in other sections of the country. 

Mr. Berger. Well, I think that is true. 

Mr. Patsy. I would like to say this at this point. I don’t think 
there is any geustion but what this is much more prevalent in your 
section of the country than it is in other areas. 

Mr. Bercer. That is where people other than grain people have 
gotten it. 

Mr. Paumsy. I confine this to the Hard Red Winter wheat area 
where this is most prevalent. 

Mr. Poace. Why is it true in the Southwest that so many of these 
outsiders have gotten into the business? 
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Mr. Bercer. There must be some free money down there. That 
is the only thing I can think of. 

Mr. Poace. You are not paying more down there than elsewhere, 
are you? 

Mr. Bercer. No, sir. 

Mr. Poacr. I am wondering why so many people from the outside 
have gotten into the business. That is what I am trying to find out. 

Mr. Bercer. One thing, Congressman, I think they have learned 
how to handle grain sorghums by putting aeration equipment in them, 
which was a very risky crop to store. At one time, we didn’t think of 
carrying sorghum grains from one crop to the next. 

Mr. Poaas. They are carrying it now. 

Mr. Bercer. They have, and that is one asset in that territory. 
Other grains, normally because of the dryness, lack of humidity in most 
of Texas, it is a rather easy place to store grain. It is entirely different 
than it is when you get up in, say, Congressman Jones’ territory in 
Missouri, where you have a very high humidity in comparison with 
your Texas territory. That is another factor which has encouraged 
alot of them to get into it. 

Mr. Poace. Let’s be clear. Your Division has not made an esti- 
mate of the costs of construction. If that has been made, it has been 
made by some other section of the Department of Agriculture. 

Mr. Bercur. That is what I understand. Our Grain Division 
has not gotten into a cost study at all. It is entirely a viewpoint that 
we need the storage, and we recognize that the storage facilities are 
getting so large. I wonder if you realize, Congressman, that today 
the farm storage capacity is larger than what the total storage was 20 
years ago. 

Mr. Poacr. Now, let’s explore that farm storage just a moment. 
How much do you pay a man for storing on the farm? 

Mr. Bercer. The same as we pay the commercial elevator when it 
comes to resealing his grain. 

Mr. Poace. Does that include the insurance? 

Mr. Bercer. Who can help me on that? 

Mr. Patmpy. I think I can help you, but I don’t quite understand 
the question. 

Mr. Poacr. You just told Mr. Cooley the reason for the differences 
in the figures in cotton at least was you charged the farmer the insur- 
ance, but you didn’t pay it. I didn’t mean there was anything 
crooked about that. I simplv recognize the Government carried the 
insurance and you charged the insurance rather than letting a com- 
pany charge for it. Please understand, I understand that there is 
nothing wrong in that, but I am asking now, do you pay the farmer 
the insurance when he earries insurance on his crop on the farm? 

Mr. Paumpy. I would like to give you an example, Congressman, 
where the commercial warehouseman earns 16 cents a year, roughly, 
to store a bushel of wheat. We pay the same thing to the producer on 
a reseal program. 

Mr. Poace. As I understand the figures, the warehouseman makes 
22 cents. 

Mr. Paumry. What is in the additional figure is handling if it should 
be loaded out or if it should be taken in and out. 

Mr. Poacs. It has to go in and it has to go out. 
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Mr. Pautmsy. But the producer, you understand, for a comparable 
figure, if it stays in dead storage for a year, as it does on the farm, he 
has no place to go with it, so we have a schedule of rates that are for 
storage and also a schedule of rates for handling in the uniform grain 
storage agreement. Now, the producer is remunerated on storage 
only because his is only a storage service. 

Mr. Poace. He has to put it in the bins, doesn’t he? 

Mr. Bercer. It would be delivered to the Government. He would 
have to haul it to the bin site. 

Mr. Poaces. He has to take it out, so he has got to go put it in and 
out; doesn’t he? 

Mr. Patsy. But he has not contributed any to the value of that 
grain by putting it in and out of his own facility. It means nothing 
more to the Government or the Commodity Credit Corporation in 
this case, whereas if the warehouseman puts it in the car and takes 
it out to the elevator, it is worth more money to the Commodity 
Credit Corporation. He has contributed to the value of the grain. 

Mr. Poace. Then you don’t pay the farmer the 22 cents, but you 
pay him 16 cents? 

Mr. Paumpy. Right. 

Mr. Poace. Roughly—— 

Mr. Patmpy. Now, going further, it is not mandatory for the pro- 
ducer to insure that grain. He does not have to have it insured. 

Mr. PoaGe. But if he does insure it, it is his cost? 

Mr. Paumsy. It is. 

Mr. Poage. If he doesn’t insure it and loses it, it is his loss? 

Mr. Patmsy. No, it is not. We absorb it. 

Mr. Poacse. How much do you absorb? Do you absorb tornado 
loss? 

Mr. Patmpy. We absorb an act of God. 

Mr. Poacr. You absorb any act of God. Did God send the rats? 

Mr. Paumry. No, sir. 

Mr. Poaas. Well, if they eat it up. 

Mr. Patmpy. I don’t know who sent them. 

Mr. Poaae. If they eat up the grain, then it is his fault, is that 
right? 

Mr. Patmpy. Yes. 

Mr. Bercrer. We need not charge that up to the good Lord. 

Mr. Poace. But if it gets wet? 

Mr. Patmpy. Again, that is to the account of the producer unless 
it can be proven to the satisfaction of the county and State com- 
mittee that it was an act of God. 

Mr. Bercer. In other words, beyond his control. 

Mr. Paumpy. It is a hazy area. 

Mr. Poaae. I think I see that. What do you pay for the storage 
of corn on farms? 

Mr. Patmry. 16 cents. 

Mr. PoaGcr. You pay as much for corn as you do for wheat? 

Mr. Pautmry. Yes. Am I correct in that? 

Mr. Bercer. No, you don’t. 

Mr. McMann. Corn is a little over 16 cents per year and the 
wheat varies by areas. Area 3, which is kind of a midpoint on wheat, 
is 16.790. So they are very close. 

Mr. PoaGcs. Do some pay less? 
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Mr. McMauon. Southwest. 

Mr. Poaas. Yes. 

Mr. McMaunon. Which State are you from, Congressman Poage? 

Mr. Poaanu. Texas. 

Mr. McMauon. 17.155 cents per 365 days. 

Mr. PoaGe. You pay the same for the storage of grain sorghum on 
the farm? 

Mr. McMauon. Yes. 

Mr. Poacs. And the same for corn. In other words, you pay all 
the grains the same in that area? 

Mr. McMauon. Corn, flax, barley and oats are nationwide one 
rate. Wheat, grain sorghums, rye, and soybeans are on an area 
basis, and there are five areas. 

Mr. Poacer. I see, but within the area you pay the same for all 
grains. 

Mr. McMauon. For those four. That is, wheat, grain sorghums 
and rye and soybeans. 

Mr. PoaGcz. Yes, and for the other three you pay the same all over 
the Nation. 

Mr..Brercer. All over the Nation, that is correct. 

Mr. PoaGcs. That national payment is equal to the average of 
these other regional payments? 

Mr. McMauon. Roughly that. 

Mr. PoaGce. Just how far do you go? I want to get back to this 
question of commercial responsibility of the storage man. You have 
allowed storage in some rather unusual facilities, haven’t you, with 
the idea that the storage man, if he came through, it made no differ- 
ence whether he used the conventional facilities or not if he delivered 
good grain at the end of the time. 

Mr. Bercer. Providing he was good for it. 

Mr. Poace. And sometimes he wasn’t; is that right? 

Mr. Bercer. In most cases he is, and we have collected. 

Mr. Poacer. I don’t mean the Government absorbed the losses on 
it, but we have had some very sad experiences individually because 
of great losses. 

Mr. Bercer. But referring to the tent storage he has paid off 
every penny of it. 

Mr. Poaae. I think it is true that with the type of storage they 
were using they were gambling that the storage would work, and it 
didn’t work. 

Mr. Bercer. That is correct. 

Mr. Poace. You have also allowed, or you allow now, do you not 
on cotton? If a man has got adequate bond, you will let him put 
that cotton right out in the open; won’t you? 

Mr. Bercer. I can’t answer that one. I am not enough of a 
cotton man to answer that one. 

Mr. Poace. Most years in Lubbock County it looks like a cotton 
yard to me. 

Mr. Brercer. It doesn’t rain much out there. 

Mr. Poace. Most of it that is in the warehouse, if they got a bad 
winter it would break the warehouses. I don’t think there is any- 
thing wrong with that. I don’t understand you are taking any losses. 
The warehouseman takes the risk. You do allow it stored in the open 
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if the warehouseman puts up adequate bond so you won’t lose, don’t 
you? 

Mr. UNpERHILL. In some years, not every year. 

Mr. Poace. Why? 

Mr. UNDERHILL. In some years capacity on cotton has been very 
tight and we couldn’t move it down the line to Galveston and Houston 
and store it under cover because they were already filled up. In 
other years there was plenty of space there. So in the years that we 
can ship it on, we do so. 

Mr. Poace. What difference does it make to the Government as 
long as you have got adequate bond for it? I mean, what difference 
does it make to you whether the stuff is stored out there in a cotton- 
field or whether it is stored in a warehouse as long as the warehouse- 
man has an adequate bond to deliver it in good condition? 

Mr. UNpeERHILL. Financially it doesn’t make any difference, but 
we try to use the best storage available. 

Mr. Bercer. We think we have a certain responsibility to try to 
keep the Commodity Credit inventories in the best condition possible. 
Occasionally, as he has described it, you have an emergency here 
where you just have no place to go with it fast enough, so vou do take 
on some outside storage for a temporary period of time. 

Mr. Poaae. I don’t criticize that as long as you have got ware- 
housemen guaranteeing it. I don’t think it makes a great deal of 
difference to the Government how he protects it. It is his respon- 
sibility to protect it. 

Over there you pay the same storage fee outside as in the warehouse, 

Mr. Bercer. Of course, the warehouseman carries a higher risk. 

Mr. Poace. It would break every warehouseman if he gets a bad 
winter, of course. If he gets a good, open winter, he comes through 
all right and makes money on it. 

Mr. Jones. J wonder if we could keep our questions relative to 
grain, because if we get off on cotton and some other things we are not 
going to get some questions asked. 

Mr. Poaae. I will wind this up right away. 

Could you give us any suggestion as to who in the Department of 
Agriculture we should contact to give us estimates on the costs of 
grain storage? 

Mr. Bercer. I would suggest, Mr. Congressman, you get that from 
the grain trade who are building the storage. 

Mr. Poace. I don’t want it from them. I want it from the 
Department of Agriculture. 

Mr. Bercer. We are not building any. We would have to go out 
and make a survey and try to find out what it is costing at the present 
time. 

Mr. Poace. Isn’t there somebody in the Department of Agricul- 
ture? I know that they make plans. 

Mr. Bercer. For farm storage, I think. I don’t think we have 
facilities there for commercial storage designs. 

Mr. Poaaer. Farm storage, but surely besides the De ‘partment. of 
Agriculture must have some knowledge on a matter of as much 
importance as what it costs to build grain storage. Certainly that is 
a thing of vital importance to agriculture, and surely there must be 
somebody in this great De a whose business it is to know what 
it costs to build grain storag 
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Mr. Bercer. I would think that you could get that very nicely 
from the trade with actual figures. 

Mr. Jonzs. If the gentleman will yield, I would like to ask this: 
Wouldn’t it be at least pertinent for the Department to know the cost 
in establishing the rates that they would be willing to pay in order to 
justify the rate that was charged, and in that connection I have some 
information here that the Butler Manufacturing Co. of Kansas City 
and St. Louis are now offering storage that is a flat type storage for 
10 cents a bushel. Now, if that is the case—and I know that is a 
fact because it has been advertised—I would think that the Depart- 
ment would be interested in the cost of the storage, whether it was 
privately owned or whether it was on the farm, to determine what 
would be a fair return to the person who was storing it. 

Mr. Poaae. I have been amazed that this agency of the Department 
didn’t know what it was costing when they are paying out hundreds of 
millions of dollars on storage and don’t know what sort of return they 
are giving the people they are dealing with. It seems to me you have 
to know that. 

Mr. Bercer. Mr. Congressman, I think when you get into this 
vast storage situation that we have today, you have several facts that 

ou have to keep in mind. You are dealing with one man who may 

ave spent a dollar a bushel in building, say, terminal elevator space, 
which is 90 cents a bushel or 80 cents a bushel, and he may have built 
that during a higher cost period. I am not sure just when he has built 
it, but he has money invested in that. You have other people who 
have storage that was built during the 1930’s at a very low cost that 
is wiped clear off his books. It has all been amortized. He has no 
cost there as far as capital investment is concerned. Are you going 
to say that that man, because he has got it wiped off his books, should 
store without any return for capital investment on that? 

Mr. Poacr. Of course not, because there is no business that oper- 
ates on that basis. 

Mr. Bercer. How are you going to be fair to a man who built it in 
the last 4 or 5 years and has a dollar a bushel tied up or 80 or 90 cents 
a bushel? 

Mr. Poacs. If it is costing a dollar a bushel to build storage, but 
Mr. — just said there are manufacturers advertising at 10 cents a 
bushel. 

Mr. Bercer. With loading and unloading facilities alongside of it. 
The man that stores in that is bearing the greater risk. 

Mr. Poacer. I agree with vou thoroughly. We ought to know 
about all those things. Apparently the Government doesn’t know 
about any of those things you are saying. All of these things might. be 
factors, but apparently you have no way of knowing whether they are 
factors or not. The thing that surprises me is you don’t have a com- 

lete set of figures on these costs, and it seems to me somebody better 

e getting figures on these costs. I don’t care whether Mr. Z built his 
storage in 1933 and built it for 5 cents a bushel, or Mr. X built it some 
other time and paid a dollar a bushel. It isn’t what it costs the indi- 
vidual, but it is what it costs somebody to put up comparable storage 
right now that is important. 

Mr. Bercer. The kind of storage Congressman Jones is talking 
about is not the dollar a bushel storage I was talking about. 
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Mr. Poaas. It may be, but apparently vou have no figures of what 
is comparable and what it is costing to build the kind of storage you 
want at the present time. I am hoping we can get those kind of figures, 
and I hope we can get them from the Department of Agriculture 
and not have to go to the man who is renting space because when I go 
to somebody to rent office space I don’t go to the fellow who built the 
building and ask him, ‘“‘What do you want for it? What do you think 
it is going to cost you to rent this tome?” I try to find out what it is 
going to cost somebody else and find out what is a fair price, regardless 
of what he tells me. I don’t see where it is desirable to go to the grain 
trade for them to tell me what it costs them. I expect they know 
pretty well. I thought that the Department ought to know just as 
well as the grain trade ought to know what it was costing. 1 don’t 
see how you can deal effectively with them unless you have got as much 
knowledge about these costs as they have, and | think it is about time 
that you ought to be getting some knowledge about these costs 
because I am not saving we ought to pay these people, that we ought 
to underpay these people. If it is costing them $1 a bushel to build 
this storage, then obviously you are not paying them enough. 

Mr. Patmry. Congressman Poage, I would like to make one 
comment if I could. Certainly we do have in the Department index 
figures as to the costs of materials that go into these units. This is 
what I think we must keep in mind. ‘The style of these units due to 
technology, particularly as regards cost of the original unit, is changing 
very rapidly, and any source that we would have to go out and get 
the costs, we would actually first of all, have to get a design in mind 
that you wanted to buy to get a cost. This is why we have excellent 
cost figures on round steel bins. We were in the market buying them 
year after year for several years, and we have those actual costs. 

Now, as regards the new designs today—and there are almost as 
many designs as there are people building them—they are built to 
serve a particular need for a particular man at a particular location 
alongside of his headhouse, or whatever the case may be. So it is 
very difficult to say a unit costs this. It is whatever they have in 
mind, what it costs. But coming back to the original question we 
have index figures as to price of materials. We also have a fair idea 
as to other costs of storage. I fear quite often that we find this with 
our own bin sites, that the cost of the original unit is quite misleading. 
I am not at all defending the commercial storage people in saying 
this, but the cost of erection certainly has received a great amount 
of publicity. We are aware of this. 

Mr. PoaGe. Of course, | am not trying to tell you that you have 
got to know the exact cost of every bin in the United States. All I 
think you ought to know is, and I think you should know, and I think 
you should have some idea of what it costs to build the storage, the 
minimum cost it takes to build the kind of storage vou have to have, 
and then if somebody wants to put something else on it, another de- 
sign, where the cost of operating is a great deal heavier, that is his 
business entirely. But I don’t think the Government ought to pay 
for it. The Government ought not to be paying for that. 

The cost of construction isn’t the only thing that goes into it. I 
want to say that. Of course, I know that. That is merely one of the 
factors that I think should be considered, and I think it is a factor, and 
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I think it is a very important factor and one of those several factors 
that we certainly ought to have some information on. Apparently 
you are basing your payments without any regard to what the cost 
of construction is. 

Mr. Bercer. Mr. Congressman, this was arbitrated with the entire 
industry, to the best of our ability, following a pattern which we started 
way back in 1942. 

Mr. Poace. Mr. Berger, of course any industry —— 

Mr. Bercer. That is the best that can be done. 

Mr. Poacs. Any industry will arbitrate with you on a basis which 
is advantageous to them. Any industry will do that, whether it is 
grain or gravel. They will all arbitrate with you on a basis that is 
favorable to them. I am trying to find out what we have done in 
regard to the interests of the U.S. Government. 

Mr. Beraer. Of course, the biggest trouble is we have just too 
much grain to store and we need a lot more storage built yet, and the 
thing that we can do is that we can get talking like this, Congressman 
and you will discourage private construction and have the Govern- 
ment back here buying a couple hundred million additional storage 
bins of their own rather than having the trade build it. If they begin 
to feel that the Congress is dissatisfied with the kind of rates they are 
vetting at the present time, they can stop building so fast we will be 
es in the bin buying program overnight, and I don’t think any of us 
want to see that occur. 

Mr. Hacen. You might be able to establish, Mr. Poage, that the 
Government is paying for them in 2 years anyway by the payments on 
storage. 

Mr. Bercer. I don’t know. Are we going to continue to pile up 
and pile up more of this grain all the time. If we are then it is a good 
investment, but I don’t know that we are in that position. 

Mr. Poaan. If we are 

Mr. Bercer. Then it is a fine investment. I would say that. 

Mr. Poaaer. If we are going to have 8 billion bushels in 10 years 
from now instead of 4 billion to carry in the Government’s hand, then 
it is a wonderful investment to put the money in there and do it. I 
should be getting out of the Government and doing it myself. 

Mr. Jones. We have to go into this. I think that we have ex- 
pressed some opinions here and the Department has. They don’t 
have the information at the present time. We are going to call in 
the private trade. We are going to go into this further, but I would 
like to proceed to some other questions I would like to get into the 
record before we close. 

Mr. Hagen said he had one question which could be answered in 
two or three words so we will take that. 

Mr. Hacen. On page 3 of your statement where it refers to the 
country warehousemen and terminal warehousemen. Briefly, how do 
you distinguish between a country warehouseman and terminal 
warehouseman? 

Mr. Bercer. I would like to have Mr. McMahon answer that. 
He has a clear definition as to the difference between the two. 

Mr. McMaunon. The terminal warehouseman is one located in a 
terminal market area, such as Kansas City and Minneapolis and Chi- 
cago and places like that. 
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Mr. Hacen. I want to ask the question, do you have a different 
rate for the terminal warehouseman than you do for the country 
warehouseman? 

Mr. McManon. No, we do not. 

Mr. Hacen. Storage costs the same? 

Mr. McManon. That is right. The rates are the same. The re- 
ceiving and storage rates are the same for both groups. We do settle 
in a little different manner at the country level because he does not 
have the benefits of official weights and grades at his location, so we 
settle in a little different manner with that one. 

Mr. Hacen. Now, on this terminal business would that be a point 
near where the ultimate user would take the grain? 

Mr. McManon. Well, it could also be a port location. 

Mr. Hacen. I know of a perversion of this because the particular 
company I referred to earlier loads the grain. They take it a mile 
down to a siding, load it on a grain car, and dump it in this warehouse, 
whereas they could take it directly to the warehouse, but by putting 
it on a freight car and hauling it a mile they qualify as terminal ware- 
house and it costs the Government more money. 

Mr. McManuon. That is simply because they put freight behind it. 
That is all. 

Mr. Hacen. That is right, but it is an idle act because they could 
take it directly to the warehouse. The ‘y put it on a freight car and haul 
it a mile and put it in the warehouse. 

Mr. McManon. And put transit behind the grain. 

Mr. Jones. That is the transit question. We are not going to have 
time to get into that this morning because that is in a field by itself. 
That is going to be on the agenda a little later if we can get to it. 

Before we leave this morning, following up Mr. Hagen’s original 
question a little while ago about the grain being out of condition and 
so forth. Can you give us any idea or put in the rec ord the number of 
notices you have received in the past year of grain going out of condi- 
tion and the number of bushels involved, and we would like to have 
some idea as to what the final disposal of that grain was? 

Now, getting down to another question here that I think is per- 
tinent: What is the policy of the Commodity Credit Corporation with 
regard to the utilization of Government storage as contrasted with 
the use of commercial storage? Do you fill your Government-owned 
bins first, or do you hold that in reserve until you have filled the 
privately ‘owned warehouses? 

Mr. Bercer. Do you want to answer that? You have had more 
experience on that. 

Mr. Paumpy. I think I can best answer it this way: You notice in 
Mr. Berger’s statement we alluded to the fact that we have authority 
to buy in case of emergencies. I think this best explains how we 
attempt to use our bins, too. We use them only in case of an emer- 
gency. Of course, I have to hasten to point out, particularly in the 
Corn Belt, that we have each year used our bins because there has not 
been commercial space. Once those bins are filled, we generally leave 
them filled unless there is need in that community to empty them for 
takeover, and so what I am saying is we look upon them as a last 
resort for us. Once they are filled, however, we generally follow the 
policy that we leave them filled unless there is further need for them 
for grain takeover. 
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Mr. Jones. In other words, you use the Government bins last? 
Mr. Patsy. Yes. 
(The data referred to above is as follows:) 


Section 10 of the uniform grain storage agreement obligates a warehouseman to 
maintain the condition of Government-owned and price support grain entrusted 
to his custody. However, if after exercise of such care and conditioning as a 
reasonably prudent owner would perform, such grain cannot be kept in condition, 
the warehouseman is obligated to notify CCC in writing to that effect. 

Upon receipt from warehousemen of formal written notice to the effect that 
grain in store is deteriorating, CCC usually dispatches warehouse examiners to 
the elevator for the purpose of inspecting the grain in question. If the examiner’s 
findings confirm the warehouseman’s report, disposition of the grain is arranged. 
Such grain may be sold to the warehouseman or shipped to market and sold upon 
arrival. It also may be transferred to identity preserved storage in the warehouse. 
In either case, CCC holds the warehouseman responsible for the value of the grain 
reflected by the warehouse receipts issued at the time it was deposited. Where an 
inspection discloses that the grain is not going out of condition and can be kept in 
store, it is not loaded out or sold. However, additional conditioning may be 
ordered performed to assure its continued safe storage. 

If grain is removed from the storage facility because of deteriorated condition, 
CCC does not order other grain moved into the warehouse merely to fill the 
vacated space. Any such space vacated is utilized only as program needs warrant. 

During calendar years 1957 and 1958, the Kansas City CSS Commodity Office 
received 57 section 10 notices, involving 31 different companies. Most of these 
notices pertained to corn but wheat was involved to a limited extent. Three 
warehousemen in the Portland CSS Commodity Office area served formal section 
10 notices during the same period of time. Two notices covered corn and one 
barley. The two notices on corn were subsequently withdrawn by the ware- 
housemen involved after the grain was turned, sampled and found to be of storable 
condition. 

No formal section 10 notices were received from warehousemen in the Evanston, 
Dailas, or Minneapolis CSS Commodity Office areas in calendar year 1957 and 
1958. However, the Evanston and Minneapolis offices, as well as the Portland 
office, received informal advice (telephone calls, ete.) from warehousemen con- 
cerning the condition of grain stored in their facilities. In other instances, 
discovery that grain in store was threatened with deterioration was made by 
CCC personnel of such offices in their regular warehouse examinations. CCC 
follows substantially the same procedure on receipt of informal advice as it does 
on receipt of formal section 10 notices. In most cases a warehouse examiner is 
sent to the warehouse involved to appraise the condition of the grain involved. 

The Evanston office reported approximately 225 informal notices were sub- 
mitted in 1957 and 1958. Portland had five. The Dallas and Minneapolis 
offices are not able to furnish the number or a detailed description of such cases 
without incurring expense in searching through their files to make a tabulation of 
the information. The Evanston office is also in the same position with respect 
to country warehousemen. 


Mr. Jones. Now, when you are using this commercial storage, do 
you think that it is a sound business policy for the Government to pay, 
say, 17 cents a bushel to a privately owned warehouse or a co-op when 
that same firm is advertising that it will store private grain at 10 
cents a bushel? 

Mr. Paumry. Of course, I think you have to point this out. I don’t 
think that can be answered emphatically ‘Yes’ or ““No.’”’ The obli- 
gations that he assumes on our grain as compared to private may be 
entirely different. We would have to know where this is happening, 
what the obligation is, the length of storage period and soon. I have 
to point out here that the grain that we are asking him to store is a 
long-time proposition. Certainly he has the right of commingling 
unless he [P’s it. When he takes on this right to commingle, he also 
takes on the obligation, and so what I am saying is assuming his house 
is going to be 80 percent full for indefinitely of Government grain, his 
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commingling privilege with private grain is very limited. Conse- 
quently, what we are asking him to do is assume the obligation of 
caring for this grain indefinitely, and our experience with them ag 
regards the authority he has under the section 10 provision, our ex- 
perience with him has been that he is eager to keep that house full, 
and consequently only as a last resort will he serve a section 10 on us, 
because when he serves a section 10 his storage earnings cease at that 
point until he gets a refill. 

Mr. Jonzs. I have had this pointed out to me. Now, this is par. 
ticularly in the Texas area, where elevators have been paying what ig 
termed a finder’s fee to locate grain to store. Do you know about 
that practice? 

Mr. Pautmsy. I am not aware of it. 

Mr. Bercer. Do you mean where they have gone and offered some 
farmer if he would bring the grain into this particular elevator that 
they would give him a pay back of some kind; is that what you are 
trying to say? 

Mr. Jones. They would store his grain free if he would go and get 
other customers to bring their grain in as a commission for them, 

Mr. Bercer. I haven’t had that called to my attention for several 
years. I know when the drought was so bad down in the Texas area, 
and some of the elevators began to get cleaned out, I heard a little 
rumor then, but that was possibly 3 years ago. 

Mr. Jongs. I think we covered this at one place before—no, we 
didn’t, not this particular question. Could you give us the figures of 
what it costs Commodity Credit Corporation to store its own grain in 
its own bins? 

Mr. Bercer. We have that in the table at the present time. 

Mr. Jones. That is what it is costing you to store in your Govern- 
ment-owned bins? I thought that was the cost you were paying for 
storage in other bins. 

Mr. Bercer. No, I think you have the Commodity Credit Corpora- 
tion bin listed there. 

Mr. Jones. That is the storage chart, but it is not your cost, I 
don’t believe. 

Mr. Paumsy. It is stated there, you will notice, on corn commercial 
and then corn bin storage. 

Mr. Jones. That bin storage is storage on the farm, isn’t it? 

Mr. Patmsy. No; this is Commodity Credit Corporation bins. 

Mr. Jones. That is Commodity Credit Corporation bins? 

Mr. Patsy. I have to hasten to point out that this figure which 
we have listed here again does not have in it any deterioration of 
our stocks or any loss of weight and so on, because this is strictly,a 
cost figure on storage. 

Mr. Jones. Let me ask you this: Since the Commodity Credit 
Corporation inventories have been increasing under the policy of a 
lower price support, do you still believe that the further lowering of 
prices will result in reduced production? 

Mr. Bercer. Congressman, I think that is a policy question”that 
should be directed to the Secretary or the Assistant Secretary. Iam 
not at that level, and I think that should be directed to them rather 
than to any of us here today. 

Mr. Jones. Now, getting down to some of the other policies of 
the Department, I would like to get into this matter of determining 
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when grain goes out of condition. Who actually makes that 
determination? 

Mr. Bercer. The final determination is made by our own in- 
spectors. 

Mr. Jones. Have ther been occasions when you had this happen? 

Mr. Bercer. Many times, Congressman, our inspectors find it out 
even before the warehouseman knows it in a lot of cases. 

Mr. Jones. Well, have you had any cases where you had reports 
that the erain was going out of condition, and you did not have 
inspectors available to make an examination, and that you accepted 
the report of the warehouseman or the elevator and permitted that 
grain to be moved or sold. 

Mr. Paumry. To give you just a little picture of how we operate, 
these inspectors, first of all, are employees of the several commodity 
offices. We hav e five grain commodity offices in the United States, 
and they each have their fleet of inspectors. So these inspectors have 
regular routes, and they are well aware of the house and of the grain in 
that house. 

Now, in answer to your question, yes, it is possible that on occasions 
that the commodity office director ¢ ‘ould order grain out of the house or 
offer to sell out warehouse receipts, if that be the case, to a warehouse- 
man on this assumption that the inspector had been there a few days 
prior to this or a couple of weeks prior to this, so that he was well 
aware of the condition of the grain. The reason I mention this is 
because this question has been “asked several times.  ( Yertainly it is 
possible, but not without the inspector and in turn the commodity 
office director being well informed. If we can confine it to a specific 
day, yes, but in practice, no. 

Mr. Jones. Of course, I don’t like to start digging up some old 
cases, but sometimes vou have to point out a specific case to make a 
particular point, and the reason I am bringing up this particular item 
here is to determine whether or not the ‘re bave been any similar in- 
stances in recent years. Now, some 3 or 4 years ago we had in Michi- 
gan a case about the dry beans that were sold to a Dutch firm. Do 
you recall that? That had a lot of publicity. 

Mr. Bercer. Four or five years ago, you mean, 

Mr. Jone W as it four or five? 

Mr. ions, Yes, it was about the time I first came in here. 

Mr. Jonus. Now, have there been other cases in more recent years, 
or have there been corrections made in the operation or in the polic: Vv 
of the Department to avoid anything like that happening, say, in 
the last 2 vears? 

Mr. Bereer. Well, Congressman, when anybody has the respon- 
sibility that we have of carrying such 9 tremendous volume of 
merchandise as we have occasionally something will show up, and I 
can’t say that nothing has happened, but I would say that I frankly 
and conscientiously feel that we have got the thing fairly well under 
control at all times. I think our boys are doing an excellent job. 

Mr. Jonus. Now, we have just heard this bell ring. We have a 
quorum call on the floor, and I regret we are going to have to bring this 
toaclose. I didn’t get as far along this morning as I had hoped to with 
some of the specific questions, and | regret we are going to have to call 
you folks back at a little later date, because this item of transit we 
do want to go into that. 
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As I have said before, this is not an investigation, and what we 
are trying to do here pow, is to get the facts. We are trying to estab. 
lish what the situation is going to be with respect to grain storage this 
fall, and I think you have covered that in your statement already, but 
we do want to try to find out more about the cost of this storage, 
We want to find out the relationship between the cost, on a current 
basis, of the facilities, the cost of construction, the cost of operation, 
and whether or not the costs for storage charges that we are paying are 
in relationship to that. I don’t pretend to be an expert in this field, 
The fact is I am not. I do have some information that has been 
called to the attention of the committee that I think we are going to 
have to go into. 

Unfortunately, with the Easter recess coming on, I think we are 


oing to have to wait now until after that recess before we can get | 


ack, but we will try to give you a week or 10 days’ notice before we 
hold the next hearing so that you will be prepared, and we will let 
you know at the time the issues we are trying to cover. Sometimes 
in these hearings we can’t stay exactly with the agenda that we have 
attempted to cover and we don’t get all the information, and this 
morning we meet that same situation. 

We do thank you for coming down here, and we appreciate the 
information you have given us and the information you are going to 
supply for the record. So, because of the quorum call, we are going 
to adjourn the committee at this time. 

Mr. Bercer. Thank you very kindly, Mr. Chairman. We appre- 
ciate being here. 

(Whereupon, at 12:10 p.m. the committee adjourned, to reconvene 


at the call of the Chair.) 
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WEDNESDAY, APRIL 8, 1959 


Houser or Represenratives, 
SUBCOMMITTEE ON PEANUTS AND OILSEEDS 
OF THE COMMITTEE ON AGRICULTURE, 
Washington, D.C. 

The subcommittee met, pursuant to notice, at 10:10 a.m., in room 
1310, Old House Office Building, Hon. John L. McMillan (chairman 
of the subcommittee) presiding. 

Present: Representatives McMillan, Albert, Abbitt, Coad, Belcher, 
and Quie. 

Also present: Representatives Poage, Abernethy, Hagen, Pilcher, 
Forrester, Sikes, and Fountain. 

Christine S. Gallagher, clerk; Hyde H. Murray, assistant clerk; 
John J. Heimburger, counsel; and Francis LeMay, consultant. 

Mr. McMitian. The committee will come to order. 

The purpose of this meeting this morning is to give the Depart- 
ment of Agriculture an opportunity to explain why the support price 
on peanuts dropped recently. I have had numerous calls from Mem- 
bers of Congress and the growers concerning this order. I notice 
this morning we have some representatives of the grower organiza- 
tions present. ‘This meeting was not called for the purpose of hear- 
ing them, but we will give them an opportunity to make a statement 
if they care to do so. 

Mr. Forresrer. We have a representative of the Georgia Farm 
Bureau here, Mr. Duncan. 

Mr. McMitian. Would you care to make a statement, Mr. Duncan ? 

Mr, Duncan. I have prepared a statement that I would like to 
present which will take a few minutes. 

Mr. McMinttan. The committee will be happy to hear you. 

Mr. Duncan. I have also been authorized by the Virginia-Carolina 
peanut growers to also include them in this statement. So, I not only 
speak for the Georgia growers but also the Virginia and Carolina 
growers who are also represented here. 

Mr. McMuzan. You are speaking for representatives from those 
States. We are glad to have you appear before our committee, Mr. 
Duncan. 


STATEMENT OF JOHN DUNCAN, PRESIDENT, GEORGIA FARM 
BUREAU, MACON, GA. 


Mr. Duncan. Mr. Chairman, and other members of this important 
Subcommittee on Peanuts, on March 4, 1959, the Secretary announced 
that peanuts would be supported at an average price of $193.50 per 


1 








2 PEANUT PRICE SUPPORTS 


ton, reflecting 75 percent of modernized parity (this includes 1959 
administrative changes in the parity index), as compared with a 


1958 average support price of $213.20, or 80.8 percent of parity. This | 


means that peanuts will be supported in 1959 for $19.70 per ton less 
than they were supported in 1958. In the United States this would 
— a loss in income to our peanut farmers of approximately $16 
mu1ilion. 

We fully realize that the Secretary has rather broad discretion in 
determining the support price and that he, no doubt, is in the limit 
of the law. We doubt very much, however, that he has used the best 
of judgment in estimating, which is the basis of such announcement, 
the amount of peanuts that will be consumed this year, or the carry- 
over as of August 1, and certainly his estimate of production appears 
to us to be out of reason. 

The Secretary has spent a good part of his time lately travelin 
throughout the country and in many of his speeches, he speaks o 
peanuts. He made the statement at Cornell University on March 24, 
1959, “The farmers are producing more peanuts than consumers will 
buy at the prices which peanuts must be supported.” In other 
speeches he has said that if the prices of peanuts were substantially 
reduced, there would be an increase in consumption. 

By using the trend of only the last 4 months, the Secretary has 
estimated that the consumption of peanuts for the coming year would 
be about 713,000 tons. Since 1954 the consumption of peanuts has 
increased approximately 40 million pounds (shelled basis) per year. 
From last August 1 until March 1 of this year, the near record level 
of 426 million pounds were consumed as compared with 415 million 
for the same 7 months during the 1957-58 season. We contend that 
the consumption figure should be 733 million pounds based on the 
chart shown in exhibit B, The peanut farmers of the Southeast and 
the Virginia-Carolina area are paying out of their pockets approxi- 
mately $500,000 per year to increase the sale and use of peanuts and to 
expand their markets. With this in mind, we do not believe the Secre- 
tary’s action, in reducing the price of peanuts, an exhibition of co- 
operation or a source of encouragement to farmers. 

The manufacturers of peanut products are completely satisfied 
with the price they paid for the 1958 crop. They do not request any 
reduction in the support price and have no complaints. 

In the Secretary’s estimate of production for the crop year of 1959, 
the crop year of 1954 was completely left out. Therefore, his estimate 
of production for 1959 does not run true with actual production over 
the past 5 years. It is true that the average production per acre for 
1958 was good but there are no facts to back up that the same will 
exist for 1959. Why should he leave out 1954 which was a bad year 
when we produced only 727 pounds to the acre and put in 1958 which 
was an exceptionally good year when we produced 1,213 pounds to the 
acre? We could very easily have another bad year like 1954 as much 
so as we could have another good year such as 1958. 

The Secretary is estimating that the 1959 production of peanuts 
will be 820,000 tons, which is estimating that the production of pea- 
nuts will be greater than during any year except 1958, even going 
back as far as 1951. 
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In studying the production of peanuts one can easily see that there 
is no consistency in one year compared to another, either in yields 
per acre or total production. 

Over the years the Secretary, in estimating the prosntion of pea- 
nuts, has used the figure of 91 percent of the total allotment (1,610,000 
acres) would be planted and harvested. This being the case, and we 
have no reason to doubt it, and using his own figure of 1,118 pounds 
per acre yield (which appears to be much too high) would not come 
out to his estimated total production of 820,000 tons. 

In the Southwest, for example, the Secretary, out of the clear blue 
sky, has increased the estimated production per acre some 20 or 
30 pounds per acre just because they have had a rain or two in the 
last few months. ' 

Farmers are in no position, incomewise or otherwise, to sit idly by 
and let someone, not connected with production of peanuts, determine 
their income just because they think it might rain. 

Actually the actual average production of peanuts per acre since 
1952 through 1958 in the United States is only 997 pounds per acre. 
The Secretary is estimating that the 1959 average per acre production 
will be some 1,118 pounds per acre. 

With such estimates as these, the Secretary will cause the income 
of the U.S. peanut farmers to drop some $14,875,500, based on average 
production since 1952 or a drop of $18,647,240 from 1958, based on 
1958 production. (See exhibit A for the production figures and 
average in the United States since 1952.) 

By observing the production of peanuts by years, it is very obvious 
that his estimates are much too high. 

Now, Mr. Chairman, in the determination of the 1959 support level 
one can easily see that by just a mere stroke of a pen a farmer can be 
completely put out of business. 

The Department of Agriculture has been buying from shellers 
No. 2 stock peanuts and placing them in cold storage, at tremendous 
cost, in order that they might be on hand August 1 to help justify 
his action. However, we understand that this process has been slowed 
tremendously in the last 2 weeks since this hearing was announced. 
We realize that in the crushing of peanuts for oil that we must con- 
sider also what this will do to the price of cottonseed oil and soybean 
oil. We realize that these other commodities should be taken into 
account but we firmly believe that there is still plenty of time before 
August 1 to divert all surplus farmers’ stock peanuts and No. 2 shelled 
peanuts purchased by CCC to oil without atecting the price of these 
other oil products. In the last few days there has been a reconcen- 
tration of approximately 10,000 tons in two warehouses to help get 
ready for the August 1 carryover. I found out this morning that 
7,000 of those tons were being stored in a tobacco warehouse in Syl- 
vester, Ga. I don’t know that it is qualified to hold these peanuts 
or not. 

Gentlemen, I am sure all of you realize that the farmers’ cost of 
production is steadily increasing each year. 

Are we farmers to continuously pay more for the items we purchase 
and continuously take less for the products we sell ? 

Back at alltime high as reported by the USDA last week, the De- 
partment said the index of prices paid by farmers for commodities, 
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interest, taxes, and farm wages Tose one-third of 1 percent during 
the month ending March 15. The advance, due primarily to high 
prices for production goods, lifted the index back to the record high 
first established in January of this year. It was nearly 2 pereent 
higher than a year earlier. 

“At this point, Mr. Chairman, I would like to give the members of 
the committee some actual figures on the cost of producing an acre 
of peanuts. These figures are the average given to me by good peanut 
farmers in Georgia. These farmers keep accurate records and these 
figures are based on a 5-year average. 


Erevaring and. ee beet asians ria aetna oo ane enanig sen eens eager eed $5. 00 
Preemerge weed control_________--- Rene Ae ee 28 nd bdieist xia alent aena te 3.00 
IN Se ss acs chilean nsich linea dn dv ine aaa ble ate 8. 00 
I a aS a ee ala eisai mea eects edie Seo eS apt 24. 75 
Ih len item nn wipiigialagmereal 8. 00 
asses fab areatis ghnsbin ere aneqa pei ewan eu thueonivesqn er clawentenae Soman iowa 6. 00 


That is, if we just hoe one time. 


ih ai blll einem Shi ebnbde ett abhettiecs int Se 21. 00 
Hauling to market_____- Mites eb ai tanaatn span La acaimiped eit ebaete® es 3. 00 
EE a eS i carina ip uiglbinppaaeamenl rik beednenieaebignie weal 4. 00 
Lime and lz indplaster er tiel donate haleshomess cbsalunatiires bi actbeagelaitisenactgupmntetsieests anlevier aime 
Tae ine Pen, ineerest on invebtiment..... 20-56 ccs 6. 75 

i lias oo eS oo ae 2, 25 nih metus & «25 aepaghaaeepoogsn 95. 00 


I believe you will agree this is a very conservative figure. It will 
run $30 higher in Virginia and in the Carolinas than these figures I am 
giv ing here. 

Now, using the U.S. average yield for the past 5 years of 997 pounds 
per acre, and based on the announced price by Mr. Benson of $193.50 
average per ton, this will mean a margin of only $3.50 per acre. The 
above figures, you will notice, do not consider repairs on machinery, 
cost of procuring the above items, ete. 

Now, Mr. Chairman, this $193.50 is the average price for all types 
of peanuts and several types will be supported at a much lower price. 
For example, I estimate the supports on runner peanuts will be $180 
per ton and after $9 is deducted a grower will receive a net of $171 
which is $19 less than the actual cost of production. 

Peanut farmers, like other farmers, in times of national emergency 
have been called upon to produce, and I believe everyone will agree 
that the farmers have responded to the needs. Now that an all-out 
emergency does not exist, the farmers are being told that you should 
do the best you can do. 

Mr. Chairman, I am sure that the members of this committee realize 
that peanut farmers have not been receiving the announced support 
price dollarwise in the past. For example, if the support price 1s to 
be $193.50, the farmer will only receive $184.50 because of what we 
call a $9 deduct that is deducted for storage, insurance, etc., for 8 
months, even though a warehouseman may move the peanuts in, say, 
30 days. 

Peanut producers have taken a drop in price for peanuts of some 
$50 or more per ton in the last 3 or 4 years, and during the last 5 years 
costs of production have increased approximately 20) percent. The 
Secretary’s action clearly indicates that this is a further move to com- 
pletely destroy our peanut program. Earlier the Secretary com- 
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pletely revised the parity index in order to lower the price. I am sure 
you are familiar with this action. 
~ We further realize that such moves by the Secretary do not, as he 
so often indicates, give the consumer a cheaper product at the expense 
of the farmer. 

Gentlemen, on behalf of the peanut farmers we would greatly appre- 
ciate any relief from this deplorable situation. 

We appreciate the opportunity to appear before your committee and 
express our views. 

(Exhibits A and 8B are as follows :) 


EXHIBIT A 


U.S. production of peanuts, 1952-58 * 


Acreage | Yield per | Total 


Crop year | picked and acre production 
threshed 


| 














| Pounds | Tons 
1952_...--- } : nak 1, 443, 000 940 677, 900 
1953... . pncingl 1, 515, 000 | 1, 039 787, 088 
1954 < . | 1, 387, 000 | 727 504, 248 
1955... od ‘ . iol 1, 669, 000 | 928 774, 005 
1956... : | 1,385, 000 | 1, 160 | 803, 905 
1957... | 1, 481, 000 | 970 | 717, 972 
| EES Shs ; ‘ tate - = 1, 537, 000 | 1, 213 | 932, 362 
| | | 
1 Above figures obtained from U.S.D.A, Oils and Peanut Division. 
EXHIBIT B 
Shelled peanuts used in peanut products 
[Pounds, thousands] 
- | | i | 
Year Peanut | Salted | Peanut Totals 
candy peanuts | butter 

“| TCs a i ad - , . 

1948-49. __- iia ‘ : 104,015 | 120, 557 250, 279 481, 663 
1949-50... ; ‘ ‘ | 124, 128 116,771 | 251, 544 501, 779 
1950-51... , » ‘ eupreted 119, 927 132, 653 276, 009 534, 957 
1951-52 : = cael 120, 806 140, 650 275, 803 543, 727 
1952-53 o e 119, 197 | 147, 450 | 286, 821 560, 147 
1953-54 _ - . - a. Sid eadicidate 118, 935 149, 118 297, 539 572, 401 
1954-55 i aden 110, 843 143, 254 299, 929 563, 302 
1955-56. _ : ‘tang ermal 118, 507 | 146, 327 | 325, 661 600, 096 
1956-57 ae ee ES 136, 061 163, 382 | 317, 424 646, 251 
1957-58. .- ; id J a | 138, 149 | 170, 881 355, 818 693, 768 
Estimated increase in consumption...-.......-- epics 5 is Gomera il oueicelaeubimunntel 40, 000 
Total |. Biisizecsecsinleh 733, 768 














1, Peanut butter sandwiches and other minor products not itemized, but is included in the totals above. 

2. Figures for 1958 will not be available until August or September, but the figures for August 1 till March 
1 show a near record level of 426,403,000 pounds as compared with 415,857,000 pounds for the same 7 months 
during the 1957-58 season, or an increase of over 10 million pounds, 


Mr, McMinian. Thank you, Mr. Duncan. Thank you for coming 
before us and presenting your fine statement this morning. 

Mr. McLain and the other Department officials are here to explain 
this action on the part of the Department of Agriculture to the com- 


mittee this morning. Mr. McLain, at this time we would like your 
statement. 
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Mr. McLarty. We are glad to appear before you and present the 
facts in the case. We have a prepared statement so there will be no 
misunderstanding about what we dosay. It isn’t very long. I think 
I should run through it because many of the questions I am sure you 
wiil have will be answered. When we get through with it we will try 
pretty hard to answer any others that you have. 

Mr. McMinxan. We will be glad to have you read your statement or 
make an oral statement, or you may submit your written statement for 
the record. 


STATEMENT OF HON. MARVIN L. McLAIN, ASSISTANT SECRETARY; 
ACCOMPANIED BY MARTIN SORKIN, ASSISTANT TO THE SECRE- 
TARY; J. E. THIGPEN, DIRECTOR, OILS AND PEANUTS DIVISION; 
FORREST BEALL, DEPUTY ADMINISTRATOR, PRICE SUPPORTS; 
AND ALMON MACE, OILS AND PEANUTS DIVISION, U.S. DEPART- 
MENT OF AGRICULTURE 


Mr. McLain. I am glad to have this opportunity to discuss with 
you the Department’s program as it relates to peanuts. 

Through its various programs the Department has assisted peanut 

owers in many ways. These include: 

1. The development of better varieties and improved production 
techniques; 

2. The development of improved marketing and wider utilization 
of peanut products; 

3. The maintenance of stable supplies of peanuts for end users and 
consumers ; 

4. The promotion of peanuts products; and 

5. The stimulation of the utilization of peanuts and peanut prod- 
ucts in various end uses. 

Department efforts to aid peanut growers in the production and 
marketing of peanuts are widespread. In the field of research the 
Department of Agriculture is currently carrying out 17 broad projects 
relating to peanuts. In addition, the State colleges and departments 
of agriculture in the peanut area are developing and performing addi- 
tional experimental and research programs. 

Research on peanuts has been in the three fields of production, mar- 
keting, and utilization. On the production side, emphasis has been 
placed on the development of varieties which are more acceptable to 
the consuming public and which have broader utilization. Through 
work in developing acceptable varieties with high yields and through 
the improvement of sekeiions in growing and harvesting peanuts, 
the stage is set for the production of better quality peanuts at less : 
cost. 

Research in the field of new varieties, cultural practices, fertiliza- ‘ 
tion, disease and insect control are clearly reflected in the continued e 
substantial rise in yield per acre in the past 10 years. As shown on i 
chart 1, little gain was made prior to that time. 
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(Chart 1 is as follows :) 


CHART 1 


PEANUTS: U. S. YIELD PER ACRE 


POUNDS 


ral 


° 1910 1920 1930 1940 1950 1960 





Mr. McLatn. Research in mechanical harvesting and drying pea- 
nuts has already been a factor in reducing substantially the labor 
required to harvest the crop. Efforts are still underway to find 
and develop herbicides which will permit control of grass and weeds. 
If this can be done the growing and harvesting of peanut crops can 
be almost completely mechanized and production costs can he re- 
duced substantially. This is a field in which real progress is pos- 
sible. As the farmer can produce more efficiently he can hope to 
earn a better net income and at the same time offer his product to 
the American consumer at relatively lower prices. 

In the marketing field, research has been directed toward the better 
handling of peanuts in commercial storage, in the development of 
more economical means of moving peanuts from the farm into the 
market and methods of making peanut products more acceptable to 
consumers. 

Utilization research has been directed toward finding new uses for 
peanuts and the improvement of the commodity as a food item. Re- 
cent research projects, part of which are still in process, include studies 
of the chemical composition in relation to the quality of processed 
peanut products, the influence of processing on the composition and 
flavor of peanut products and the physical chemical properties of 
peanut protein. 

_ In attempting to aid the peanut industry in providing outlets for 
its surplus production, the Department has promoted the consump- 
tion of peanuts through its plentiful foods publicity and consump- 
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tion outlet promotion programs. Also quantities of surplus peanuts 
have been made available for school luch. Through this means the 
Department provided a nutritious product for schoolchildren and at 
the same time helped to develop interest in the consumption of pea: 
nuts and peanut products. To a limited extent the Department has 
engaged in foreign market development work for the commodity, 
Through this work a flow of surplus peanuts to end users in Canada 
has been developed. These peanuts are being purchased at higher 
prices than those which are diverted into oil. 

The Department has also been active in its liaison work between 
the grower organizations and the national industrial and consuming 
groups interested in the development of high quality food produc ts, 
End users have been encouaged to seek for high quality peanuts and 
efforts have been made to provide stable supplies to those manufac- 
turers who are using peanuts for caudy, salted nuts, or peanut butter, 

Under present agricultural] legislation, peanuts are classified as a 
basic agriculutral commodity and price support is required between 
7 and 90 percent of parity provided marketing quotas have been 
approved by the growers. At current prices peanuts provide from 
$150 to $200 million—about 5 percent of the $35 to $40 billion total 
realized gross farm income. 

The legislation under which the marketing quota and peanut price 
support program has operated since 1949 provides for a minimum 
acreage allotment of 1,610,000 acres with the share of this allotment 
to each State relatively frozen. Although the current programs of 
acreage allotment, marketing quota, and price support have been 
effective in providing price support for the peanuts grown, we have 
experienced difficulties similar to those encountered with other price- 
supported commodities. Primary among these are: 

A chronic surplus of 10 percent or more of the crop grown. 

Frozen acreage aloltments which preclude changes among States 
and permit almost no change among farms. 

Tendency of high prices to stifle consumption and the growth 
of the industry. 

4. High cost to the Government. 

As an example of how the industry failed to grow under a rigid 
program, we find that during the period from ‘1950 through 1955, 
when peantuts were maint: ained at near 90 percent of parity, the in- 
crease in consumption scarcely kept pace with the increase in popu- 
lation. The lack of new outlets for peanuts and the restriction on 
praoduction has led some people to refer to the peanut industry as a 
dead industry. 

Production on the minimum allotment, with the upward trend of 
yield per acre, has exceeded edible requirements every year in the post- 
war period except for 1954. For the crops from 19: 52 through 1958 
(using estimates for the 1958 crop), the total quantity of surplus pea- 
nuts acquired and diverted under price support operations 1s approx!- 
mately 722,000 tons. This is an average of more than 100,000 tons per 
year or 14 percent of the total production. The cost of diverting 
this surplus is approximately $93 million, an average of more than 
$13 million per year and approximately 8 percent of the farm value 
of the peanut crop during the period. Administrative cost of the 
allotment and quota portion of the program amounts to around $2 
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million annually. The total cost of the marketing quota and price 
support program per ton of peanuts grown during the period 1952-58 
is $21, approximately. 

The surplus peanuts have been disposed of at their market value 
for oil and meal. This value usually has been about equal to the 
world market prices for peanuts which have tended to be about half 
the level of the price-supported edible peanuts. Thus, the loss on each 
ton of peanuts produced in surplus has been about half the price-sup- 

ort value. 

Despite the difficulties involved in the rigid marketing quotas and 
price supports, the Department has attempted to administer this pro- 
gram so that it supplemented the Department’s efforts to provide 
stable supplies and to promote the consumption of peanuts and growth 
of the peanut industry. 

The Department changed its policy on storing and disposing of 
surplus peanuts since 1954 with two primary objectives in mind. 
First, some of the surplus peanuts each year have been carried over to 
provide protection against a possible short crop which might require 
imports to meet domestic requirements, such as those followmg the 
short 1954 crop. Second, the surplus that has been taken over by 
CCC has been handled in a manner which would be to the long-time 
benefit of the peanut industry. 

Somewhat lower prices have been associated with higher edible 
consumption since 1954 as shown on chart 2. 

(Chart 2 is as follows:) 

CHART 2 


PEANUTS (ALL TYPES) USED IN PRIMARY 
PRODUCTS AND IN SHELL 
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Mr. McLain, The quantity diverted and the cost of diversion have 
been reduced by reason of more edible use and the smaller loss per ton 
diverted. It indicates since 1954 we have had quite a considerable 
increase in the consumption. More orderly movement of the surplus 
into the market has helped to reduce losses. After considering extra 
costs for shelling, transportation, and cold storage, we estimate that 
the loss on diversion of surplus from 1956 and 1957 crops was re- 
duced more than $8 million by this change in method of handling. 

Chart 3 shows the changes which have occurred in the farm prices 
for peanuts, in consumer prices, and in prices of tree nuts since the 
1935-39 period. 

(Chart 3 is as follows:) 

CHART 3 


INDEXES: CONSUMER PRICES, FARM PEANUT 
PRICES, AND WHOLESALE PRICES TREE NUTS 


Prices received by 
farmers for peanuts 
{ 


Consumer prices 





Mr. McLarty. Prices of peanuts in 1958 were approximately three 
times the 1935-39 average of peanut prices, while consumer prices were 
only two times prewar average. Tree nut prices, and tree nuts are 
another item competitive with peanuts for the consumer’s dollar, 
moved up from a prewar level to about the same extent as did prices 
paid by consumers. 

Since the short crop of 1954, peanut prices have declined relative 
to consumer and tree nut prices, but we believe the more realistic price 
levels for peanuts are proving advantageous to grower interest by 
expanding consumption. Retaining artificially high prices for pea- 
nuts would have the effect of continuing to diols of consumer de- 
mand and cause increasing losses to Government on program 
operations. 
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The determination of the preplanting price support level for the 
1959 crop of peanuts was as follows: 


Tons 
A. Determination of total supply: 

Cerevuver’ Sue. t, Ween oo oe Ce ee 180, 000 
1968 ‘pro@nctionv.. 2. Us. ce id Ce, 932, 000 
DT eink nics b atpchid- bln wewahbhlnbodine biticncatdahabin 1, 000 
Wl UE A) ee 1, 113, 000 
Edible requirement year ending Aug. 1, 1959_--________________ 701, 000 
Estimated diversion year ending Aug. 1, 1959..-_._-_-_-_____-__ +162, 000 
Carryover Aug. 1, 1959 (commercial 200,000 ; CCC 50,000) _____ 2 250, 000 
1008 preRUCG0d......ncnncnc neg pwenceriqnen}siwenmeneanmnippindiie 819, 000 
SR cencysiavecsive-=eornyetetegpe-csenypnapnneceneatenee ania 1, 000 
Teta) suppty (Aug. 1, 1000) os skntiiiicn tek csleicid. * 1, 070, 000 

B. Determination of normal supply : 
Edible requirements year ending Aug. 1, 1960......--..---_. 713, 000 
Statatory carryover (15 percent) 2... 107, 000 
emt IG ass cnsectprsttyestcndivnlpsetaetn eeratteanititlees bie cineimets 820, 000 
Cc. Supply percentage (total supply divided by normal supply____--__ 130. 4 
Ti, BEROORT (IO. POROUS OC. FENG) 0 ccnccswownepeieinkeoseneetsun $193. 50 


2 Or less. 2 Or more. 


I call especial attention of the committee and, also, Mr, Duncan, 
who preceded me here, to the next statement here. 

This level of $193.50 may not be reduced but it may be increased 
at the beginning of the marketing year, August 1, 1959, if the combi- 
nation of effective parity and supply percentage require it. 

By way of summary, the Department’s activities on research and 
experimental work are showing good results for peanuts. They defi- 
nitely are contributing to more efficient and economical production 
which can mean a better net income for farmers and a better product 
value to the consumer. 

Relatively new research on some of the chemical and physical char- 
acteristics of peanuts as affected by curing, roasting, and other proc- 
esses may prove to be valuable. 

The marketing quota and price support programs are being ad- 
ministered effectively and with a view of maintaining stable ian ade- 
quate supplies at reasonable prices which are essential elements for 
increased consumption and growth so badly needed by the industry. 

The Department is concerned about the highly rigid features of the 
present program and its high costs. As we look forward, it seems 
to us that it should be possible to have a program which would be 
helpful to peanut growers without these undesirable features. We 
have recommended to Congress legislation which we feel is in the long- 
time interest of every segment of the peanut industry. 

Attached are drafts of the legislative changes that would be neces- 
sary to put into effect the recommendations made with respect to 
peanuts in the President’s agriculture message and the testimony of 
the Secretary at the recent hearing on the program outlined in such 
message. 

The draft legislation contains provisions which would make changes 
in existing law as follows: 
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. Alternative provisions are included for price support for peanuts, 
These provisions would be in effect as long as the marketing quota 
provisions of the Agricultural Act of 1938, as amended, remain effee- 
tive and peanut producers do not disapprove marketing quotas. 

Under alternative A, peanuts would be supported at “90 percent of 
the average price received by farmers during the 3 preceding market- 
ing years. 

Under alternative B, price support for peanuts would be at such 
level not in excess of 90 percent of the parity price as the Secretary 
determines appropriate after consideration of the general guidelines 
ae in section 401(b) of the Agricultural Act of 1949. 

. The Secretary would be given author ity to increase the national 
acreage i allotment by not more than 50 percent. 

The Agr icultural Marketing Agreement Act of 1937, as amended, 
outa be amended to authorize the issuance of marketing orders for 
peanuts, 

4. If and when the major peanut production or marketing areas 
become covered by a marketing order or orders, any ni tional market- 
ing quota previously proclaimed for any crop of peanuts to be regu- 
lated under such order or orders and any farm acreage allotment or 
marketing quotas, established pursuant to such national quota, would 
cease to be effective and the Secretary would be prohibited thereafter 
from proclaiming a national ms arketing quota for any crop of peanuts. 

5. Effective beginning with the first crop of peanuts for which farm 
acreage allotments and marketing quotas are not in effect as a result 
of the issuance of a marketing order or orders covering the major 

eanut producing or marketing areas, price support for peanuts would 
is discretionary at such level not in excess of 90 percent of the parity 
price as the Secretary determines appropriate after consideration of 
the general guidelines specified in section 401(b) of the Agricultural 
Act of 1949, as amended. 

These next three pages merely put into legal draft language the 
summary that I have just presented on this page. 

(The draft is as follows:) 


PRICE SUPPORT UNDER FARM ACREAGE ALLOTMENTS AND QUOTAS 


1. Title I of Agricultural Act of 1949, as amended, is amended by adding at 
the end thereof the following: 
ALTERNATIVE A 


“Sec. 107. Notwithstanding the provisions of section 101 of this Act, the level 
of price support to cooperators for the 1960 and each subsequent crop of pea- 
nuts, if producers have not disapproved marketing quotas, shall be 90 per 
centum of the average price received by farmers during the three marketing 
years immediately preceding the marketing year for such crop. Price support 
for each such crop of peanuts-in the case of noncooperators and in case 
marketing quotas are disapproved shall be as provided in section 101(d) (3) and 
(5). The Secretary shall determine and announce the support price for each 
crop of peanuts in advance of the planting season on the basis of the statistics 
and other information available at that time, and such support price shall he 
final.” 

ALTERNATIVE B 


“Sec. 107. Notwithstanding the provisions of section 101 of this Act, if pro- 
ducers have not disapproved marketing quotas, price support for the 1960 and 
each subsequent crop of peanuts shall be at such level not in excess of 90 per 
centum of the parity price therefor as the Secretary determines appropriate 





eo & 4, a @ 





vo" == FF 


TE 


PEANUT PRICE SUPPORTS 13 


after consideration of the factors specified in section 401(b) of this Act. Price 
support in the case of noncooperators and in case marketing quotas are dis- 
approved shall be as provided in section 102(d) (3) and (5).” 


AUTHORITY TO INCREASE THE NATIONAL ACREAGE ALLOTMENT 


2. Section 358(a) of the Agricultural Adjustment Act of 1988, as amended, 
is amended by adding at the end thereof the following : 

“The national acreage allotment determined under the foregoing provisions 
of this section may be increased by not more than 50 per centum for any crop 
of peanuts beginning with the 1960 crop if the Secretary determines that such 
increase is necessary in the interests of the welfare of the agricultural econ- 
omy (1) to avoid hardships to peanut producers, (2) to meet potential market 
demands for peanuts, (3) to avoid undue restrictions on production or market- 
ings of peanuts, (4) to prevent disruption in the orderly marketing of pea- 
nuts, (5) to insure adequate farm income, or (6) because of any combination 
of the factors above.” 

MARKETING ORDERS 


3. Section 8(c) of the Agricultural Adjustment Act, as amended, and as 
reenacted and amended by the Agricultural Marketing Agreement Act of 1937, 
as amended (7 U.S.C. 608(c)) is further amended as follows: 

(1) Paragraph (2) is amended by inserting ‘‘peanuts,”’ before “soybeans,’’. 

(2) Subparagraph (B) of paragraph (11) is amended by inserting “or pea- 
nuts and their products,” after “milk and its products,”’. 


SUBSTITUTION OF MARKETING ORDERS FOR FARM ALLOTMENTS AND QUOTAS 


4. The Agricultural Adjustment Act of 1938, as amended, is amended by 
adding following section 359 thereof a new section as follows: 

“Sec, 360. Notwithstanding any other provisions of this Act, if and when the 
major peanut production or major peanut marketing areas as determined by 
the Secretary become covered by an order or orders in effect under the Agri- 
cultural Marketing Agreement Act of 1937, as amended, (1) any national 
marketing quota previously proclaimed for any crop of peanuts to be regulated 
under such order or orders and any farm acreage allotments or marketing 
quotas established pursuant to such national marketing quota shall cease to 
be effective, and (2) the Secretary shall not thereafter proclaim a national 
marketing quota for any crop of peanuts.” 


PRICE SUPPORT IF MARKETING ORDERS ARE IN EFFECT 


5. Effective beginning with the first crop of peanuts for which farm acreage 
allotments and marketing quotas are not in effect as a result of the operation 
of section 360 of the Agricultural Act of 1988, as amended, the Agricultural 
Act of 1949, as amended, is amended as follows: (1) By inserting after the 
words “any basic agricultural commodity” in the first sentence of section 101 
the words “except peanuts’: (2) by striking from section 101(b) the words 
“and peanuts”; and (3) by amending section 107 to read as follows: 

“Sec. 107. The Secretary is authorized to make available through loans, pur- 
chases or other operations price support to producers for peanuts at such 
level not in excess of 90 per centum of the parity price therefore as the 
Secretary determines appropriate after consideration of the factors specified 
in section 401(b) of this Act.” 


Mr. McLain. We would be glad, Mr. Chairman, to try to answer 
questions. You called the hearing, as we understood it, primarily to 
get. an answer as to how we arrived at the support announcement. 
We have tried to indicate that to you. 

We have pointed out to you that if any of the figures, as is true 
with all other basic commodities, are in error—and these are in pro- 
jections ahead—at the proper time they will be revised in accordance 
with what the actual figures show. The law is very specific in this 
matter. 


39408—39 3 
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I would be happy to try to answer questions. I have Mr. Thigpen 
here who is very competent in this area; Mr. Sorkin and Mr. Beall, 
who is from Oklahoma and knows a little bit about peanuts, too. 

Mr. McMirtan. That is the purpose of this hearing. Do you have 
any questions, Mr. Abbitt ? 

Mr. Assrrr. I have a question or two. Mr. Duncan’s statement 
was a criticism, to some extent, of the figures used by the Department 
in arriving at the amount of peanuts to be consumed this year. What 
is your thought along that line? 

Mr. McLain. Let me make this statement first. We have rarely 
made the determination on any of these schedules but what someone 
raises a question. Some think they are too high and some think 
they are too low, depending, of course, upon what they would like 
to see. 

We have followed the policy since I have been in this area for some 
614 years, of letting the people that work with these figures come for- 
ward to the Board of Directors of the CCC with what they think the 
actual figures show. This has always been true. We think it ought 
to be that way. 

And Mr. Thigpen, I think, would be the most appropriate person 
to answer the questions that you might raise in this area. So if you 
will ask the specific question of him, I think it will be answered. 

Mr. Assirr. As I understand it, the consumption has gradually gone 
up. 

Mr. Tuicren. That is correct. 

Mr. Asgitr. On that basis does that take into consideration the 
increase / 

Mr. Tuiegren. We think it does. And, of course,-actually we know 
Mr. Duncan is right in his reasoning as to how much increase we will 
have in consumption this year. We found increase in the consump- 
tion, much to our disappointment, less in the current year than it was 
for the 2 preceding years. Therefore, in trying to come up with what 
seems to be a realistic figure we took this. We will watch every month 
from now until August 1. when the final determination has to be 
made—if the rate of consumption increases we automatically will raise 
the figures at that time. There is an element of judgment and I 
understand Mr. Duncan’s question. But we have put what we thought 
was right in this instance in the figures. And as I say, August 1, if we 
are wrong, if the figures show it, we will immediately correct it at that 
time. 

Mr. Assrrr. I understand but that issome months ahead. Has there 
not been an increase—the average shows more ? 

Mr. Tuicren. We have been having for the 2 preceding years an 
increase at the rate of almost 7 or 8 percent. We came into this year 
beginning August 1, 1958, when this rate of increase slowed down. 
And it is now down, I think, for the year up to this time to approxi- 
mately 2 percent. 

Just what the factors are for some of these apparent changes in 
consumption we are not able to say. 

A part of it, apparently, in the rate of increase in the consumption 
for the 2 preceding years could be the high extent of damage in the two 
crops with the wastage that comes out of that. Whereas the 1958 
crop had a low percentage of damage and a small wastage. 
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I think we have to recognize the decreased rate of consumption. As 
I say, we continue to watch it, we hope it picks back up. If it does, 
of course, we will raise our figures. : . 

Mr. Aspirt. He, also, complained about the years used in figuring 
theproduction. a 

Mr. Tuicren. The yield per acre. That is right. ' 

Mr. Apsitt. Is there any particular reason for not using 1954? 

Mr. Tuieren. Nothing other than the completely abnormal year. 
If you will look at this first small chart here on yield per acre, and 
just take the postwar period when we had these increases in yields 
occurring, and our people in the experimental fields tell us there is 
enough information available now if applied to permit an increase of 
50 percent in the yield of peanuts, you just draw a _—— line and our 
figure is not far off of what would appear to be reasonable, = 

In the Southwest, for instance, we left out 1958, in considering the 
vield there because 1958 was exceptionally high. But we did, after 
leaving that out, make a slight adjustment upward above the figure 
which was obtained because of the good moisture condition in the 
area. 

Again, as I have also explained, when the crop reports showed the 
yields to be lower than the figures we have ysed, we have immediately 
corrected them. 

Mr. Ansirr. There is a tremendous lot of criticism, I don’t know 
whether justified or not. They seem to think that the Department has 
gone out of its way to build up supplies and hold them until August 1 
and dispose of them after August 1. You will recall last year or the 
year before, some could have been used in Canada. The Government 
lost the sales of a lot of our peanuts. 

Mr. Tuicren. We have something of the same problem there this 
year. We have about 20,000 tons of the Virginia type peanuts in Vir- 
ginia-North Carolina and about, 30,000 tons of the Spanish-type pea- 
nuts in the 1958 in the loan. That is farmers’ stocks peanuts. 

We know from experience that we sometimes come up with a short 
supply of the Virginia peanuts, particularly the extra large. 

We also know that the Southwest crop, because of weather, goes up 
and down like this and you tend to come up with a short supply of 
Spanish peanuts in some years. Therefore, this year we are shelling 
and putting the No. 1 and better grades from those Virginia and Span- 
ish peanuts into cold storage. 

Actually, from the standpoint of the Canadian market we would like 
to sell the Virginia peanuts to the Canadians now, but we would run 
the risk of having a short supply if we had a bad crop in 1959. There- 
fore, to protect ourselves we think it is desirable to hold those better 
peanuts until we can see what the 1959 crop is. 

Mr. Anprrr. Let me see if I understand that. You do that with Vir- 
ginia peanuts and the Spanish which you are storing, which you could 
sell to Canada. 

Mr. Tutcren. Part of them. 

Mr. Aspirr. Part of them you could sell but you are holding them 
against any eventuality of any shortage in the 1959 crop. 

Mr. Tu1epen. Yes, 

Mr. Azsrrr. Do you think that is good business? 
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Mr. Tricren. Well, actually, if you look at the fact that over this 
past period of years that was referred to in Mr. McLain’s statement, we 
have had a little bit over 100,000 tons of peanuts surplus per year 
on the average. You will note that in the figures that were presented, 
we are expecting to divert approximately 162,000 tons during this cur- 
rent year. That is because of the large 1958 crop. If we get a swing 
a little bit the other way with somewhat lower yield in 1959 we will be 
able to do better by having some of those peanuts for disposition in 
the next year rather than trying to crowd the disposition all into this 
year. 

We can never know how things will be in the future. But working 
against averages, that seems to be possible. That did happen on the 
1956-57 crop of peanuts. We did better by spreading the disposition 
in terms of the recovery for the Government. 

Mr. Azssrrr. I want to ask one more question. I know many of 
these others have questions they want to ask. Does this not make you 
feel that we need a few more Virginias in this coming year because 
you have told us that you could dispose of the peanuts, that you are 
afraid there will be a shortage of them, so would not the simple answer 
be to give us more acreage For Virginias? Then you would not have 
to hold them, you would not cost the taxpayers any money, everybody 
would be happy. 

Mr. Tuicren. That is bad for the disposal of those peanuts by sale 
to Canada at the present time, but it would still cost us pretty heavy; 
in other words, we get more out of them when we put them into oil and 
meal, but we still have to take a loss when they move in at world market | 
prices. It is a question of what happens next year as to whether you 
spent the money on storage or otherwise. 

Mr. McMiuan. As to peanuts that you are holding, because there 
might be a shortage, do you consider these peanuts as surplus? 

Mr. THIGPEN. They are surplus as of the current year. If the 1959 
crop should become short they could be needed. 

You will recall after the short 1954 crop that we imported nearly 
90,000 tons of peanuts which was one of the worst experiences I have 
ever had in the Department. 

Mr. McMirian. I just wanted to be certain and I think every other 
member of this committee does, whether they were surplus peanuts. 

Mr. TuicPen. I don’t think I answered Mr. Abbitt’s question in full. 
We are holding some peanuts in addition to the Virginia and the 
Spanish, carrying them beyond August 1. I feel those are the peanuts | 
Mr. Duncan referred to as going into storage in the tobacco warehouse 
at Sylvester. They will be stored as farmers’ stock peanuts and a 
few of them may be carried beyond August 1 or they may be gotten 
rid of prior to August 1. 

In addition, we have some peanuts that we get under what we call 
the No. 2 program—No. 2 peanuts that we acquire from shellers, and 
eventually we probably will divert them. Some of those are being 
held. 

We come up with a total carryover of the sort which is mentioned 
here which has the effect that it does on the price level and on the cost 
of diversion, or cost of acquisition as against what can be obtained 
from disposal. 

Mr. McMitzan. Do you have any questions, Mr. Belcher? 
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Mr. Beicuer. Not at this time. 

Mr. McMiutan. Mr. Albert. 

Mr. Auserr. How many peanuts do you sell for dollars normally 
abroad. 

Mr. Tuicren. If we were able to move in regularly we could perhaps 
move 20,000 tons a year into Canada for edible use. 

Mr. Atsert. How much ? 

Mr. Tuicren. Twenty thousand tons into Canada. At the present 
time, if the supply of peanuts, the production of peanuts elsewhere in 
the world is short, and we have a surplus, we can move fairly large 
quantities fairly quickly abroad for crushing into oil and meal. It is 
a very much up-and-down proposition there. 

Mr. Avsert. What is the subsidy ¢ 

Mr. Tuicren. They are all sold for dollars on export. 

Mr. Ausert. What is the subsidy on foreign exports of peanuts? 

Mr. Tuicren. Approximately the same as when we divert them for 
crushing into oil and meal in this country except for a little bit smaller 
figure. 

Mr. McLain. Dollars per ton is what you want to know, what the 
subsidy is about, is it not ¢ 

Mr. Aupert. Yes. 

Mr. Tuigren. Approximately $100 a ton loss. ; 

Mr. A.gerr. Of course, you are sure to export to world markets 
over the oil markets in the United States. 

Mr. Tuicren. We do just that. We offer the peanuts on a competi- 
tive bid basis for both export and crushing into oil and meal. And 
we let everybody bid. We play both markets for all we can get. 

Mr. Atserr. Do you dispose of peanuts under title I of Public 
Law 480? 

Mr, Tuicren. We have not resorted to that on peanuts at all. 

Mr. Ansertr. Why is that ? 

Mr. Tuigren. Where they sell for dollars, what we have. 

Mr. Atperr. Could you expand your markets by selling under 
Public Law 4804 You do it with other basic crops. I wonder just 
why it could not be done. 

Mr. Tuigren. We can sell all we have for dollars without resorting 
to Public Law 480 and I do not. believe we could increase the prices 
we would obtain by resorting to Public Law 480. 

Mr. Apert. You sold other commodities under Public Law 480. 
You started out, actually campaigned to sell under Public Law 480, 
wheat, cotton, and other commodities, you have done that. 

Mr. Tuigren. At the world price of peanuts and at the value for 
crushing into oi] and meal in this country, which is about half of the 
support price in the last several years, the volume of peanuts which 
could be sold could be multiplied several times, so far as the quantity 
is concerned at that price. 

Mr. Arzert. The thing I am trying to get at is whether we can have 
for peanuts a program comparable to what we have for other basic 
commodities in foreign sales under Public Law 480 or otherwise. 

Mr. Tuigren. With the quantity we have available for sale under 
the present program we would not increase our volume because it is 
limited. We would not increase our recovery per ton by the use of 
Public Law 480 as a means of selling the peanuts. If the production 
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were increased and the Congress were to say, “Increase production 
and export them at the world market,” then the cost will be paid or 
the loss will be absorbed, then the volume that could be produced and 
sold, could be increased appreciably. But, as to the cost factor, at 
the present time we have a limited surplus. I think we are getting 
as much out of it as the market will return to us. We don’t have 
production on which to base an effort to expand sales abroad. 

Mr. Arsert. It seems to me that we are always in the position where 
we may have a shortage of peanuts, are we not? We do not know 
whether the national allotment will produce all of the peanuts we 
need or not. We cannot make the program come out right on the 
nose. It seems to me that we should have a little better effort to try 
to dispose of peanuts abroad, if we do have a surplus, as we do in 
other crops. 

Mr. Tuicren. One of the easiest items we have to sell except for 
the loss we take on it is the surplus peanuts. We have no problem in 
disposing of the surplus we have. We do have a short crop occasion- 
ally. 

Mr. Ausert. We are spending billions of dollars trying to help 
other countries. We go into the taxpayers’ pockets and get dollars 
and we buy things and give them to other countries. I donot see why 
taking care of the surplus of peanuts, when they are so easy to sell, 
could not be substituted for some of the other programs for which we 
spend money, and not to give them something they do not want and 
when they want peanuts which we have. It is a very small matter 
compared to our Public Law 480, or ECA, or other foreign-aid pro- 
grams, 

I think the American people want to start giving people products 
that we can grow and have in surplus rather than to give more money 
for foreign aid. I do not see hie the Agriculture Department has 
one policy and the State Department has another policy. They and 
the Congress should all work together. 

I do not really think you have made a very good case here this 
morning in wanting to switch around the peanut program when we 
have something that people want and when we are engaged in an all- 
out program as nsibth as any other program that the Congress has 
before it, of trying to give people aid and help. 

Mr. McLain. Mr. Albert, I would like to comment on that. I 
think the figure for added consumption of peanuts domestically is 
brighter than a lot of people, even in the industry themselves, realize. 
I think this is the area in which peanut growers ought to be interested 
because I am sure that peanut growers, like all other growers, are not 
very happy about a program that requires an export subsidy of $100 
a ton to dispose of the product. They would rather see it consumed 
here. And when you look at the overall picture I think what you are 
saying is accurate. When you compare the total cost of this program 
with the others, relatively, it isn’t too much out of line. But there 
is a terrific subsidy when you export it, or when you convert it into 
other products in this country. I do not disagree that we should use 
food for foreign aid rather than many other things that are being 
used and we do not have our head in the sand on that. 

Mr. Avgert. I think all of us do. 

Mr. McLarn. I think our record on exports is pretty good the last 
2 or 3 years due to the legislation that we have, of course. 
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Mr. Avperr. I notice you have a 1,000-ton import figure. Why do 

you have that? 

Mr. McLain. We carry a minimum import figure on every commod- 
ity wehave. Mr. Thigpen, can you answer that? 

Mr. Tuicren. The 1,000-ton import figure is a rigid. limitation 
under an import quota. And it does move approximately each year. 
That isa rigid figure. 

Mr. Avsert. What is the loss on peanuts compared to that of the 
other basic commodities? What is it? 

Mr. McLarn. We tried to give you the losses over a period of time. 

Mr. Apert. Supplywise or valuewise, either one. Are you losing 
as much on peanuts, considering the size of the program, as you are 
on other basic commodities ? 

Mr. McLain. We could furnish that for the record. I would not 
care to answer it offhand. It depends on which one you are talking 
about. The dairy program is one of our more costly products. We 
would furnish that for the record. 

(The information is as follows :) 


U.S. DEPARTMENT OF AGRICULTURE 


Realized cost of basic commodities and dairy products in programs for 
stabilization of farm prices and income, fiscal years 1952-58 











| 

| Average | Average | Value (cost) | Value.of 
Realized cost,| realized cost | realized cost of CCC inventory as 

Commodity fiscal years per year | as percent of| inventory percent of 
1952-58 average value} June 30, 1958 | average value 

of crop ! of crop 
~ |) | | 
Millions of Millions of Millions of 
dollars dollars | dollars 

Corn... 1,117 | 160 3.6 | 1, 860 42.1 
Cotton... 1, 330 190 8.5 190 8.5 
Rice... 205 29 11.2 80 | 31.0 
Tobacco 63 | 9 | 8 11 | 1.0 
Wheat i 2, 877 411 | 18.7 2, 303 104. 8 
Peanuts 86 12 | 7.2 | 13 7.9 
Dairy products_. 785 112 | 22.3 | 146 33.0 


1 Fiscal year realized cost divided by average annual value of crop. Realized cost is different from losses 
by crop year because portions of crops may be carried for several years. 

2 Average realized cost as percent of average gross farm income from dairy products. 

§ Value of inventory as percent of average gross farm income from dairy products. 


Note.—Final realized cost for individual crops cannot be determined since portions of some basic com - 
modity crops have been carried in inventory for several years and are still owned by Commodity Credit 
Corporation. Because re.'ized cost is determined only upon disposition of commodities, this table does 
not reflect realized cost relating to commodities in inventory at June 30, 1958. 


Mr. Aupert. Every once in a while somebody singles out peanuts 
as a special one over and above other basic commodities...And I just 
would like to know whether peanuts are costing us more relatively, 
being a smaller crop, than most basic commodities. 

Mr. McLarn. I don’t know whom you are referring to, but we are 
not picking peanuts out. We treat them all the same. 

Mr. Atpert. I know you are not. Ever so often somebody takes 
the floor of the House and singles peanuts out. 

Mr. McLain. I expect this is natural, because they are grown in a 
limited area. They are a very vi aluable crop to the farmers in the 
areas where they are grown and just as important to them as wheat 
is to farmers in Oklahoma or corn to farmers in Llinois. I don’t 
think anything in the record will ever show that we have ever talked 
that way about it. 
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Mr. Aupert. As a basic commodity the old idea, if I understood it 
right, required that the commodity to be made basic, had to be one 
that is basic to the area in which it is grown, that it is a basic cash 
crop. Isn’t that true? 

Mr. McLarty. That is right. There have been many people, of 
course, over the years—and I am sure every member of this committee 
knows this who have wondered how peanuts ever became a basic com- 
modity. And, of course, I think most of us understand how it did; it 
is basic to many individuals that grow the crop. There is no denying 
that. 

Mr. Avsert. In many areas it is basic. 

Mr. Founrarn. Will you yield? I have four counties in the con- 
gressional districf that I represent in North Carolina which grow 
approximately 65 percent of all of the peanuts grown in North Caro- 
lina. And many of them are small farmers who grow nothing in the 
world but peanuts. Here is a support price of $19 a ton—that is the 
way it comes out. I am doubtful in my area if many of these people 
will not have to go out of business. That is just on the cost of pro- 
duction and on the basis of the information which I have received. I 
think they are in bad shape. 

Mr. Poser. Mr. Thigpen, I want to ask you a few questions just to 
get the record absolutely clear. Mr. Abbitt covered part of it. He 
asked you “why.” Iam not asking you “why” at all. I am just ask- 
ing you if it is not a fact that you did take only 4 months instead of a 
year in calculating the figures. That isa fact, is it not / 

Mr. Tricren. We took 

Mr. Poace. I am not asking “why,” I am asking whether it is or 
is not a fact. 

Mr. Tuleren. We took the months which preceded the determina- 
tion; yes, sir. 

Mr. Poage. It is a fact, is it not, that those 4 months show a lesser 
consumption than would have been shown had you taken a 12-months’ 
period ? 

Mr. Tuicren. Yes, sir; that is correct. 

Mr. Poace. It is a fact that by storing you were able to show a 
lessened consumption or calculate a need for a lesser number of pea- 
nuts next year. 

Mr. Tucren. I showed a smaller estimated consumption; yes, sir, 
that is correct. 

Mr. Poacr. It is a fact, is it not, that in making the estimate, the 
production for the crop year 1954, which was low, was excluded ¢ 

Mr. Tuteren. Yes; that is correct. 

Mr. Poaae. It is a fact, is it not, that the crop year 1954 shows a 
very small production, does it not? 

Mr. Tuicren. That is correct. 

Mr. Poacr. And that by omitting 1954 you were able to show 
higher average production than if you had otherwise included that 
year. 

’ Mr. Tuicren. We think that the yield we are using is a reasonable 
and good yield. 

Mr. Poage. I did not ask whether it was reasonable—I just asked 
what the facts were. Is it not a fact that if you leave out the year 
1954 in your figures, that the historical production per acre is higher? 
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Mr. Tricren. As an average yield per acre, leaving out 1954 gives 
a higher average; yes. 

Mr. Poacr. That is all I wanted to know. And that by showing a 
higher average yield per acre, you then find, or you make a prediction 
that we will have a higher yield next year. 

Mr. Tuicren. Again, I don’t mean to in any way try to avoid an- 
swering your question but the answer to that is “no” in the sense that 
a reasonable determination is closer to what we did than one which 
you would get by working the other way. 

Mr. Poacr. I am not at the moment inquiring as to the “why” of 
these things. I asked what the result is. Is it not a fact that the 
result is that you come up with an estimated yield next year which is 
greater than you would have if you had not left out 1954—that is the 
result of it, isn’t it ? 

Mr. Tutcren. In terms of statistics averages, yes. 

Mr. Poacr. That is all I wanted to know. I believe Mr. Duncan 
had this in his statement. The production is 820,000 tons for next 
year—that is the estimated production. That is right, that is what 
you came out with, isn’t it—820,000 tons is your estimate for next 
year, isn’t it / 

’ Mr, Tincren. The normal supply; yes, sir. 

Mr. Poace. Is it a fact—I didn’t understand your answer. 

Mr. THicren. Would you repeat the question ? 

Mr. Poacr. I unfortunately looked at Mr. Duncan’s statement 
thinking it was yours, and he said it comes out, estimated production, 
of 820,000 tons for next year. That is right, isn’t it? 

Mr. Tuigeen. 820,000. 

Mr. Poage. All right. 

Mr. THicren. 819,000 tons. 

Mr. Poacr. All right. That 1959 production is projected on the 
history that we have just referred to. 

Mr. Tuicren. That is correct, that is right. 

Mr. Poacr. Now, Mr. McLain in his statement said the carryover 
on August 1, 1959, would be 250,000 tons or more and suggested that 
there will be 200,000 in commercial storage, and 50,000 tons in CCC. 
That is right, isn’t it? 

Mr. Tuicren. Yes, that is right. 

Mr. Poacr. How did you determine what will be the carryover in 
the commercial storage ? 

Mr. Tuicren. We have stock reports which show the inventory of 
yeanuts held commercially. And we look at the quantity which is 
Bettie used each month. And we estimate that commercial holdings 
are so many and the use will be so much and that there will be so 
many less commercially owned. 

Mr. Poacr. What are the commercial holdings now at this time? 

Mr. Tuicren. May I ask Mr. Mace if he has those figures readily 
available ? 

Mr. Mace. Yes, I have them here. 

Commercial holdings at the present time are 467,000 tons. 

Mr. Poacr. You anticipate the use between now and August 1 will 
be 260,000 tons, is that right ? 

Mr. Mace. That would follow; yes, sir. 

Mr. Poacr. There will be no—— 
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Mr. Mace. There may be some No. 2 that come in under the No, 2 
contracts. 

Mr. Poacr. There will be no surplus acquired by the commercial 
firms between now and August 1? 

Mr. Mace. Substantially none. There will be some seed removed 
off the farm but that will not be substantial under usual conditions. 

Mr. Poace. With the current plant to sell at $20 less, after Au- 
gust 1, nobody will buy in the meantime. 

Mr. Tuieren,. I think you could make that observation, but I think 
it is also correct that the commercial holdings of pe: nuts is higher 
than usual and that the commercial trade has as many peanuts as they 
want. 

Mr. Poace. They bought without any anticipation that you would 
drop the price $20 a ton, didn’t they ? 

Mr. Tuucren. I never understand their buying practice. Some of 
them said “Peanuts looked good.” They just bought them this time, 
It was a good quality crop. 

Mr. Poacr. How m: iny peanuts do you have in storage now ? 

Mr. Tuicren. Again, Mr. Mace, do you have our present holdings 
as of this time? 

Mr. Mace. I don’t have the exact figures. But we have about 
110,000 tons of farmers’ stock peanuts and as I recall about 20,000 
tons farmer stock basis of No. 2 

Mr. Poace. Is that about what you normally have or are you over- 
stocked ? 

Mr. Tuicren. Our figure runs from zero up to any amount of the 
production in the high years that is the surplus. And we get the 
residual, so to speak. This is. I believe. some ‘thing more than we had 
last year at this time. We are diverting at a more rapid rate than 
usual. Weare diverting 3,500 to 4,000 tons per week. 

Mr. Poace. However, you have said, as I understand it, that com- 
mercial holdings were abnormally high at this time of the year. You 
would not say that they were abnormally high or low. 

Mr. Tutaren. We don’t have any— 

Mr. Poacr. The commercial holdings would be abnormally high? 

Mr. Tuicren. In contrast with some years. 

Mr. Poacr. If the commercial holdings are abnormally high, why 
is it necessary for you to carry any peanuts over to té ake care of an 
anticipated shortage of peanuts, if, in fact, commercial sources have 
an excessive supply on hand ¢ 

Mr. Tuicren. Congressman, whether the commercial inventories 
are excessive or not, it is somewhat larger than usual. The whole 
question of the carryover as of August 1, 1959—that is the year we are 
talking about—relates itself to two things or three things in particular. 
That is the type of question which Congressman Abbitt brought out 
by his comments a few minutes ago and which I brought out, also, 
without regard to the total. 

Mr. Poacer. You said you needed 30,000 tons of Spanish peanuts to 
make sure you didn’t have any shortage. 

Mr. Tuicren. One is a question that there could be a short supply 
situation develop this next year by type. Second, there is a question 
of what the carryover does in terms of your longtime situation, the 
price level, the effect of price level on consumption, as respects the 
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quantity we have to divert if you move ahead over a period of time. 
It also affects the cost per ton. So you really get one, two things 
involved in the decision with respect to the carryover which bears on 
the supply, the consumption and the cost. 

Mr. Poacr. Well, now, that is true, the effect of the size of that 
carryover has those influences upon the market, whether it is in the 
hands of either the operators or the Government ! 

Mr. Tuicgren. That is correct. 

Mr. Poacr. Now, that being true, if they have that sort of situa- 
tion—whatever you want to call it, whether it is abnormally high or 
excessively large, you put the words in you want to use, but at “least 
more peanuts than they normally would have at this time of year— 
is it necessary for the Government to carry over peanuts at all? I 
understand the effect it might have on the market. Why do you have 
to carry another 50,000 tons ¢ 

Mr. Tuicren. Congressman, again I can only repeat what I said 
first: There could be a need for the Virginia or the § )panish-type pea- 
nuts from the standpoint of supply if the 1959 crop is short, notwith- 
standing the total commercial holding, and then the other factors 
which relate to the application of the law and the action under the 
provisions of the law. But there was a decision by the Department 
as to what it will do in that field. 

Mr. Poacr. Well now, Mr. Thigpen, couldn’t you have taken care 
of that just as well by estimating that the consumption would be a 
little higher than you estimated it would be? You did not estimate 
the consumption would be very high next year. You took the lowest 
months you could to make your estimate for the next year, and you 
estimated a very low consumption in the next year. Now aren’t you 
actually placing yourself in the position where you may very truly 
find that you are going to have a shortage because of your very con- 
servative estimates of consumption and your very liberal estimate 
as to the amount of peanuts you ought to carry over? 

Mr. THigren. Congressman, on estimates of that kind, on consump- 
tion as well as on the yield and production, we estimate what we think 
from the standpoint of a statistician working on it is right. That is, 
whether we are right or wrong, we estimate what we think is right. 
When the year ends, July 31, if the record shows that we are wrong 
and that the earlier estimates should be ch: anged, we just simply change 
them to what the record shows. But we do estimate those at what 
we think is right as of the time. 

Mr. Poagr. But you are not going to have experience on August 1 
as to what people are going to eat on December 1, 1959. You are 
making your estimates there dependent upon what they did eat during 
certain months in 1958, and you picked the months in which they ate 
the least and made your estimates on that basis. Then when it came 
to deciding whether you better have some reserve to take care of the 
error you may have made in that consumption estimate (you seem to 
me to plead guilty of having deliberately made a very low consump- 
tion estimate), and now you are going to protect yourself at the farm- 
er’s expense by carrying over 50,000 tons of peanuts, the effect of which 
is to reduce the price the farmers will receive next year. Isn’t that 
exactly the effect of what you have done? I am not charging that 
you did it for that reason, but it does achieve that result, doesn’t it? 
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Mr. Trucren. The question of the estimates is a matter of arithmetic 
and statistics as best we can apply arithmetic and statistics. Now 
again, when we come to Aen 1, if this rate of consumption picks up 
to 5 5, 6,7 7, or 8 percent instead of the 2 percent which it showed so far 
this year, then the figure which we use for normal supply for the year 
ahead will reflect a change in our estimate of consumption. If we 
think that consumption w rill be higher, we will change it. 

Now the decision with respect to the carryover ‘and the overall 

olicy there involves a matter of judgment and policy decision by the 
De epartment. The arithmetic, to me, we do just the best we can. 

Mr. Poagee. I did not charge you with taking the months where the 
consumption is normally the highest—— 

Mr. Tuicren. No, sir, we 

Mr. Poser. Isn't the consumption normally higher in November 
and December than it isin March and in June? Isn't the consumption 
normally higher in the fall than it is in the summer? 

Mr. Trcren. Well, if so, those were the months we used here, you 
see. We used the first part of the year which began Auguest 1. 

Again, Congressman, we have ies nothing but the arithmetic as 
best we could—on that point. If we are wrong, we will correct it. 

Mr. McLain. Mr. Poage, there is one comment I think you made 
inadvertently. I am sure you did not mean to say it but I think the 
record shows it. We have, of course a minimum allotment for peanuts. 
This in no way can affect the allotment or the amount that farmers are 
allowed to plant. 

Mr. Poace. But price support 

Mr. McLarty. Yes, but I am sure you did not mean it that way. 

Mr. Poace. I beg your pardon then if I said acreage. I realize it 
does not affect the acreage. We are going to have 1,610,000 acres 
regardless. 

Mr. McLarty. That is correct. 

Mr. Poace. But it will affect the level of price support. 

Mr. McLain. But again on the level of price support, if the figures, 
as Mr. Thigpen has pointed out, are not accurate, as of the beginning 
of the marketing year they will be reviewed and the farmer will get 
full advantage of whatever the figures show. 

Mr. Poacr. How can he get full advant: age when you have carried 
over that 50,000 tons? How can he get full advant age ? 

Mr. McLain. We are talking : about the point w hether the estimate 
of the figures was accurate or inaccurate. I am sure you are not 
saying 

Mr. Poace. I cannot see how it makes any difference how accurate 
the figures may be, how is he going to get any advantage out of the 
50,000 tons. That 50,000 tons is going to be there the first day of 
August, and you are going to count it as actual stock of peanuts 
because it will be actual stock of peanuts; whereas, if you did not 
carry that 50,000 tons, then your supply would be less and your sup- 
port price would be higher. Isn't that right ? 

Mr. McLain. Asa matter of policy I think that the peanut industry 
does not want to get into the position we were in back in 1954 where 
we imported substantial quantities of peanuts. 

Mr. Poace. That is all right to discuss the policy, but did I not make 
a correct statement, that if you did not have that 50,000 tons on the 











oo 


n 


0 


I 





ows +’ Ss CO 


8 


it 
aS 


he 


PEANUT PRICE SUPPORTS 25 


first day of August, wouldn’t your support price be higher than if 
you had it ¢ 
” Mr. McLarty. Certainly if you did not have any carryover—— 

Mr. Poace. Let’s do not slur it over, let’s get that in the record, too, 
that the existence of that 50,000 tons is going to affect the support price 
adversely. 

Mr. McLain. This is exactly why we laid this out cold turkey here, 
so you could see it. There is not any hidden mystery about that; that 
is a fact. Certaintly it is a fact. 

Mr. Poace. Now what does it cost to keep that 50,000 tons, what 
is the storage on that 50,000 tons? 

Mr. Tuicren. Oh, the carrying cost runs about $1.50 a month, 
including interest, which means about $75,000 a month. Ten months 
would be $750,000 I believe. 

Mr. Poace. And you could have sold that 50,000 tons before you 

made this announcement—of course I know you could not do it since 
then—for about $20 a ton more than you are going to sell it, couldn’t 
you! 
’ Mr. Tuieren. I doubt it very much, Congressman. We won’t know 
for sure until the months unfold themselves. The probability is we 
will get more by spreading the sales, but you cannot be sure of that. 
I am just talking about averages on this particular question. 

Mr. Poace. Well, certainly the price went down when you made 
this announcement, didn’t it? 

Mr. THicren. Not the price at which we sell the peanuts for oil and 
meal or export. 

Mr. PoaGr. No, I realize that, but the price of peanuts went down 
the day you offered this announced, didn’t it? 

Mr. McLarn. But as he points out, the value that we receive out of 
the peanuts, if we either exported them or converted them, is not 
affected by that. 

Mr. Tricpen. I am merely making a distinction between edible 
market and the oil-meal market, export market. 

Mr. Poace. Well now, there is one other question I want to ask you 
on another subject. 

You have suggested where we had a lower price that consumption 
went up. That is the basis of your reasoning for lowering the price, 
isn’t. it? 

Mr. McLatn. That is correct. 

Mr. Poacr. Now at what rate did our consumption go up in the last 
year or two? 

Mr. McLain. Peanuts for edible use? 

Mr. Poacr. Yes. It went up 4 or 5 percent, didn’t it? 

Mr. McLain. It went up more than that for 2 years, but not as 
rapidly in the current year. I do not believe the current year figure 
is shown by the chart. We had for 2 years almost a 7, around a 
(-percent increase. 

Mr. Poage. All right. Now during that same period of time how 
much did the price of peanuts go up in Canada? 

Mr. McLain. The price of peanuts in Canada fluctuated with the 
world price for peanuts, 

Mr. Poace. That is right, and consumption went up about 2 or 3 
percent, didn’t it? 
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Mr. McLatrn. The price of peanuts in Canada? 

Mr. Poace. I am sorry if I said “price”; I should be saying “con- 
sumption of peanuts.” I thought that was what I did say. Our 
consumption went up about twice as fast as Canadian, did it not? 

Mr. McLarn. I am not certain on that, Congressman. 

That can be furnished; we can furnish it for the record. 

(The data referred to is as follows:) 


COMPARISON OF PRICES AND CONSUMPTION OF PEANUTS IN UNITED STATES AND 
CANADA 


Canada—Imports (and assumed consumption) of shelled peanuts, 1950-58 calen- 
dar years (import data includes both shelled and unshelled, but unshelled is 
less than 1 percent of total) 


Average 
| Quantity Value Value | annual con- 
(thousand |, (thousand (cents per sumption 
pounds) | dollars) | pound) | per capita 
(pounds) 
encom cesta . a 65, 926 7, 861 11. 93 | 
ee sated : da ree Ess 57, 084 7, 151 12.53 |> 4.4 
5952 said md fn 59, 004 7,127 12.08 || 
1953__- ; ; 62, 013 7, 028 11. 33 
1954. .__- a ee ee ee ee 66, 899 8, 323 12. 44 | 4.4 
T955_.-. tena sie : : 72, 032 7, 798 10. 82 
nee Ess é hd 76, 557 7, 664 10. 01 | 
atin tn cniieme chiede wis 75, O10 7, 806 10. 41 | 4.6 
1968_... sac shia : . 172,177 7, 601 110 53 | 


1 §55-month January-November period. 


United States—Consumption and price of peanuts, 1950-58 crop years 





Food uses, | Price, farmers) Price, Shelled Consumption 
shelled basis | stock (cents No. 1 Vir- ver capita, 
(1,000 pounds)! per pound) | ginias (cents | shelled basis 

per pound) ! (pounds) 





680, 000 10. 90 18. 49 | 4.5 
701, 000 10. 40 21.00 4.6 
681, 000 10. 90 19. 62 | 4.4 
694, 000 | 11.10 20. 00 | 4.4 
679, 000 | 12. 20 | 25. 62 | 4.2 
676, 000 11.70 | 23. 95 | l 
735, 000 11. 20 18. 70 4.4 
| 765, 000 | 10. 40 | 20. 77 4.5 
| 2 795, 000 | 10. 60 | 316.75 | >. 66 





| 


! Illustrative of price of good quality shelled peanuts for edible purposes. 
2 Estimated on basis of 1958-59 marketing year through February. 
3 1958-59 marketing year through March 1959. 


Source: Oils and Peanut Division, CSS, Program Analysis Branch, Apr. 14, 1959. 


Mr. Poace. I wish you would, because it is my information that 
American consumption has gone up about twice as fast as Canadian 
consumption, and with a good deal lower price, as you have just 
pointed out, in Canada than the United States. 

Now, if you find that I am correct on that statement, will you also 
offer us an explanation why that happened ? 

Mr. McLarn. We will be glad to. I can say this, of course: There 
are many factors that enter into consumption patterns other than 
price. We are not saying the price is the only one, Congressman 
Poage. That is obvious to everyone, and I am sure it is to you. 

But certainly, everything else being equal, price does have some- 
thing to do with the utilization of most of our products domestically. 
There is not any question about it. 
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Also it has something to do with whether synthetic products are 
used. There is not any question about that. I think that is the 
thing that the peanut people, looking at the long pull, ought to con- 
sider, because peanuts are a real good product. 

I am personally prejudiced in favor of them; I like them. How- 
ever, I get a little fed up, myself, when you go in to buy a dime 
package and you cannot find enough to even wet your whistle. 

Mr. Poacr. Mr. McLain, I cannot accept that statement: I mean, 
I just disagree with you on that statement. I do not think the 
farmer’s price reflects anything substantial in the consumption of 
pee eal in the United States or of any other farm products that I 
know of. 

I know that when wheat sold for $2.25, bread sold for 13 cents; I 
know with wheat at $1.80, bread is bringing 19 cents. I know that 
the consumption of bread did not increase as the price of wheat went 
down, and I do not believe that the consumption of peanuts increases 
when you drive the farmer’s price down. The farmer’s price has 
gone down and peanut butter has gone up on the store shelves. 

Now, it is that retail price that influences the consumer, and not 
the farmer’s price. 

Mr. McLarn. I am talking about the retail price. 

Mr. Poage. No, we are talking about the. farmer’s price here now, 
because this is the farmer’s price that we are interested in. 

Mr. McLain. You cannot talk about one without the other; you 
have to talk about both. 

Mr. Poace. You would not tell me that the price of bread bears 
any relation to the price of wheat, would you? 

Mr. McLain. Well, now, of course, Mr. Poage, bread—— 

Mr. Poace. Will you tell me that ? 

Mr. McLatn. The percentage of the 20-cent loaf of bread, that 
consists of wheat is small. Let us take an item hke—— 

Mr. Poage. It is about 3 cents, between 2.5 and 3 cents. 

Mr. McLatrn. Let us take pork, turkey 

Mr. Poacer. Let us take peanuts, Mr. McLain. 

Mr. McLarn. All right, I will take peanuts, because that is what 
we are talking about. 

Mr. Poacr. Yes, let’s take peanuts. 

Mr. McLarn. I will say any of them, if the price over a period of 
time is lower, it cannot help but stimulate consumption. This is just 
an economic fact of life. 

Mr. Poacr. Well, now, let’s see if it does. You have not stimulated 
consumption by getting prices lower in Canada than in the United 
States. Now, let us see if we can see something about these prices. 

The price of peanuts has not been going up, has it? 

Mr. McLarty. Are you talking again at the farm? 

Mr. Poace. I am talking about on the farm. The price to farmers 
has not been going up, has it? 

Mr. McLatn. No, it has gone down. 

Mr. Poage. That is ak oy it has been going down. What about 
= price of peanut butter? It averages 54 cents right now, doesn’t 
1 





Mr. McLain. Of course, this chart indicates what is happening to 
consumption, Mr. Poage, and that is the thing that we have to look 
at. We have to look at what the overall consumption is. 
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:Mry Poace. You are telling me, though, there is a direct relation- 
ship between what the farmer gets and what the consumer pays, and 
I am asking you what the price of peanut butter is today and what 
it was a year ago. 

_ Mr. McLatrn. We use Skippy all the time. I cannot tell you what 
it 1s. 

Mr. Poacr. You do know the price of peanut butter has gone up} 

Mr. McLain. I know that labor costs and other things are factors 
in what happened in a lot of food items. That is one of the problems 
that we have facing us. 

Mr. Poace. Sure, that is the problem, but the fact remains, the 
price of peanut butter is higher than it was when the price of peanuts 
was a good deal higher than today. 

Mr. McLain. And if the price of peanuts had been a good bit 
higher, peanut butter would have been a good bit higher, too, because 
these other costs that are put in that you and I cannot do very much 
about, even though we would like to—— 

Mr. Poage. I understand there are a great many other costs in there. 
I understand when peanut butter sells for 54 cents, the farmer does not 
get 54 cents for his peanuts. I understand that fully well. All I 
am saying is that you told us there was a direct relationship between 
what the consumer paid and what the farmer received, and I am 
suggesting that the consumers pay more for peanut butter today than 
when the farmer was selling his peanuts a great deal higher than he 
is selling them now. 

Mr. McLain. If you want to ignore all other factors, Mr. Poage, 
and not be fair and recognize them, the other factors that enter into 
the cost of production and the kind 

Mr. Poace. Certainly I recognize they enter into the cost-—— 

Mr. McLarn. If you do that, then you have to relate this to what 
the price would be if the price of the raw product went on up. That 
is the thing you have to do. 

Mr. Poace. Mr. McLain, the only point here is that when somebody 
else adds to the cost of a food product, then it is always taken out of 
what the farmer gets for what he sells, and simply results in giving 
that farmer a lower return. 

Mr. McLain. Maybe this is one you ought to work on a little. 

Mr. Poacge. It certainly is, and that is just exactly what I am trying 
to do right now, this morning, with you, as the Assistant Secretary 
of Agriculture, to work on you to try to see that instead of taking 
some more out of that farmer’s hide, that we try to stabilize that 
farmer’s income. That is exactly what I want the Department of 
Agriculture to do. Then let these labor folks, let these business peo- 
ple take care of the other phase of it. You and I have a responsibility 
to the farmer, to the producer, and I am going to try to meet it. 

Mr. McLarty. I am, too, Mr. Poage, and I ean say to you that one 
of the best ways not to meet it is to continually do some of the things 
we have been doing for the past 20 years. That is what I am saying 
to you. 

Mr. Poacr. Well, we were eating cheaper, we were eating a good 
deal cheaper, when we were supporting all farm commodities at 90 


percent parity than we are today. 
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The public has not gained anything by destroying farm imcome; 
the taxpayer has not gained anything; and you have not reduced the 
surpluses by lowering support prices. You have not achieved one 
single result that you promised us, Mr. McLain. 

You promised us to give the public cheaper food; the public does 
not get cheaper food. You promised us to reduce the cost to the tax- 
payer; the taxpayer is paying three times as much as he was. You 
promised to reduce surpluses; we have four times the surpluses we had 
and the farmer is getting less mcome. 

Mr. McLatrn. If we went to war, that might help certain things 
and it might satisfy some people to correct the situation. We do not 
feel that is the way to do it.. That is what did correct it a couple of 
times in the past 20 years. 

Mr. McMirxan. Mr. Pilcher. 

Mr. Pricuer. Mr. McLain, on page 7 of your statement, ‘you state: 

This level of $193.50 may not be reduced, but it may be increased at the begin- 
ning of the marketing year, August 1, 1959 * * *. 

Now, will you do away with the word “may” and put the word “will” 
there if on August 1 you find out that you are not going to make this 
$20,000 ? 

There is a lot of difference in “we may” and “we will”. 

Mr. McLain. The law is very simple in this respect, and we certainly 
will. There is no intention to do anything but that. 

Mr. Pitcuer. In other words, we can tell the peanut farmer on 
August 1 

Mr. McLain. You can put a “will” in there. 

Mr. Pivcner (continuing). If your records show that we are not 
going to produce 820,000 tons of peanuts, whatever tonnage is below 
that, the support price will increase in the same percentage as you 
base these figures on ? 

Mr. McLain. Well, now, let us take the whole table. We are talk- 
ing about the whole table. The recalculation of this whole table will 
be made at the time the law specifies it. 

Mr. Pircuer. Well, you are basing the support price on the 820,000 
tons of peanuts in 1959, and you get your estimates about August 1. If 
you find out that they are not going to produce that many tons, will 
you raise the support price 

Mr. McLarty. Again, let me answer the question fairly and honestly 
to you: 

We will recalculate this whole table as honestly as the figures at that 
time show, and whatever that shows, that is what the support rate 
will be. It will not only be this one factor, it will be all the factors. 
That is the point I want to make. 

Mr. Pircner. Now following up what Mr. Poage said, if the farmer 
gave away every single item that he produced, he did not get one 
penny for it, how much would that reduce the housewife’s cost in 
Washington, D.C. ? 

Mr. McLarty. Well, I do not like to answer such a hypothetical 
question because there isn’t anyone that I know 

Mr. Prucner. I am basing it on any commodity you want to. Take 
a5-cent package of peanuts. 

Mr. McLarn. There are some items, obviously, where if the food 
was given away it would be much cheaper. There are other items 














30 PEANUT PRICE SUPPORTS 


like wheat, for instance, where a 20-cent loaf of bread only contains 
3. conte worth of wheat. Tf you gave the wheat away, it would not 
change it but that much. 

Mr. Prcuer. How about this shirt I am wearing: 

Mr, McLain. ‘Not too-much, but there are many items that would 
change materially. Eggs and butter and many of the items that are 
staple items in our diet. 

Mr. Pucuer. Let me ask you this question. Now you may have a 
reason for it, but if all of this cost of the peanut program is charged 
up to the farmer, why is it necessary if, I think, the largest peanut- 
producing county in the United States is right in the extreme south- 
west part of Georgia, to pay shellers down there probably $25 a ton, 
shell No. 2 peanuts, and ship them clear to Chattanooga, Tenn., 350 
miles, put them in cold storage, and then have to ship them back 
another 250 miles to an oi] mill—the closest one, I think, just running 
through my head, is Macon Ga.—to have them crushed when they 
could be shelled and crushed at lots of places within the same town 
or within 40 or 50 miles? 

Mr. McLarn. I think Mr. Thigpen would be—— 

Mr. Tuicren. I believe, C REG Penne the peanuts are being shelled 
there in the Southeast at less than $25 per ton, whatever the figure— 

Mr. Pivcuer. Say $20, I do not care. 

Mr. Tutcren. Whatever the payment for shelling. Then the No, 1 
peanuts are being moved to cold storage, some of them, as you say, 
going to Chattanooga. 

Mr. Prrcuer. No, No. 2? 

Mr. Tuicren. The No. 2’s and the oil stock, pick-outs, we are just 
selling as we get them. They are not being shipped to cold storage. 
The No. 2’s, some of which have gone to cold storage, and we have 
tried to hold those closer to the crushing plant 

Mr. Pucuer. Why is it necessary to shell them and put them in 
cold storage now? ‘Why couldn’t they stay until you get ready to 
put them in oil? Why is all this transportation necessary ? 

Mr. Tuieren. Well a part of the peanuts probably will go later, 
the No. 1’s, for export to Canada, and we get the competition of the 
Canada market for edible use and domestic market for oil, and we get 
a higher average return in total in that way. The other factor of 
course which whips anyone in the handling of farmers’ stock peanuts 
in storage through the hot months is the insect question. We are 
carrying some peanuts by special insect control methods in farmers 
stock form into the summer. But they are ones which we hope to 
divert, not carry very long. It is just a question of protecting the 
inventory under the pattern that we are following. 

Mr. Prvcuer. Now, Mr. McLain, in Mr. Duncan’s statement here 
he shows that it costs $95 an acre to produce peanuts. Do you believe 
that the small farmer should have to produce peanuts at the low cost ? 

Mr. McLarn. In the first place, I do not think anyone ought to have 
to produce below cost a product that can be consumed. I think there 
is some uestion whether a government ought to promote programs— 
I am not talking only of peanuts now —that in order to guarantee any 
individual cost of production that the product end up in Government 
hands. I doubt the wisdom, over a long time, of that going on. We 
have had a lot of it going on, and there are a lot of people getting fed 
up with it. 








RR T_T LS me 











= Ss 


_— Nes 


re 


ve 
ve 
re 
1V 


nt 


y 


acd 


oo 


~~ 


PEANUT PRICE SUPPORTS 31 


I have worked closely with cost-of-production — in many areas, 
particularly in the Midwest, and when you talk about cost of produc- 
tion—I certainly do not want to indicate that Mr. Duncan’s figures are 
not accurate because I have no reason to doubt them. 

Mr. Piurcuer. Here is-what Iam trying.to-get at. There is.no 
animosity, but aren’t we—take in my section, the same section, this 
peanut section down there. We are throwing a monkey wrench into 
the corn producer of the Middle West because, you take me for ex- 
ample, I am farm supply man down there, and I told any number of 
peanut farmers last fall not to plant the first acre of pee but to 
plant it in corn because our section of the country is developing into 
acorn area. I would rather finance any farmer to grow corn at $1 a 
bushel or 90 cents a bushel than to produce peanuts at $193.50 a ton. 
And we are helping to creute a problem for the corn farmer in the 
Midwest by forcing the little peanut farmer out in the Southeast. 

Mr. McLary. Well of course you are in a position in your area to 
know what peanut farmers are going to do. It is Mr. Thigpen’s 
feeling, and I share it, that peanuts will be produced this year without 
much trouble if the weather is al] right. 

Mr. Pitcner. They have no alternative. Because if he has his land 
and equipment, he has to plant the crops that he is going to producee— 
even if he produces them at a loss. He cannot help himself. 

Mr. McLatn. One of the areas, of course, we all ought to be inter- 
ested in, and we try to say this in our statement here—this is not only 
true of peanuts, but it is true of tobacco and several other commodities 
that are grown in your part of the country—what we need to do is a 
better job of getting production costs down. And we are moving in 
that direction pretty rapidly here with new techniques. And of course 
this is part of the solution to the problem that we all ought to be work- 
ing on. 

Mr. Pincuer. Well now, you take Mr. Duncan’s figure here, and this 
is straight-out mechanization. There is not but one piece of labor on 
this thing, and that is that hoeing. And if we had to go over that, if 
we ever get chemicals we can go over and kill the grass. But this is 
every bit, the planting, the harvesting, and all of it is mechanical. In 
fact, if labor costs continue to rise, and the implement costs continue 
to rise; it'is going to cost him more instead of less. 

But let’s get back to one more question on this statement about Aug- 
ust 1. Taking into consideration the whole peanut problem, whether 
you are going to raise the price, what are you going to take into 
consideration ¢ 

Mr. McLain. We will recalculate this table as of August 1 as ac- 
curately as our statisticians can furnish the information, and what- 
ever we come out with, that will be the answer. 

Mr. Pitcuer. Can anything happen if we have peanuts in 1959 

_Mr. McLary. Many of these factors can be changed. The produc- 
tion factor, the consumption factor, the level of parity; there are 
factors here. That is why I answered your question 





several variable f 
the-way I did a little while ago. 
Mr. Pitcner. Will it not turn our farmers, if they are going to get 
any Increase regardless 
Mr. McLain. I would not do that because I think that would not 
be an accurate thing to say. The statement has been made here by 
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Mr. Duncan questioning the figures that were used. I think he was 
honest in questioning them. Again'I say to you that Mr. Thigpen 
and others from the Department who. calculated the figures did the 
best job as statisticians they knew how to do, and I know there is no 
reflection on their integrity in the process. 

Mr. Prwcuer. That is all. 

Mr. McMiuzan. Mr. Forrester. 

Mr. Forrester. Mr. Chairman, I do have a question or two, but I 
notice we have a member of the committee here and I would yield to 
him. : 

Mr. McMixan. Mr. Coad, do you have any questions / 

Mr. Coap. Thank you very kindly, Mr. Forrester. 

I have one question, and this relates not only to the specific com- 
modity of peanuts, but generally to all commodities of the CCC, and 
1 direct my question to Mr. McLain. 

You stated, did you not, that you have 50,000 tons of peanuts in a 
warehouse or in storage somewhere ¢ 

Mr. McLarn. Our inventory shows 50,000; CCC inventory shows 
that. Commercial storage of course, outside carryover is quite con- 
siderably in excess. You are just talking about—— 

Mr. Coan. Storage of 50,000 tons in commercial warehouses ? 

Mr. McLain. Do you want to indicate where it is, Mr. Thigpen ? 

Mr. Tuicren. It is stored in commercially owned warehouses: yes, 
sir, 

Mr. Coap. And you are paying, according to what you stated a 
minute ago, about $1.50 per ton per month, which includes interest? 

Mr. Tuigren. Actually that $1.50 includes interest and the actual 
storage per month will run around 65 cents on this concentrated 
storage. 

Mr. Coan. Commercial storage is 65 cents a ton per month ¢ 

Mr. Tuicren. Yes. Now the $1.50 might be a little bit high on 
that point. 

Mr. McLarn. What you are interested in is storage cost per month 4 

Mr. Coan. That is right. 

Mr. Tuieren. On this reconcentrated storage. Normally it is 85 
cents a month when we take it in—— 

Mr. Coap. Why the difference; why is it different from normal? 

Mr. Tricren. When we reconcentrate, carry the peanuts, we ne- 
gotiate the best rate we can and there is not as high a cost in han- 
dling them. 

Mr. Coap. The 65 cents then is negotiated ? 

Mr. Tuicren. Yes. 

Mr. Coan. It is put out on a per bid basis, is it ? 

Mr. Tuiceen. Actually we do not get the storage on a competitive 
bid basis, we negotiate the storage rates. 

Mr. Coap. It is directly negotiated ? 

Mr. Tuicren. Yes, sir. 

Mr. Coap. Not with several 

Mr. Tuicren. With all of those that we want to use. 

Mr. Coan. Is there any aspect of law that prohibits a per bid basis 
on storage ? 

Mr. Tuigren. No, sir. 
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Mr. Coan. Is there any aspect of law that prohibits a per bid basis 
on any commodity Commodity Credit Corporation holds? 

Mr. Tuteren. Not that I 

Mr. McLarn. No, I think there is not. 

Mr. Coan. All right, then, why isn’t the 16 cents a year per bushel 
for corn, and the same for wheat, and storage on peanuts—why i is it 
not placed on a competitive bid basis ¢ 

Mr. McLarty. Well now are we talking about peanuts or are we 
talking about—— 

Mr. Coap. I am talking about all of them. 

Mr. McLarn. In the first. place, let’s be sure when we talk about 16 
cents for corn or wheat we are talking for the year and not on a 
monthly basis. 

Mr. Coap. That is right. 

Mr. McLain. I am sure if you check with the cooperative people 
in your own State, that you would find that to suggest to them that 
we negotiate on a bid basis for storage facilities that they would po- 
litely tell you they would not have anything to do with the program. 

Mr. Coap. I have not understood that at all because I have talked 
to some of the commercial warehousemen. They said why certainly 
the bid would be lower than it is right now, and yet the farmer is 
bearing the brunt of an excessive storage cost which is being charged 
off to them as income subsidies and everything else. 

Mr. McLain. Wait a ininute— 

Mr. Coan. I think it is an unfair presentation to the American 
people. 

Mr. McLain. Let’s wait a minute there. If the storage rate on 
corn were lowered—I clo not agree with all that you have said here, 
but certainly I agree with your right to say it, as you would agree 
with the right for me to say what ‘Tam saying. But if the rate on 
corn storage were dropped, the rate the bivebe would get for reseal- 
ing his grain would drop correspondingly, because we carry our rates 
for resealing both with corn and wheat and all small grains on the 
same basis as we carry the commercial warehousemen. 

Mr. Coap. I have not suggested that the same basis would have to 
apply to the farmer at all. 

Mr. McLain. Well, you are saying the farmer ought to get one rate, 
and if we could store it in a commercial 

Mr. Coap. I did not say anything, I am just asking questions here. 

Mr. McLain. I was not sure. You were saying several things, and 
[ just did not agree with al] of them: I want to be sure we had the 
record straight. 

Mr. Coan. I am just saying that having all this charged off to the 
farmer asa subsidy is wrong. That is what I said. 

Mr. McLain. Well, now, Mr. Coad, again let’s look at the record. 
We have said that we do not charge it to the American farmer. We 
are very careful in the statements that we make to show that the ware- 
houseman gets this storage payment. We are very much aware, first 
of all, that we have the responsibility of seeing that the farmer has a 
place to put his grain’and peanuts, too, in order to get price support. 

If..we did. not do that. we would just get really clobbered. And 
for you to say, or anyone else to say, that “the uniform grain storage 
agreement could be on a negotiated bid basis is just contrary to the 
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opinion of anyone in the cooperative field or the old line field in the | 
grain handling business that I know of. 

And I say this further, if it were done that way we would have 
farmers in lowa this fall wanting to know where they were going to 
put their grain in order to get a loan. And we do not want to bea 
party to that. 

Mr. Coap. Now let me ask you this; you have surveyed the field 
and found out that absolutely no one would want to enter into the 
storage of grain on a competitive bid basis; is that right? 

Mr. McLarn. Oh, no; I did not say that. I just said that we had | ‘ 
the problem of warehousing this grain that we take over, and also! 
furnishing storage for farmers that want to bring it in and put it 
under warehouse loan. 

If we followed this policy, the storage would not be there, we would 
have to start buying Sins That is what I am saying to you. This 
I know from the hard way. If you do a little checking you will find 
it out yourself. 

Mr. Coap. You are saying that no commercial interest would be 
interested in bidding on it ? 

Mr. McLain. I did not say that. We have a few isolated people 
that might have a warehouse that was out of line, and they would be 
tickled to death maybe to bid a little under the uniform grain storage 
agreement rate in order to have that house filled up. 

I am not saying that you could not find isolated individuals. But | 
we do not store this grain with isolated individuals, we have to take 
care of the problem 

Mr. Coap. In the peanuts, you have negotiated this contract, this), 
is an isolated instance—— 

Mr. McLarty. Well I am confining my remarks in what I have said 
here to grain which, of course, it a mammoth problem compared to 
the peanut problem. And I think Mr. Thigpen ought to reply fur- 
ther on the peanut problem. 

Mr. Tutcren. Congressman, you hit some administrative questions 
which bother you on these operations. 

As to peanuts, which is a smal] item as against some of these other 
things, I think administratively we could get storage for peanuts ona 
competitive bid basis, but I think that the net effect of it would be 
some increase in the amount we pay for storage. Now that is just 
my judgment as to the administrative problem. I know enough about 
the operations, and I think some of the people from the peanut area 
know enough about the operations, to know that we managed to get 
this storage by the people who are in the business, not because they 
wanted so much as such, but because they tie it in with the rest of 
what they do, and we get a pretty good rate on it. 

Now my judgment may be wrong in this case, but I think it is 
right. . 

‘Of course our problem of negotiating the contracts by bid would be 
a little bit more complicated than the other, but I think the cost would —g 
be increased some. I notice the Congressman from Georgia, who is 
familiar with the situation, I believe, agrees with my appraisal of it. 

Mr. Coap. What I wanted to determine was whether or not you had 
gone into this subject ? tl 
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Mr. McLarn. Mr. Coad, this has been an old, old story with grain. 
I have been in on the renegotiation of two uniform grain sto 
contracts, and I was close to those that were renegotiated before I 
was in Washington. And in the warehousing industry, with grain, 
if you start talking in these terms, in my judgment we would own 3 
billion bushels of bin space today instead of 1, at probably a higher 


This has been gone into, and I have the same feeling as you, that we 
ought to keep the cost down as much as we can. And you have to 
remember that when these people go out and build a peanut ware- 
house, or any other kind of a warehouse, wheat or grain, we do not 
guarantee we will put anything in it. 

There is no guarantee that we will put anything in it. And when- 
ever the stocks go down, we just pull the stuff out, and they sit there 
holding the bag. This is the way it ought to be, this is free enterprise. 

We do not agree to leave grain in there. There is no guarantee. 
This is the thing that a lot of people just completely do not under- 
stand. 

If you are going to get capital to move in and build storage to take 
care of these commodities so farmers can get price supports there has 
to be some incentive for them to do it. This is the way our whole 
system in this country is operated. And we are for getting it as chea 
as we can, and if you want it done in some other manner we wi 
certainly be willing to listen to however you suggest it. 

Mr. Coan. Well, I want to talk with you later about it. I know our 
time is getting very short here, but I think there are more aspects of 
this I would like to go over with you. 

Mr. McLain. All right; I will be glad to talk to you. 

Mr. Coan. Thank you. 

Mr. McMitian. At this point in the record I would like to ask 
unanimous consent that Mr. Grant and Mr. Sikes be permitted to 
submit statements in the record, and also to include a letter from the 
Southwestern Peanut Shellers Association, of Dallas, Tex. 

(The data referred to is as follows :) 


STATEMENT OF Hon, GreorGe M. GRANT OF ALABAMA 


I appreciate the fact that an effort is being made by the Department of Agri- 
culture to reduce support levels on a good many commodities; however, at the 
same time this should not be too drastic. 

While it is true that the Secretary has acted within the bounds of authority 
given him by law in reducing the support levels as announced on March 4, he 
certainly should not have used the estimated figures in justification of the an- 
nounced support level. The support level as announced by him is the minimum 
under existing laws. ' 

I believe that something above the minimum would be more realistic. I do 
hope that it will be possible to take another look at this situation and that 
upon further study it will be possible to announce a higher support level. 





STATEMENT BY CONGRESSMAN Bos SIKES BEFORE THE PEANUT SUBCOMMITTEE OF 
THE House COMMITTEE ON AGRICULTURE 


Mr. Chairman, I realize the subject of price support of peanuts has been 
covered in detail by some of my distinguished colleagues in the House and by 
the representaives of the Georgia Farm Bureau. Therefore, I shall not attempt 
to go into detail on this matter, but I do not want to express my very strong 
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opposition to the cut. in price support which has been proposed by Secretary of 
Agriculture Benson. 

Our peanut farmers of today are finding it increasingly difficult to realize 
any appreciable returns on their crops with the cost of production steadily in- 
creasing each year. In providing agricultural programs for the good of the 
farmer, I am confident it was not the intent of Congress that farmers should 
continuously pay more for the items they purchase and at the same time take 
less for the products they sell. 

Mr. Chairma”. in making his estimations of the 1959 production of peanuts, I 
feel that the Secretary, whose responsibility it is to work for the protection and 
betterment of our farmers and their programs, has neglected to consider the 
farmer’s circumstances. In studying the production of peanuts one can readily 
see that there is no consistency in one year compared to another, either in yields 
per acre or total production. 

I fully agree with earlier statements that farmers are in no position income- 
wise or otherwise able to sit idly by and let someone, not connected with pro- 
duction of peanuts, determine their income just because they think it might rain, 

If the price support recommended by the Secretary on March 4, 1959, is ap- 
proved, this reduction from 80.8 percent of parity to 75 percent will mean a loss 
of $16 million to our peanut farmers in the United States. This, they simply 
eannot afford. If it is the intention of Mr. Benson and his associates to starve 
out the peanut farmers, this is the proper approach. If they are interested in 
using the programs authorized by law to assist the farmers of the Nation, and 
I consider this to be their responsibility, they should forthwith drop the plans 
for a ent in price supports. 

If we are unable to secure proper assurances from Mr. Benson’s office, then 
I sincerely hope the distinguished members of this subcommittee will take 
prompt and active steps to utilize whatever legislative means are available to 
avoid the necessity for such a large loss by the peanut producers of the Nation. 
Any cut in the price support for peanuts will drive many peanut farmers out of 
business of producing peanuts and seriously limit their ability to make a liveli- 
hood for themselves and their families. 

I appreciate your giving me the privilege of appearing before you and I hope 
that vour decision will be favorable for our peanut growers who need assistance 
at this time. 


SOUTHWESTERN PEANUT SHELLERS ASSOCTATION, 
Dallas, Tex., April 6, 1959. 
Hon. Joun L. McMILLAN, 
Chairman, Subcommittee on Peanuts, House Agriculture Committee, House of 
Representatives, Washington, D.C. 

DEAR Sir: Enclosed is a copy of a letter from the Southwestern Peanut Shell- 
ers Association to the Secretary of Agriculture protesting the sharp reduction 
in the support price announced by the Department on 1959 crop peanuts. 

We will appreciate this letter being presented at the hearing on this matter 
held by the subcommittee on peanuts and being made a part of the record at 
such hearing. 

Yours truly, 
SYDNEY C. REAGAN, General Counsel. 


APRIL 6, 1959. 
IIon. Ezra T. BENSON, 
Secretary of Agriculture, U.S. Department of Agriculture, Washington, D.C. 

DEAR Mr. Secretary: The members of our association at a meeting in Dallas 
on March 25, 1959, carefully considered the impact of the Department’s recent 
announcement that peanuts in 1959 will be supported at $193.50 per ton of farm- 
ers stock peanuts, which is only 75 percent of modernized parity. This repre- 
sents a reduction from $213.20 in 1958. Support has been reduced each year 
since 1955. 

Our members—who buy the peanuts from the farmers and who will pay lower 
prices as a result of your decision—urge you to reconsider your action. We 
urge that you immediately announce a higher minimum support. We feel that 
you have gone too far. We wish to submit for your consideration some of the 
major reasons for our position. . 
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1. Peanut farmers are people who have certain: finaneial ‘requirements that 
must be met if they are to live at even minimum levels:, Your action is pushing 
them to the brink of financial disaster—and will push some of them over the 
brink. They are caught in a vicious price-cost squeeze. 

2. The price support on peanuts has been reduced from $244.80 per ton of 
farmers stock peanuts in 1954 to $193.50 in 1959. This is-the result of a com- 
bination of the movement from old to modernized parity and of a reduction in 
the level of suppport in relation to parity. Modernized parity was about 20 per- 
cent lower than old parity. In addition, in 1954 support was at about 90 percent 
of old parity whereas in 1959 support is at only 75 percent of modernized parity. 

The loan to farmers, if last year’s methods are followed by the Department, 
will be about $9 below support—or about $184.50. 

3. While the price support received by farmers was decreasing by over $50 a 
ton, the prices being paid by farmers were increasing. 

4. Studies made by your Department and others, covering many years of 
pricing experience have indicated that the demand for peanuts for edible uses 
is inelastic. That is, as prices fall there is a less than proportionate inerease in 
the quantity purchased. Consequently while some more peanuts will be sold at 
the lower prices that will prevail in 1959 as a result of your decision, total 
farm income from peanuts moving into the domestic edible market will decrease 
and net farm income will decrease even more, 

5. Your decision was made in the face of the determined efforts of all segments 
of the peanut industry to help themselves through increasing the demand for 
peanuts and through increasing research. Growers in Alabama, Georgia, North 
Carolina, and Virginia are paying assessments up to $1 on each ton of peanuts 
that. they market; this money goes into a fund for promotion and research on 
peanuts. The growers in Oklahoma and Texas are now working to get similar 
legislation enacted in each of those States. 

6. The efforts of the Department have been directed to depressing the price 
received by peanut growers. In 1957 and 1958 the Department had peanuts 
shelled out and carried in the Government inventory for the purpose of increasing 
the supply and thereby depressing the level of support to growers. When 
these peanuts had been carried past the date when the reduced support was 
established, they were then diverted. These actions greatly increased the 
processing and storage costs to the Government. 

Some of the shelled peanuts carried by the Government and counted in 
determining the supply were oil stock peanuts and were clearly unfit for 
human consumption. This was well known by the Government. Furthermore. 
costs to the Government were further increased by storing some of these 
clearly inedible peanuts in expensive cold storage. 

The Department is now busily engaged in shelling peanuts and placing them 
in expensive cold storage in order to have a sufficient supply estimated on 
August 1, 1959, to hold to the low price support already announced. We under- 
stand. that about 45,000 tons of farmer stock equivalent will be shelled and 
placed in cold storage and another 10,000 tons will be held in dry storage as 
farmers stocks. 

Based on the above considerations, we urge that you immediately announce 
an increase in the 1959 price support on peanuts. 

Very truly yours, 
SOUTHWESTERN PEANUT SHELLERS ASSOCIATION, 
SYDNEY C. REAGAN, General Counsel. 

Mr. McMitian. Mr. Hagen? 

Mr. Hacen. I would like to ask a couple of questions. 

I notice in your statement referring to the cost, on page 5, you have 
a very specific figure as to the administrative cost of the allotment 
and quota portion of the program amounting to around $2 million 
annually. I wonder if you could submit similar figures for all other 
supported crops ¢ 

Mr. McLain. Yes; our budget requires that this be broken down 
by commodities. It would be a little work, Mr..Hagen, but if you 
want it we would be glad to furnish it. 
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Mr. Hacen. Because we often hear the statement made that on X 
crop a profit was made, and I am not sure they include these adminis. 
trative costs. 

Mr. McLain. Well, we have to account before the Appropriations 
Committee for the funds that are used for these various programs. 

Now you understand all this committeee does, when you have a 
county committee out here and county office manager, they have to 
break their time down. This is not 100 percent accurate, but it is ag 
near accurate as we can keep it. 

Mr. Hagen. I wonder if at this point you could submit for the 
record figures on all the price support crops—— 

Mr. McLain. You mean just oe 1 year? 

Mr. Hacen. Annual cost ? 

Mr. McLarn. Well, I am trying to get the period of time. You 
mean for—you see, this period was for—how long? 

Mr. Hacen. Thesame period. 

Mr. McLain. Thesame period. Yes; that could be done. 


(The matter referred to is as follows :) 


Comparison of marketing quota costs for basic commodities, 1952-58 


Average per 
year, 1952-58 
(million doUara) 


a te al alld ald nce aie catlibie keeino ete dhaaones ‘acphenaltaigh *5.7 

I rls caer ern ieee htt ins bakes ne pate be iti nas cniitlcbas eh miablscneddiei dade a 7.9 

i a i ae ae alte 5 ciddlacnialieeidiabbinah widiebiaks a geckbipieeast Aides Sila 6 

a a as. il ts ans rin nia aeieeia imate akidceeh 1.2 

Re heats eee ible ons cect Ole celia atin dah bie wabueauledals bb ehiwkd *9.7 

a Nit atk ila allie tenis ie a neg bans inka delta a Nedaidihds cee an 1.9 
15-year average. 24-year average. * 6-year average. 


Mr. Hagen. In connection with peanuts, are there any peanut grow- 
ers who grow peanuts primarily for oil ? 

Mr. McLain. Do you want to answer that, Mr. Thigpen? 

Mr. Tuicren. Not at the present time, Congressman. Not in the 
United States. 

In the world generally they are grown for oil. 

Mr. Hacen. The only operator who has peanuts for oil now is 
Uncle Sam, is that right ? 

Mr. Tuicren. We take the farmers’ surplus stock. Now, normally 
out of the commercial milling operation there are some low-quality 
peanuts which are crushed for oil. 

Mr. McLarty. We are the big supplier, though, and we have been 
for a good many years. 

Mr. Hagen. On this support program, do you have an oil peanut 
support price, or do all these peanuts that go into oil get the edible 
peanut support price ? 

Mr. McLarn. We have one price support. Of course, it varies by 
areas and by qualities, but the answer is we just have the one support 
rate. 

Mr. Hacen. And at that support level—there will be no peanuts 
going into oil through private marketing, the oil manufacturer has to 
pay a support price on the lowest grade, is that correct? 
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Mr. Tuicren. Only a very limited quantity with certain special 

uses. Literally none would be right, but it would be a very small 
uantity. 

i. Mr. Hicew. Well, in that connection, I notice on chart 2, of course, 

you do not include oil in these bars, but the maximum consumption 

of tons there indicated is under 400,000 tons. Now what I am leading 

up to is that this minimum acreage will produce a surplus each year. 

Even assuming this other gentleman’s figures-as to averages would 
include your 1954, that amount of acreage is inevitably going to pro- 
duce a surplus each year, isn’t it? 

Mr. Tuicren. I believe, Congressman, the chart is misleading. I 
would like to have Mr. Mace correct me if I am wrong, but I believe 
that is the shelled weight, whereas the other figures we have been us- 
ing are what we call the farmers’ stock weight with the hulls on it. 

r. McLain. I think the answer to your question is, though, as I 
said in the testimony here, over the period of time here, going back 

uite a way, we have had in the neighborhood of 14 percent in excess 
that had to be diverted. That is correct, isn’t it, Jim, approximately ? 

Mr. Tuieren. That is correct, sir. 

Mr. McLarn. And that varies by years a little, but that of course 
has to be used, either to go into the world market at world prices, 
which are about half what ours are, or diverted in our diversion 

rogram. 
: r. Hacen. It is a reasonable statement to make that this minimum 
acreage, by any reasonable set of figures, will produce a surplus 
annually, isn’t that correct ? 

Mr. McLain. I think the current yield ; that is right. 

Mr. Hacen. The only place there is a market at the current price 
is with the Government, is that right ? 

Mr. McLain. You mean surplus of peanuts that would be used 
other than in these other manners—that is what your question is? 

Mr. Hacen. Yes. 

Mr. McLa1n. Well, most of our minimum allotments, Mr. Hagen, 
have been set not too high. But from the standpoint of prices for 
the market to absorb, the offtake at that price, of course, has been 
plenty high. 

Mr. Hacen. This is very interesting because apparently, in respect 
to peanuts, they have established the Government supported diversion 
program, whereas taking the case of raisins, the growers themselves 
support the diversion program, and they have a surplus of raisins 
every year. 

But through diversion and government payment they dispose of the 
surplus themselves. 

r. McLarty. That is correct. That is why, in our judgment, and 
this is shared by some responsible people in the peanut industry, 
may I say, we feel that peanuts over the long pull would be much 
better off if they followed this same pattern as the raisin industry 
and a good many other very successful industries. 

Mr. Hagen. That is all the questions I have. 

Mr. Ansrrr (presiding). Mr. Forrester. 

Mr. Forrester. Thank you, Mr. Chairman. 

I want to say to Mr. McLain and Mr. Thigpen, I think probably 
Mr. McLain made the statement—anyway, I want to join in with him 
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on it, if I am correct that he is the one, who said that his Department 
had never made any objections, or ever made any contentions, that 
peanuts should be taken from the six basic crops for price supports, 
That, I agree with, and I am glad to hear the gentleman say that. 

To the area where peanuts are an important food, oil is as important 
as other crops are to other areas of this country. 

Now, do I understand you, Mr. McLain, that that is the present 
position and feeling of the Department of Agriculture? 

Mr. McLain. We have never even insinuated that peanuts ought 
to be—of course we do not wrap as much sacredness around basics 
as a lot of people on the Hill do and other places because—well, there 
are a good many reasons why we do not. 

Mr. Forrester. I am glad to hear that. I am glad to know that 
the answer is that you do not contend they should not be on the six 
basic crops because, as was pointed out by the gentleman from Okla- 
homa, Mr. Albert, and others here today, and by my colleague from 
Georgia here, Mr. Pilcher, they are very important to the areas that 
these crops are being planted in. 

Mr. McLain. That is exactly right. 

Mr. Forrester. Now I know there is some controversy about what 
areas in this country most of the peanuts are planted i 

Mr. McLarty. That is the understatement of the morning, I would 
say. 

Mr. Forrester. Somehow or other I am inclined to believe that is 
the district I represent, the Third District of Georgia, and the dis- 
trict that is represented by Mr. Pilcher, the second district. That is 
about true, isn’t it, Jim, pretty close to being true? 

Mr. Tureren. I think that is right, Congressman. 

Mr. Forrester. Well, we certainly are interested in you people 
letting us stay in on the six basic support price programs provided 
we can make just a little bit of money. But I did understand clearly, 
when you were answering John Pilcher, Mr. McLain, that while there 
was no dispute about these figures of John Duncan, president of the 
Georgia Farm Bureau, and that while doubtless a farmer could not 
make any money at this support price level, that you are not trying 
to let the farmer make any money on production of peanuts or any- 
thing where there is excess, where there is no demand in the market 
place for all of the commodity as produced ? 

Mr. McLarty. Well now, you kind of lost me going around one 
corner. I am not sure that I understood your question exactly. 

Getting back to the cost figures Mr. Duncan presented, I would not 
want to challenge them because I have a lot of confidence in Mr. Dun- 
can. I just point out that cost-of-production figures do not mean 

very much because they have to be averages, and when you have aver- 
ages you have half the people that are above and half below. You 
have to be careful when you use cost-of-production figures. 

Mr. Thigpen has said, and I concur in it from what I have been 
able to study of the problem, that there will be ample peanuts grown 
this year, acreagewise. Now as to whether the farmer that grows 
them is going to lose money, you come from an area and talk to the 
farmers that are actually producing, and certainly you would be in 
a better position to answer that than I or Mr. Thigpen would be. 
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I do not think that anything can be served in me trying to t' 
whether they will or will not, because I frankly do not know, and 
frankly do not believe that a lot of other people know, who are saying 
what they are saying, because an individual farmer’s own abilities 
and what he does is going to determine whether he gets his cost of 
production or whether he does not. . 

Mr. Forrester. Well now, I want to ask you to indulge me a little 
bit because I am not on this committee, and what I am asking you 1s 
most sincere because of the fact 

Mr. McLarn. I appreciate that. 

Mr. Forrester. Peanuts have suddenly become almost the lifeblood 
in a particular portion of the area which I represent. 

Mr. McLain. Yes. 

Mr. Forrester. Now I had also thought, and I may be wrong, that 
the policy, that these support price programs were for the purpose of 
seeing to it that the farmer did get a profit, that from his produce he 
received enough in the price when he sold it that he could pay for 
what it cost him to produce it and have a little something left over. 

Mr. McLatn. Well, you should read the basic legislation to see what 
all is involved in it. I think in general, certainly going back to the 
early 1930’s when the act was passed, the intent at that time of course 
was to put a reasonable floor under prices in order to permit orderly 
marketing. 

This is the concept that most people at that time had. It grew from 
that, of course, during the war time to a program that we used as an 
incentive to increase production, as you are well aware since you have 
been in Congress a good many years. Many times the level of the 
prices was above support because of the war demand. 

But the price supports were lifted in the Steagall amendment in or- 
der to be sure that farmers were given the incentive and other rights 
which other people had, which I think most everyone agreed to. 

Now our problem, of course, has been, since we are at peace and have 
been for 6 years, whether you can continue that kind of program with- 
out causing everyone a lot of trouble, including the farmer. This is 
the real basic question. 

Mr. Forrester. Am I correct now, and did I understand you cor- 
rectly, that this particular support price of $193.50, I believe, was not 
arrived at upon the premise it was trying to fix an amount where a—— 

Mr, McLarn. No, no. 

Mr. Forrester. Where a farmer working his crops properly, indus- 
triously, and so forth, would make a little profit ? 

Mr. McLarn. I do not think that was a specific that was written 
into the legislation. Again I say to you that the initial idea behind 
these programs, and I have been close to them ever since the beginning, 
was to put a reasonable floor under prices, not as a guaranteed pro- 
ren that would guarantee any farmer cost of production or anything 
else. 

I think that was the last thing in the world they were thinking of. 

Mr. Forrester. In other words, you gentlemen did not give that 
consideration in fixing this price ? ' 

Mr. McLarn. No. 

Mr. Forrester. Now in fixing this price $193.50 a ton, actually that 
means about $184, as a matter of fact ? 
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Mr. McLain. That iscorrect. With this $9 off, yes. 

Mr. Forrester. Just to enlighten me, and I realize this is not a good 
time for you to be educating me, but would you mind telling me just 
why it is that there is that $9 reduction, and does that apply to other 
farm commodities ? 

Mr. McLarn. Yes, it does apply to a good many other farm com- 
modities. The reason for it I think Mr. Thigpen, because he is an 
expert in peanuts, can answer better than I, so I will defer to him to 
answer the question. 

Mr. Tuicren. Congressman, I have had quite a bit of discussion 
around this question as to why the $9 is taken off of the support price, | 
and I am never able to satisfy the people who ask the question fully | 
by any answer or explanation that I can give and I am aware of 
that. 

The principle, as I understand it, which has been developed and ap- 
plied for a number of commodities on the price support operations over 
the years is about this: A farmer obtains a loan on a commodity. In 
the case of peanuts he obtains a loan which he could not obtain com- 
mercially. 

Those peanuts remain in storage for a period of time. There un- 
avoidably are some costs attached to the carrying of those peanuts in 
storage and their handling and so on, as there would be if the farmer 
were to obtain a commercial loan. 

And it is a deduction of a figure which covers a part of those costs | 
which is involved in the $9 and in the similar deduction on some of the | 
grains and other oil seeds. 

Now is anyone can give a better explanation of that I would like to 
hear it because I can never satisfy anyone fully, Marvin, by the ex- 
planation. 

Mr. McLain. I think that isa pretty good explanation. 

Mr. Forrester. There is another question I want to ask you, too, if 
you do not mind. 

I want toask you about a No. 2 shell peanut program. 

Mr. Thigpen, you happen to know I have had several complaints 
down in my district, particularly down around Ashburn and Syca- 
more. Now as I understand it, you are buying those peanuts from 
the commercial sheller, but you would not buy those peanuts from the | 
custom sheller—small custom feed shellers ? 

Mr. Tuicren. Well the whole purpose, Congressman, of the No. 
2 program—and there is a question about the soundness, the desira- 
bility as a matter of fact, and it is always a hard one to evaluate, to 
try to decide whether it is good—was to stop the flow into the com- 
mercial edible use of some of the No. 2 peanuts, and in the process to 
divert at a lower cost to the Government some of the surplus peanuts 
than the costs which would be incurred if the diversion were made 
of farmer stock only. 

We did not feel that applying the program to the small custom feed 
sheller would anak the objective of changing the flow into the 
commercial edible use to any extent, and it would have given us 
administrative problems which we did not feel we could satisfactorily 
handle, including in some instances questions as to whether the pea- 
nuts were eligible to move through the price support mechanism. 


~~ 
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Mr. Forrester. Now, Mr. Thigpen, I have a letter from Mr. Scon- 
yers, down at Sycamore, Ga., where he says you are paying some of 
those shellers, I believe, 15 cents a pound for peanuts, but what he 
would have to sell his for is 6 cents a pound. ; 

Mr. Tuicren. I understand the question and understand the cir- 
cumstances. I think his statement is correct. The peanuts which we 
would take at 15 cents, of course, would be peanuts with no damage and 
no fall through. That is very top quality No. 2 peanuts. 

The peanuts which he sells at 6 cents would contain the equivalent of 
the damage plus the cracked and oil stock peanuts, and they are sold 
at the oil market value. Now in some years he might be able to sell 
those peanuts for more if they were needed for edible use. 

This year there happens to be a large commercial holding with 
shellers, and when he sells he is going to have to move them for 
crushing into oil. And that is the difference. 

Mr. Forrester. Now I notice in your proposed legislation about 
peanuts, fixing the price of peanuts, you do not—you take the 3 
previous years for the basis. 

Mr. McLarty. This is one of the suggestions. It is one of two 
suggestions. 

Mr. Forrester. What that actually means is this, doesn’t it, that the 
price of peanuts is going down, down, down; that they have to go 
down every year ¢ 

Mr. McLain. No; I do not think so. Your statement is predicated 
on the fact that you are always going to have the loan rate determine 
what the market price is going to be, and in my judgment this is 
fallacious. It was never the intention of loan programs to begin with, 
that this be done. 

Loan programs, to begin with, were inaugurated with the idea of 
putting a floor under prices so you could have an orderly market, and 
they have developed into something quite different than that. 

This is why we have the problem, and this is why one of these days 
if we do not correct it someone is going to do something that won’t 
too good. This is why we have been trying to say for 6 years we 
ought to look at this fact, that putting this stuff in a Government 
warehouse is not any permanent solution to the problem. And we 
are finding that out with wheat today to the extent that no one ever 
dreamed of, and some of these days more people are going to under- 
stand that. 

Mr. Forrester. Thank you, Mr. Chairman. 

Mr. Assirr. Thank you. 

Congressman Fountain. 

Mr. Founrain. Mr. Chairman, I appreciate your notifying me of 
this hearing so that I might have an opportunity to be present. Prac- 
tically all of the basic questions oie I had in mind with respect 
to this very basic commodity, like tobacco in our particular area, have 
already been answered. There are just a couple of questions I would 
like to ask for information purposes. 

As I understand it, if your present estimates are correct and the 
factors do not change by August 1, so as to change the picture, the 
price peo on peanuts will be 75 percent? 

Mr. McLain. That is right. 

Mr. Fountain. That is as low as it can be, is it not? 
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Mr. McLain. That is correct, that is the legal minimum. 

Mr. Fountain. Do you agree with Mr. Duncan’s figures, that if the 
present estimates are correct and those factors do not change, and you 
do reduce the price support to 75 percent, that it will mean a drop of 
around 18,647,000 from 1958, based on 1958 production, to the 
farmers ? 

Mr. McLain. I have not—of course I did not hear Mr. Dunean’s 
statement until you heard it here, and again I say I have no reason 
to doubt Mr. Duncan’s statement if his premises are right: 

I would certainly like to look at the premises before I comment 
on it. 

Mr. Founratn. Mr. Forrester, from Georgia, asked you a question 
about this $9 deduction, with which I am familiar. 

In computing the cost of the peanut program to the Government, 
is this $9 taken from the farmers as cost of the program ? 

Mr. McLarty. Do you want to. answer that? 

Mr. Founratn. Do you take into account this $9 in sending out 
statistics with respect to the cost of programs? Are farmers given 
credit for that $9 ? 

Mr. Tuicren. The $9 is advanced and spent even though it is with- 
held from the farmer’s support, and in the end becomes a part of the 
operating cost on the program. And the total cost is figured against 
that. 

Mr. Founratn. But they do pay that $9 themselves ? 

Mr. Tuicren. It is withheld from the support; yes. 

Mr. Fountarn. Just one more question, Mr. Chairman, which is 
not directly related, but just for my information—you will recall 
back here during the freeze, and particularly down in my area, we 
had many problems concerning the inspection, grading of peanuts. 
How is that inspection program working at the present time? Do 
you think there will be any improvement in the current year? 

Mr. Tricren. I suppose in a way I should not speak on the sub- 
ject, but I will, if I may. 

The inspection of peanuts is a difficult job, and an area in which 
we are trying to find improvement. Other people in the Department 
who handle it are more familiar with it than I am, but the areas in 
which they are trying to find improvement run several ways. 

Basically there is urgent need for a better sample on bulk peanuts. 
If we can get an automatic sampling device we can get a better 
sample. That is the first step. 

The second step: There is need for a small sheller which will let 
them shell a larger sample. They have a splitter which will separate 
them once they are shelled, but you have to have a better sample, and 
to grade a larger sample in order to stabilize the grading. 

Now there has been found from study and work in this past year, an 
association between the percentage of moisture when the peanuts are 
delivered and the shrinkage in storage which explains a part of the 
trouble we have had in loss of value from time of receipt to time of 
movement out of storage. 

I hope over the next several years that the inspection of peanuts 
can be made much better. However, when you come to automatic 
samplers, that involves an investment in machinery, and when: you 
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come to switching to machine shelling instead of hand shelling you 
have to study and make sure that you are not completely wrong in 
shifting from one to the other. It takes time and it costs money. 

Mr. Founrarn. In other words, efforts are being made to improve 
the situation so you won’t—— 

Mr. Tuieren. Very strenuously. 

Mr. Fountain. So you won’t have happening what happened— 
for instance, a farmer took his peanuts to a number of places and got 
an offer anywhere from 3 to 11 to 12 cents a pound. 

Mr. Tuicren. Well, that I would say is a freak. Yes, efforts are 
made to stop it, and if you can get an automatic sampler, you can 
scotch even against that. 

But as long as the peanuts are in bags, like the 1957 crop, it is very 
hard to pin down and it takes an automatic sampling. 

Mr. Fountain. Thank you. 

Mr. Assirr. Thank you. 

We appreciate you and your associates coming and appearing before 
our committee. 

Is there anyone in the audience connected with the industry or trade 
who would like to be heard ¢ 

Mr. McLain. We appreciate the opportunity, Mr. Chairman. 

Mr. Assrrr. If there is no one else to be heard, the hearing will 
be adjourned. 

(Whereupon, at 12:20 p.m., the subcommittee adjourned, subject to 
call of the Chair.) 
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AMEND FEDERAL FARM LOAN ACT 


WEDNESDAY, APRIL 8, 1959 


House or REpresENTATIVES, 
SUBCOMMITTEE ON CONSERVATION AND CREDIT 


OF THE COMMITTEE ON AGRICULTURE, 
Washington, D.C. 


The subcommittee met, pursuant to notice, at 2:10 p.m. in room 
1310, New House Office Building, Hon. W. R. Poage (chairitian of 
the subcommittee), presiding. 

Present: Representatives Poage, Johnson of Wisconsin, Breeding, 
Stubblefield, McSween, McIntire, Short, and Pirnie. 

Also present : Representative Gathings. 

Christine S. Gallagher, clerk. 

Mr. Poacr (presiding). The subcommittee will please come to 
order. 

The subcommittee is met this afternoon to consider three bills, one 


by the chairman, H.R. 5740, and one by Mr. McIntire, H.R. 5979, and 
one by Mr. Hoeven, H.R. 5929 

I believe these three bills are identical 

(H.R. 5740, H.R. 5929, and H.R. 5979 are as follows:) 


[H.R. 5740, 86th Cong., 1st sess.] 


A BILL To amend the Federal Farm Loan Act to transfer responsibility for making 
appraisals from the Farm Credit Administration to the Federal land banks, and for other 
purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That this Act may be cited as the “Farm 
Credit Act of 1959”. 


TITLE I—FEDERAL LAND BANKS 


SEc. 101. Section 3 of the Federal Farm Loan Act, as amended, is amended— 
(a) by changing the paragraph thereof relating to the appointment of 
registrars, appraisers, and examiners (12 U.S.C. 656) to read: 

“The Farm Credit Administration shall appoint a farm loan registrar for 
each farm credit district to receive applications for issues of farm loan bonds 
and to perform such other services as are prescribed by this Act, and may 
appoint a deputy registrar who shall during the unavoidable absence or dis- 
ability of the registrar perform the duties of that office. It shall also appoint as 
many farm credit appfaisers and farm credit examiners as it shall deem neces- 
sary. Such farm loan registrars, deputy registrars, farm credit appraisers, 
and farm credit examiners shall have no connection with or interest in any 
institution, association, or partnership engaged in banking or in the business 
of making land mortgage loans or-selling land mortgages but they may perform 
such duties as are authorized by the Farm Credit Administration in connection 
with the business of the banks and associations it supervises: Provided, That 
this limitation shall not apply to persons employed by the Farm Credit Adminis- 
tration on a temporary basis.” ; 

(b) by deleting the paragraph thereof relating to the compensation of 
appraisers and inspectors (12 U.S.C. 658) ; 
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(c) by deleting the paragraph thereof relating to the employment of cer- 
tain personnel by the Farm Credit Administration (12 U.S.C. 659); and 

(d) by deleting the second sentence of the third paragraph from the end 
thereof (12 U.S.C. 662). 

Sec. 102. (a) The second paragraph of section 9 of the Federal Farm Loan 
Act, as amended (12 U.S.C. 742), is amended to read: 

“Any person desiring to secure a loan through a Federal land bank association 
under the provisions of this Act may, at his option, borrow from the Federal] 
land bank through such association the sum necessary to pay for shares of stock 
subscribed for by him in the National Farm Loan Association. Any such sum 
for the purchase of stock shall be made a part of the face amount of the loan 
and such sum shall for all purposes be additional to the 65 per centum of the 
normal value of the farm as specified in any provision of this Act.” 

(b) Section 10 of the Federal Farm Loan Act, as amended (12 U.S.C. T51- 
757), is amended to read: 

“Sec. 10. (a) Whenever an application for a mortgage loan is made to a 
Federal land bank association, the loan committee provided for in section 7 of 
this Act shall cause to be made such investigation as it may deem necessary 
as to the character and solvency of the applicant and the sufficiency of the 
security offered. When it appears that a loan may be approved, the loan 
committee shall obtain a written report on the security by an appraiser designated 
or appointed by the Federal land bank of the district and such appraiser shall 
investigate and make a written report upon the security offered. Such appraisal, 
investigation, and report shall be made in accordance with appraisal standards 
prescribed by the Farm Credit Administration and may be made by any com- 
petent person (including an employee of a Federal land bank association) when 
designated for that purpose by the Federal land bank of the district. The loan 
committee shall cause a written report to be made of the results of such investi- 
gations of the applicant and the security and shall, if it concurs in such report, 
approve the same in writing. After the loan committee has reached an agree- 
ment as to the amount and terms of the loan which may be offered to the 
applicant, if such amount is not in excess of 65 per centum of the normal value 
of the security offered as determined by said appraiser, the association may 
notify the applicant of the amount and terms of the loan approved by the loan 
committee: Provided, That any such notice shall contain a statement that the 
amount and terms of the loan offered to the applicant are subject to and condi- 
tioned upon subsequent approval or disapproval by the Federal land bank. 

“(b) The written report of the loan committee and the report made by an 
appraiser designated or appointed by the Federal land bank shall be submitted 
to the Federal land bank with the application for the loan, and the land bank 
shall examine said reports when it passes on the loan application which they 
accompany. No loan shall be made unless the report of the loan committee 
and the report of the appraiser are favorable. 

“(c) All appraisal reports shall be made on forms approved by the Farm 
Credit Administration. 

“(d) No farm credit appraiser and no appraiser designated or appointed by 
a Federal land bank shall make any appraisal in connection with a loan in 
which he is interested, directly or indirectly. No member of a loan committee 
or of a board of directors of a Federal land bank association shall participate 
in the consideration of or action on any loan in which he is interested, directly 
or indirectly. 

“(e) Each Federal land bank shall conduct studies in such manner and to 
such extent as the Farm Credit Administration deems necessary in connection 
with the appraisal standards prescribed for the district. 

“(f) Notwithstanding the foregoing provisions of this section 

“(1) appraisal reports made by appraisers heretofore or hereafter 
appointed by the Farm Credit Administration pursuant to section 3 of this 
Act may be used as a basis for Federal land bank loans; 

“(2) the Farm Credit Administration may, in its discretion and in such 
circumstances and for such periods as it deems necessary, direct that any 
or all appraisals in connection with loans by any Federal land bank, or 
appraisal standards studies required by subsection (e), shall be made by 
farm credit appraisers appointed pursuant to section 3 of this Act; and 

“(3) for purposes of paragraph (2) of this subsection, the Farm Credit 
Administration is authorized to employ additional farm credit appraisers, 
including such appraisers as it may select who have been designated or 
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appointed by a Federal land bank, and to require that the salaries and 
other expenses of all such additional appraisers be paid by the Federal 
land bank served by them in such manner as the Farm Oredit Administra- 
tion shall determine. 

“(g) Farm credit appraisers appointed pursuant to section 3 of this Act 
shall make such reviews and investigations as the Farm Credit Administration 
determines to be necessary to assure compliance with the appraisal standards 
prescribed by it pursuant to subsection (a) of this section; make such additional 
reviews and investigations concerning the quality of first mortgages securing 
farm loan bonds as the Farm Credit Administration shall direct; and perform 
such other duties as may be prescribed by the Farm Credit Administration. 
Any first mortgage which is found not to conform to the appraisal and loan 
standards prescribed by the Farm Credit Administration shall not be credited 
toward meeting the amount of bond collateral which a Federal land bank is 
required to maintain with a farm loan registrar except in such amount as the 
Farm Credit Administration shall approve.” 

Sec. 108. On the effective date of this title each land bank appraiser shall be 
transferred from the Farm Credit Administration to the Federal land bank 
served by him immediately prior to said effective date, without reduction in 
salary and accumulated leave, unless the Farm Credit Administration, in its 
discretion, determines that individual appraisers shall be retained as farm credit 
appraisers. The selection of personnel for transfer, or for retention as farm 
credit appraisers, shall be without regard to section 12 of the Veterans’ Pref- 
erence Act of 1944, as amended (5 U.S.C. 861). Land bank appraisers shall be 
subject to the same employment conditions as other bank employees after trans- 
fer under this section. At least sixty days prior to the effective date of this 
title the Farm Credit Administration shall notify each land bank appraiser that 
he is to be transferred to a Federal land bank or that he is to be retained in the 
Farm Credit Administration. Any land bank appraiser who notifies the Farm 
Credit Administration in writing at least thirty days before the effective date 
of this title that he does not desire to accept employment as stated in the notice 
from the Farm Credit Administration shall be separated from employment on 
said effective date and such separation shall be deemed involuntary. 

Sec. 104. (a) Section 12 of the Federal Farm Loan Act, as amended (12 
U.S.C. 771), is amended by (1) changing the last proviso of paragraph second 
thereof to read: “And provided further, That any land bank may make loans on 
an unamortized or partially amortized basis, under rules and regulations issued 
by the Farm Credit Administration.”; (2) deleting paragraph third thereof; 
(3) striking out of paragraph seventh thereof “loans to any one borrower shall 
in no case exceed a maximum of $200,000, but”; and (4) striking out of the 
first and second sentences of paragraph ninth thereof “a rate not exceeding 6 
per centum per annum” and inserting in lieu thereof “a rate approved by the 
Farm Credit Administration”. 

(b) Section 20 of the Federal Farm Loan Act, as amended (12 U.S.C. 861), 
is amended by deleting the second sentence thereof. 

(c) The first and second sentences of section 23 of the Federal Farm Loan 
Act, as amended (12 U.S.C 901), are amended by substituting “at the end of 
each fiscal year” for “semiannually” therein. 

(d) The first and second sentences of section 24 of the Federal Farm Loan 
Act, as amended (12 U.S.C. 911), are amended by substituting “at the end of 
each fiscal year” for “seminannually” therein. 

(e) The fifth paragraph of section 29 of the Federal Farm Loan Act, as 
amended (12 U.S.C. 965), is amended to read : 

“No Federal land bank association or Federal land bank shall go into volun- 
tary liquidation without the written consent of the Farm Credit Administra- 
tion, but the Farm Credit Administration may permit or by order effect the 
merger or consolidation of two or more contiguous Federal land bank associa- 
tions subject to such terms, conditions, and provisions as the Farm Credit Ad- 
ministration in its discretion determines to be fair and equitable.” 

(f) The seventh paragraph of section 29 of the Federal Farm Loan Act, as 
amended (12 U.S.C. 967), is amended by changing “land bank appraiser” in 
the second and third sentences thereof to “farm credit appraiser’. 

(zg) Section 202(c) of the Federal Farm Loan Act, as amended (12 U.S.C. 
1033), is amended by changing the period at the end thereof to a comma and add- 
ing the following: “and any Federal intermediate credit bank may in its dis- 
cretion purchase such loans or discounts with or without such endorsement.”. 








4 FEDERAL FARM LOAN ACT 


(h) Section 208(c) of the Federal Farm Loan Act, as amended (12 U.S.¢ 
1093), is amended by changing “Land bank appraisers” in the first sentence 
thereof to “Farm credit appraisers”. 

(i) The Federal Farm Loan Act, as amended (12 U.S.C. 641 et seq.), and 
any other Act of Congress in which the words appear, are amended by changing 
“national farm loan association” and “national farm loan associations” to 
“Federal land bank association” and “Federal land bank associations”, re 
spectively. 

(j) The Federal Farm Loan Act, as amended (12 US.C. 641 et seq.), and any 
other Act of Congress in which the words appear, are amended by changing 
“secretary-treasurer”’ and “secretary-treasurers”’, when used to mean the secre 
tary-treasurer of a national farm loan association (herein renamed “Federal 
land bank association”), to “manager” and “managers”, respectively. 

(k) Section 28 of the Farm Credit Act of 1933, as amended (12 US.C. 1131), 
is amended by inserting as the second sentence thereof the following: “Such 
loans shall bear such rates of interest as are authorized from time to time by 
the Federal intermediate credit bank of the district.” 

(1) This title shall become effective December 31, 1959. 


TITLE II—STATUS OF FARM CREDIT BANKS AND EMPLOYEES 


Sec. 201. Notwithstanding any other provision of law, and in order to en- 
courage and facilitate increased borrower participation in the management and 
control of institutions operating under the supervision of the Farm Credit Ad- 
ministration in accordance with the policy declared in section 2 of the Farm 
Credit Act of 1953 (12 U.S.C., supp. IV, 636a), section 6 of the Farm Credit Act 
of 1937, as amended (12 U.S.C. 5401), is amended as follows: 

(a) By inserting “(a)” immediately following ‘Src. 6.”, by redesignating 
subsections “(a)” and “(b)” as paragraphs “(1)” and “(2)”, respectively, and 
by deleting subsection “‘(c)”’. 

(b) By adding the following at the end of paragraph (1) of subsection (a) 
thereof (as redesignated herein): “The employment, compensation, leave, re- 
tirement (except as provided in subsection (e) hereof), hours of duty, and all 
other conditions of employment of such joint officers and employees employed 
by the district farm credit board, and of separate officers and employees of the 
Federal land bank, Federal intermediate credit bank, and bank for cooperatives 
of the district employed by the board of directors of such banks, shall be deter- 
mined. by the respective boards without regard to the laws from which exemp- 
tion is granted in this section, but all such determinations shall be consistent 
with the laws under which such banks are organized and operate. Appoint- 
ments, promotions, and separations so made shall be based on merit and efficiency 
and no political test or qualification shall be permitted or given consideration, 
The district farm credit board shall, under rules and regulations prescribed 
by the Farm Credit Administration, provide for veterans’ preference and limita- 
tions against political activity for such officers and employees substantially 
similar to the preference and limitations to which such officers and employees 
were subject upon enactment of this sentence.” 

(ec) By adding the following new subsections after subsection (a) thereof 
(as redesignated herein) : 

“(b) The provisions of section 1753 of the Revised Statutes (5 U.S.C. 631) 
and the Act of January 16, 1883, entitled ‘An Act to regulate and improve the 
civil service of the United States’, as amended (22 Stat. 403; 5 U.S.C. 632 et seq.), 
any laws supplementary thereto, including but not limited to the Act of August 
24, 1912, as amended (5 U.S.C. 652), section 1 of the Act of November 26, 1940, 
as amended (5 U.S.C. 631a), and section 1310 of the Supplemental Appro- 
priation Act, 1952, as amended (5 U.S.C. 48, note), and any rules, orders, or 
regulations promulgated for carrying such Acts or laws into effect, shall not 
apply to a Federal land bank, Federal intermediate credit bank, or bank for 
cooperatives, or to its directors, officers, or employees. 

“(c) The Federal Employees’ Compensation Act, as amended (5 U.S.C. 15), 
shall not be applicable in respect to the injury, disability, or death of any em- 
ployee of a Federal land bank, Federal intermediate credit bank, or bank for co- 
operatives unless such injury, disability, or death (or cause thereof) occurred 
before January 1, 1960. 

“(d) Section 9 of the Hatch Act, as amended (5 U.S.C. 118i), and the Vet- 
erans’ Preference Act of 1944, as amended (5 U.S.C. 851-869), shall not be 
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deemed to apply to a Federal land bank, Federal intermediate credit bank, or 
pank for cooperatives, or to its directors, officers, or employees. 

“(e) Each officer and employee of a Federal land bank, Federal intermediate 
credit bank, or bank for cooperatives who, on December 31, 1959, is within the 
purview of the Civil Service Retirement Act, as amended (5 U.S.C., supp. IV, 
ch. 30), shall continue so during his continuance as an officer or employee of 
any such banks without break in continuity of service. Any other officer or 
employee of such banks and any other person entering upon employment with 
any such banks after December 31, 1959, shall not be covered under the civil 
service retirement system by reason of such employment, except that (1) a per- 
son who, on December 31, 1959, is within the purview of the Civil Service Retire- 
ment Act, as amended, and thereafter becomes an officer or employee of any such 
banks without break in continuity of service shall continue under the civil service 
retirement system during his continuance as an officer or employee of any such 
banks without break in continuity of service and (2) a person who has been 
within the purview of said Act as an officer or employee of such banks and, 
after a break in such employment, again becomes an officer or employee of 
any such banks may elect to continue under the civil service retirement system 
during his continuance as such officer or employee by so notifying the Civil 
Service Commission in writing within thirty days after such reemployment. 

“(f) In addition to such amounts as they are required to contribute to the 
civil service retirement and disability fund under section 4(a) of the Civil 
Service Retirement Act, as amended (5 U.S.C., supp. IV, 2254(a)), each Federal 
land bank, Federal intermediate credit bank, and bank for cooperatives shall, 
for each fiscal year after June 30, 1960, pay to the Farm Credit Administra- 
tion to be covered into the Treasury as miscellaneous receipts, its fair portion 
of the cost of administration of said fund as determined in annual billings by 
the Civil Service Commission. 

“(g) Any Federal land bank, Federal intermediate credit bank, or bank for 
cooperatives may, subject to the approval of the Farm Credit Administration, 
establish a retirement system for its officers and employees either separately or 
jointly with any other corporation under the supervision of the Farm Credit Ad- 
ministration. In determining eligibility for or the amount of any benefit under 
any such retirement system, there shall not be taken into account any service 
which is creditable under the Civil Service Retirement Act, as amended, but 
service which constitutes employment as defined in section 210(a) of the Social 
Security Act, as amended (42 U.S.C., supp. IV, 410(a)), may be so taken into 
account notwithstanding section 115 of the Social Security Amendments of 1954 
(42 U.S.C., supp. IV, 410, note) or any other provision of law. 

“(h) Subsections (b), (ce), (d), (e), (f), and (g) of this section shall apply 
to the Central Bank for Cooperatives and its personnel and the board of directors 
of the Central Bank for Cooperatives shall have all the authority and respon- 
sibility with respect to personnel of such central bank as is vested in the farm 
credit board of a district or the board of directors of a district bank for coopera- 
tives with respect to personnel of any such district bank under subsection (a) (1) 
of this section.” 

Sec. 202. (a) Section 210(a)(6)(B) (ii) of title LI of the Social Security Act, 
as amended (42 U.S.C., supp. IV, 410(a) (6) (B) (ii) ), and section 3121(b) (6) 
(B) (ii) of the Internal Revenue Code of 1954, as amended (26 U.S.C., supp. IV, 
3121(b) (6) (B) (ii) ), are each amended by inserting “a Federal land bank, a 
Federal intermediate credit bank, a bank for cooperatives,” immediately before 
the words “a national farm loan association” therein. 

(b) Section 2680 of title 28, United States Code, is amended by adding at the 
end thereof the following new subsection: “(n) Any claim arising from the 
activities of a Federal land bank, a Federal intermediate credit bank, or a bank 
for cooperatives.”’. 

(c) Section 102(b) of the Federal Employees Pay Act of 1945, as amended 
(5 U.S.C, 902(b)), is amended by striking out “and” immediately preceding 
“(6)” therein and by inserting before the period at the end thereof “; and (7) 
officers and employees of a Federal land bank, a Federal intermediate credit 
bank, or a bank for cooperatives”. 

(d) Section 303 of the Government Employees’ Incentive Awards Act (5 U.S.C., 
supp. IV, 2122) is amended by inserting within the parentheses after the words 
“the Tennessee Valley Authority” the words “or the Central Bank for 
Cooperatives”. 

(e) Section 205(e) of the Annual and Sick Leave Act of 1951, as added by 
section 4(b) of the Act of July 2, 1953 (5 U.S.C., supp. IV, 2064(e)), and section 
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1 of the Act of December 21, 1944, as amended by section 4(a) of the Act of July 2, 
1953 (5 U.S.C., supp. IV, 61b), are each amended by substituting “(C), (H), 
or (1)” for “(C), or (H)” therein. 

Sec. 203. (a) Nothing in this title shall be deemed to amend, alter, repeal, 
or restrict the application of (1) section 190 of the Revised Statutes (5 U.S.C. 99), 
relating to the prosecution of claims against the United States by former em. 
ployees; (2) the Act of August 26, 1950 (5 U.S.C. 22-1, 22-2, 22-3), relating to 
the suspension and separation of employees for security reasons; (3) section 
710(e) of the Defense Production Act of 1950, as amended (50 U.S.C., app., supp. 
IV, 2160(e)), relating to the authority of the President to provide for an execu- 
tive reserve training program; or (4) any Act of Congress the violation of which 
is punishable by a fine or imprisonment, or both. 

(b) Any Act of Congress enacted after the effective date of this title and 
which states that it shall be applicable to agencies or instrumentalities of the 
United States or to corporations controlled or owned, in whole or in part, by the 
United States, or to officers and employees of the United States or such agencies 
or instrumentalities or corporations, shall not be applicable to a Federal land 
bank, Federal intermediate credit bank, or bank for cooperatives, or to its diree- 
tors, officers, or employees unless such Act specifically so provides by naming 
such banks. 

(c) This title shall become effective January 1, 1960. 


(H.R. 5929, 86th Cong., 1st sess.] 


A BILL To amend the Federal Farm Loan Act to transfer responsibility for making 
appraisals from the Farm Credit Administration to the Federal land banks, and for 
other purposes 
Be it enacted by the Senate and House of Representatives of the United States 

of America in Congress assembled, That this Act may be cited as the “Farm 

Credit Act of 1959”. 


TITLE I—FEDERAL LAND BANKS 


Sec. 101. Section 3 of the Federal Farm Loan Act, as amended, is amended— 
(a) by changing the paragraph thereof relating to the appointment of 
registrars, appraisers, and examiners (12 U.S.C. 656) to read: 

“The Farm Credit Administration shall appoint a farm loan registrar for 
each farm credit district to receive applications for issues of farm loan bonds 
and to perform such other services as are prescribed by this Act, and may appoint 
a deputy registrar who shall during the unavoidable absence or disability of 
the registrar perform the duties of that office. It shall also appoint as many 
farm credit appraisers and farm credit examiners as it shall deem necessary, 
Such farm loan registrars, deputy registrars, farm credit appraisers, and farm 
credit examiners shall have no connection with or interest in any institution, 
association, or partnership engaged in banking or in the business of making 
land mortgage loans or selling land mortgages but they may perform such duties 
as are authorized by the Farm Credit Administration in connection with the 
business of the banks and associations it supervises: Provided, That this limita- 
tion shall not apply to persons employed by the Farm Credit Administration on 
a temporary basis.” ; 

(b) by deleting the paragraph thereof relating to the compensation of 
appraisers and inspectors (12 U.S.C. 658) ; 

(c) by deleting the paragraph thereof relating to the employment of 
certain personnel by the Farm Credit Administration (12 U.S.C. 659); and 

(d) by deleting the second sentence of the third paragraph from the 
end thereof (12 U.S.C. 662). 

Sec. 102. (a) The second paragraph of section 9 of the Federal Farm Loan Act, 
as amended (12 U.S.C. 742), is amended to read: 

“Any person desiring to secure a loan through a national farm loan association 
under the provisions of this Act may, at his option, borrow from the Federal 
land bank through such association the sum necessary to pay for shares of 
stock subscribed for by him in the national farm loan association. Any 
such sum for the purchase of stock shall be made a part of the face amount of 
the loan and such sum shall for all purposes be additional to the 65 per centum 
of the normal value of the farm as specified in any provision of this Act.” 
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(b) Section 10 of the Federal Farm Loan Act, as amended (12 U.S.C. 751- 
757), is amended to read : 

“Sec. 10. (a) Whenever an application for a mortgage loan is made to a 
Federal land bank association, the loan committee provided for in section 7 of 
this Act shall cause to be made such investigation as it may deem necessary as 
to the character and solvency of the applicant and the sufficiency of the security 
offered. When it appears that a loan may be approved, the loan committee 
shall obtain a written report on the security by an appraiser designated or 
appointed by the Federal land bank of the district and such appraiser shall 
investigate and make a written report upon the security offered. Such ap- 
praisal investigation and report shall be made in accordance with appraisal 
standards prescribed by the Farm Credit Administration and may be made by 
any competent person (including an employee of a Federal land bank associa- 
tion) when designated for that purpose by the Federal land bank of the district. 
The loan committee shall cause a written report to be made of the results of 
such investigations of the applicant and the security and shall, if it concurs 
in such report, approve the same in writing. After the loan committee has 
reached an agreement as to the amount and terms of the loan which may be 
offered to the applicant, if such amount is not in excess of 65 per centum of the 
normal value of the security offered as determined by said appraiser, the as- 
sociation may notify the applicant of the amount and terms of the loan ap- 
proved by the loan committee: Provided, That any such notice shall contain 
a statement that the amount and terms of the loan offered to the applicant are 
subject to and conditioned upon subsequent approval or disapproval by the 
Federal land bank. 

“(b) The written report of the loan committee and the report made by an 
appraiser designated or appointed by the Federal land bank shall be sub- 
mitted to the Federal land bank with the application for the loan, and the 
land bank shall examine said reports when it passes on the loan application 
which they accompany. No loan shall be made unless the report of the loan com- 
mittee and the report of the appraiser are favorable. 

“(e¢) All appraisal reports shall be made on forms approved by the Farm 
Credit Administration. 

“(d) No farm credit appraiser and no appraiser designated or appointed 
by a Federal land bank shall make any appraisal in connection with a loan 
in which he is interested, directly or indirectly. No member of a loan com- 
mittee or of a board of directors of a Federal land bank association shall 
participate in the consideration of or action on any loan in which he is 
interested, directly or indirectly. 

“(e) Each Federal land bank shall conduct studies in such manner and to 
such extent as the Farm Credit Administration deems necessary in connec- 
tion with the appraisal standards prescribed for the district. 

“(f) Notwithstanding the foregoing provisions of this section— 

“(1) appraisal reports made by appraisers heretofore or hereafter 
appointed by the Farm Credit Administration pursuant to section 3 of 
this Act may be used as a basis for Federal land bank loans; 

“(2) the Farm Credit Administration may, in its discretion and in such 
circumstances and for such periods as it deems necessary, direct that any 
or all appraisals in connection with loans by any Federal land bank, or 
appraisal standards studies required by subsection (e), shall be made 
by farm credit appraisers appointed pursuant to section 3 of this Act; 

“(3) for purposes of paragraph (2) of this subsection, the Farm Credit 
Administration is authorized to employ additional farm credit appraisers, 
including such appraisers as it may select who have been designated or 
appointed by a Federal land bank, and to require that the salaries and 
other expenses of all such additional appraisers be paid by the Federal 
land bank served by them in such manner as the Farm Credit Administra- 
tion shall determine. 

“(g) Farm credit appraisers appointed pursuant to section 8 of this Act 
shall make such reviews and investigations as the Farm Credit Administration 
determines to be necessary to assure compliance with the appraisal standards 
prescribed by it pursuant to subsection (a) of this section; make such addi- 
tional reviews and investigations concerning the quality of first mortgages 
securing farm loan bonds as the Farm Credit Administration shall direct; 
and perform such other duties as may be prescribed by the Farm Credit Admin- 
istration. Any first mortgage which is found not to conform to the appraisal 
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and loan standards prescribed by the Farm Credit Administration shall not 
be credited toward meeting the amount of bond collateral which a Federa) 
land bank is required to maintain with a farm loan registrar except in such 
amount as the Farm Credit Administration shall approve.” 

Sec. 108. On the effective date of this title each land bank appraiser shall 
be transferred from the Farm Credit Administration to the Federal land bank 
served by him immediately prior to said effective date, without reduction ip 
salary and accumulated leave, unless the Farm Credit Administration, in its 
discretion, determines that individual appraisers shall be retained as farm 
credit appraisers. The selection of personnel for transfer, or for retention 
as farm credit appraisers, shall be without regard to section 12 of the Veterans’ 
Preference Act of 1944, as amended (5 U.S.C. 861). Land bank appraisers 
shall be subject to the same employment conditions as other bank employees 
after transfer under this section. At least sixty days prior to the effective 
date of this title the Farm Credit Administration shall notify each land bank 
appraiser that he is to be transferred to a Federal land bank or that he is 
to be retained in the Farm Credit Administration. Any land bank appraiser 
who notifies the Farm Credit Administration in writing at least thirty dayg 
before the effective date of this title that he does not desire to accept employ- 
ment as stated in the notice from the Farm Credit Administration shall be 
separated from employment on said effective date and such separation shal) be 
deemed involuntary. 

Sec, 104, (a) Section 12 of the Federal Farm Loan Act, as amended (12 
U.S.C. 771), is amended by (1) changing the last proviso of paragraph “Second” 
thereof to read: “And provided further, That any land bank may make loans 
on an unamortized or partially amortized basis, under rules and regulations 
issued by the Farm Credit Administration.”; (2) deleting paragraph “Third” 
thereof; (3) striking out of paragraph “Seventh” thereof “loans to any one 
borrower shall in no case exceed a maximum of $200,000, but”; and (4) strik- 
ing out of the first and second sentences of paragraph “Ninth” thereof “a 
rate not exceeding 6 per centum per annum” and inserting in lieu thereof “a 
rate approved by the Farm Credit Administration”. 

(b) Section 20 of the Federal Farm Loan Act, as amended (12 U.S.C. 861), 
is amended by deleting the second sentence thereof. 

(c) The first and second sentences of section 23 of the Federal Farm Loan 
Act, as amended (12 U.S.C. 901), are amended by substituting ‘tat the end 
of each fiscal year” for “semiannually” therein. 

(dad) The first and second sentences of section 24 of the Federal Farm Loan 
Act, as amended (12 U.S.C. 911), are amended by substituting “at the end of 
each fiscal year” for “semiannually” therein. 

(e) The fifth paragraph of section 29 of the Federal Farm Loan Act, as 
amended (12 U.S.C, 965), is amended to read: “No Federal land bank association 
or Federal land bank shall go into voluntary liquidation without the written 
consent of the Farm Credit Administration, but the Farm Credit Administration 
may permit or by order effect the merger or consolidation of two or more 
contiguous Federal land bank associations subject to such terms, conditions, and 
provisions as the Farm Credit Administration in its discretion determines to be 
fair and equitable.” 

(f) The seventh paragraph of section 29 of the Federal Farm Loan Act, as 
amended (12 U.S.C, 967), is amended by changing “land bank appraiser’ in the 
second and third sentences thereof to “farm credit appraiser”. 

(zg) Section 202(c) of the Federal Farm Loan Act, as amended (12 U.S.C. 
1033), is amended by changing the period at the end thereof to a comma and 
adding the following: “and any Federal intermediate credit bank may 
in its discretion purchase such loans or discounts with or without such endorse 
ment.” 

(h) Section 208(c) of the Federal Farm Loan Act, as amended (12 U.S.C. 
1093), is amended by changing ‘Land bank appraisers” in the first sentence there- 
of to “Farm credit appraisers”. 

(i) The Federal Farm Loan Act, as amended (12 U.S.C. 641 and the follow- 
ing), and any other Act of Congress in which the words appear, are amended 
by changing “national farm loan association” and “national farm loan associa- 
tions” to “Federal land bank association” and “Federal land bank associations”, 
respectively. 

(j) The Federal Farm Loan Act, as amended (12 U.S.C. 641 and the follow- 
ing), and any other Act of Congress in which the words appear, are amended 
by changing “secretary-treasurer” and “secretary-treasurers”, when used to 
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mean the secretary-treasurer of a national farm loan association (herein re- 
named “Federal land bank association”), to “manager” and “managers”, re- 
spectively. 

Pk) Section 23 of the Farm Credit Act of 1933, as amended (12 U.S.C. 1131g), 
is amended by inserting as the second sentence thereof the following: “Such 
loans shall bear such rates of interest as are authoried from time to time by 
the Federal intermediate credit bank of the district.” 

(1) This title shall become effective December 31, 1959. 


TITLE II—STATUS OF FARM CREDIT BANKS AND EMPLOYEES 


Sec. 201. Notwithstanding any other provision of law, and in order to en- 
courage and facilitate increased borrower participation in the management and 
control of institutions operating under the supervision of the Farm Credit Ad- 
ministration in accordance with the policy declared in section 2 of the Farm 
Credit Act of 1953 (12 U.S.C., Supp. IV, 6862), section 6 of the Farm Credit Act 
of 1937, as amended (12 U.S.C. 6401), is amended as follows: 

(a) By inserting “(a)” immediately following “Src, 6.”, by redesignating sub- 
sections “(a)” and “(b)” as paragraphs “(1)” and “(2)”, respectively, and by 
deleting subsection “(c)”’. 

(b) By adding the following at the end of paragraph (1) of subsection (a) 
thereof (as redesignated herein): “The employment, compensation, leave, re- 
tirement (except as provided in subsection (e) hereof), hours of duty, and all 
other conditions of employment of such joint officers and employees employed 
by the district farm credit board, and of separate officers and employees of the 
Federal land bank, Federal intermediate credit bank, and bank for cooperatives 
of the district employed by the board of directors of such banks, shall be deter- 
mined by the respective boards without regard to the laws from which exemp- 
tion is granted in this section, but all such determinations shall be consistent 
with the laws under which such banks are organized and operate. Appoint- 
ments, promotions, and separations so made shall be based on merit and efficiency 
and no political test or qualification shall be permitted or given consideration. 
The district farm credit board shall, under rules and regulations prescribed by 
the Farm Credit Administration, provide for veterans’ preference and limita- 
tions against politica) activity for such officers and employees substantially 
similar to the preference and limitations to which such officers and employees 
were subject upon enactment of this sentence.” 

(ec) By adding the following new subsections after subsection (a) thereof 
(as redesignated herein) : 

“(h) The provisions of section 1753 of the Revised Statutes (5 U.S.C. 6381) 
and the Act of January 16, 1883, entitled ‘An Act to regulate and improve the 
civil service of the United States’, as amended (22 Stat. 403: 5 U.S.C. 632 and 
the following), any laws supplementary thereto, including but not limited to the 
Act of August 24, 1912, as amended (5 U.S.C. 652), section 1 of the Act of Novem- 
ber 26, 1940, as amended (5 U.S.C, 631a), and section 1310 of the Supplemental 
Appropriation Act, 1952, as amended (5 U.S.C. 48, note), and any rules, orders, or 
regulations promulgated for carrying such Acts or laws into effect, shall not 
apply to a Federal land bank, Federal intermediate credit bank, or bank for 
cooperatives, or to its directors, officers, or employees. 

“(c) The Federal Employees’ Compensation Act, as amended (5 U.S.C., ch. 
15), shall not be applicable in respect to the injury, disability, or death of any 
employee of a Federal land bank, Federal intermediate credit bank, or bank 
for cooperatives unless such injury, disability, or death (or cause thereof) 
occurred before January 1, 1960. 

“(d) Section 9 of the Hatch Act, as amended (5 U.S.C. 118i), and the Vet- 
erans’ Preference Act of 1944, as amended (5 U.S.C, 851-869), shall not be 
deemed to apply to a Federal land bank, Federal intermediate credit bank, or 
bank for cooperatives, or to its directors, officers, or employees. 

“(e) Each officer and employee of.a Federal Jand bank, Federal intermediate 
eredit bank, or bank for cooperatives who, on December 31, 1959, is within the 
purview of the Civil Service Retirement Act, as amended (5 U.S.C., Supp. IV, 
ch. 80), shall continue so during his continuance as an officer or employee of any 
snch banks without break in continuity of service. Any other officer or em- 
ployee of such banks and any other person entering upon employment with any 
such banks after December 31, 1959, shall not be covered under the civil service 
retirement system by reason of such employment, except that (1) a person 
who, on December 31, 1959, is within the purview of the Civil Service Retire- 
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ment Act, as amended, and thereafter becomes an officer or employee of any 
such banks without break in continuity of service shall continue under the 
civil service retirement sytem during his continuance as an officer or employee 
of any such banks without break in continuity of service and (2) a person who 
has been within the purview of said Act as an officer or employee of such banks 
and, after a break in such employment, again becomes an officer or employee 
of any such banks may elect to continue under the civil service retirement sys- 
tem during his continuance as such officer or employee by so notifying the Ciyj| 
Service Commission in writing within thirty days after such reemployment. 

“(f) In addition to such amounts as they are required to contribute to the 
civil service retirement and disability fund under section 4(a) of the Ciyjj] 
Service Retirement Act, as amended (5 U.S.C., Supp. IV, 2254(a)), each Fed- 
eral land bank, Federal intermediate credit bank, and bank for cooperatives 
shall, for each fiscal year after June 30, 1960, pay to the Farm Credit Adminis- 
tration to be covered into the Treasury as miscellaneous receipts, its fair por- ! 
tion of the cost of administration of said fund as determined in annual billings 
by the Civil Service Commission. 

“(g) Any Federal land bank, Federal intermediate credit bank, or bank for 
cooperatives may, subject to the approval of the Farm Credit Administration, 
establish a retirement system for its officers and employees either separately ( 
or jointly with any other corporation under the supervision of the Farm Credit 
Administration. In determining eligibility for or the amount of any benefit 
under any such retirement system, there shall not be taken into account any 
service which is creditable under the Civil Service Retirement Act, as amended, | 
but service which constitutes employment as defined in section 210(a) of the 
Social Security Act, as amended (42 U.S.C., Supp. IV, 410(a)), may be so taken | 
into account notwithstanding section 115 of the Social Security Amendments | 
of 1954 (42 U.S.C., Supp. IV, 410, note) or any other provision of law. 

“(h) Subsections (b), (c), (d), (e), (f), and (g) of this section shall apply 
to the Central Bank for Cooperatives and its personnel and the board of diree- 
tors of the Central Bank for Cooperatives shall have all the authority and 
responsibility with respect to personnel of such central bank as is vested in the 
farm credit board of a district or the board of directors of a district bank for 
cooperatives with respect to personnel of any such district bank under subsec- 
tion (a) (1) of this section.” 

Sec. 202. (a) Section 210(a) (6)(B) (ii) of title IIT of the Social Security 
Act, as amended (42 U.S.C., Supp. IV, 410(a) (6) (B) (ii) ), and section 3121(b) 
(6)(B) (ii) of the Internal Revenue Code of 1954, as amended (26 U.S.C, 
Supp. IV, 3121(b)(6)(B)(ii)), are each amended by inserting “a Federal 
land bank, a Federal intermediate credit bank, a bank for cooperatives,” in- 
mediately before the words “a national farm loan association” therein. 

(b) Section 2680 of title 28, United States Code, is amended by adding at | 
the end thereof the following new subsection: ‘“(n) Any claim arising from 
the activities of a Federal land bank, a Federal intermediate credit bank, or 
a bank for cooperatives.”’. 

(c) Section 102(b) of the Federal Employees Pay Act of 1945, as amended 
(5 U.S.C. 902(b)), is amended by striking out “and” immediately preceding 
“(6)” therein and by inserting before the period at the end thereof “:; and (7) d 
officers and employees of a Federal land bank, a Federal intermediate credit 
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bank, or a bank for cooperatives”. t 
(d) Section 303 of the Government Employees’ Incentive Awards Act (5 I 
U.8.C., Supp. IV, 2122) is amended by inserting within the parentheses after f 
the words “the Tennessee Valley Authority” the words “or the Central Bank { 
for Cooperatives”. é 
(e) Section 205(e) of the Annual and Sick Leave Act of 1951, as added by ; 
section 4(b) of the Act of July 2, 1953 (5 U.S.C., Supp. IV, 2064(e)). and see- y 
tion 1 of the Act of December 21, 1944, as amended by section 4(a) of the , 
Act of July 2, 1953 (5 U.S.C., Supp. IV, 61b), are each amended by substituting 
“(C), (H). or (1)” for “(C), or (H)” therein. | 
Sec. 203. (a) Nothing in this title shall be deemed to amend, alter, repeal, t 
or restrict the application of (1) section 190 of the Revised Statutes (5 t 
U.S.C. 99), relating to the prosecution of claims against the United States by ( 
former employees; (2) the Act of August 26, 1950 (5 U.S.C, 22-1, 22-2, 22-3), ‘ 
relating to the suspension and separation of employees for security reasons; | 


(3) section 710(e) of the Defense Production Act of 1950, as amended (50 
U.8.C., App., Supp. IV, 2160 (e)), relating to the authority of the President 
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to provide for an executive reserve training program; or (4) any Act of Con- 
gress the violation of which is punishable by a fine or imprisonment, or both. 

(b) Any Act of Congress enacted after the effective date of this title and 
which states that it shall be applicable to agencies or instrumentalities of the 
United States or to corporations controlled or owned, in whole or in part, by 
the United States, or to officers and employees of the United States or such 
agencies or instrumentalities or corporations, shall not be applicable to a Fed- 
eral land bank, Federal intermediate credit bank, or bank for cooperatives, or 
to its directors, officers, or employees unless such Act specifically so provides 
by naming such banks. 

(e) This title shall become effective January 1, 1960. 


(H.R. 5979, 86th Cong., 1st sess. ] 


A BILL To amend the Federal Farm Loan Act to transfér responsibility for making 
appraisals from the Farm Credit Administration to the Federal land banks, and for 
other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That this Act may be cited as the “Farm 
Credit Act of 1959”. 


TITLE I—FEDERAL LAND BANKS 


Sec. 101. Section 3 of the Federal Farm Loan Act, as amended, is amended— 
(a) by changing the paragraph thereof relating to the appointment of 
registrars, appraisers, and examiners (12 U.S.C, 656) to read: 

“The Farm Credit Administration shall appoint a farm loan registrar for 
each farm credit district to receive applications for issues of farm loan bonds 
and to perform such other services as are prescribed by this Act, and may ap- 
point a deputy registrar who shall during the unavoidable absence of disability 
of the registrar perform the duties of that office. It shall also appoint as 
many farm credit appraisers and farm credit examiners as it shall deem neces- 
sary. Such farm loan registrars, deputy registrars, farm credit appraisers, and 
farm credit examiners shall have no connection with or interest in any in- 
stitution, association, or partnership engaged in banking or in the business of 
making land mortgage loans or selling land mortgages but they may perform 
such duties as are authorized by the Farm Credit Administration in connec- 
tion with the business of the banks and associations it supervises: Provided, 
That this limitation shall not apply to persons employed by the Farm Credit 
Administration on a temporary basis.” ; 

(b) by deleting the paragraph thereof relating to the compensation of 
appraisers and inspectors (12 U.S.C. 658) ; 

(c) by deleting the paragraph thereof relating to the employment of 
certain personnel by the Farm Credit Administration (12 U.S.C. 659) ; and 

(d) by deleting the second sentence of the third paragraph from the end 
thereof (12 U.S.C. 662). 

Sec. 102. (a) The second paragraph of section 9 of the Federal Farm Loan 
Act, as amended (12 U.S.C. 742), is amended to read: 

“Any person desiring to secure a loan through a national farm loan associa- 
tion under the provisions of this Act may, at his option, borrow from the Federal 
land bank through such association the sum necessary to pay for shares of stock 
subscribed for by him in the national farm loan association. Any such sum for 
the purchase of stock shall be made a part of the face amount of the loan and 
such sum shall for all purposes be additional to the 65 per centum of the normal 
value of the farm as specified in any provision of this Act.” 

(b) Section 10 of the Federal Farm Loan Act, as amended (12 U.S.C. 751-757), 
is amended to read: 

“Sec. 10. (a) Whenever an application for a mortgage loan is made to a 
Federal land bank association, the loan committee provided for in section 7 of 
this Act shall cause to be made such investigation as it may deem necessary as 
to the character and solvency of the applicant and the sufficiency of the security 
offered. When it appears that a loan may be approved, the loan committee shall 
obtain a written report on the security by an appraiser designated or appointed 
by the Federal land bank of the district and such appraiser shall investigate 
and make a written report upon the security offered. Such appraisal investiga- 
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tion and report shall be made in accordance with appraisal standards prescribed 
by the Farm Credit Administration and may be made by any competent person 
(including an employee of a Federal land bank association) when designated for 
that purpose by the Federal land bank of the district. The loan committee shall 
cause a written report to be made of the results of such investigations of the 
applicant and the security and shall, if it concurs in such report, approve the 
same in writing. After the loan committee has reached an agreement as to the 
amount and terms of the loan which may be offered to the applicant, if such 
amount is not in excess of 65 per centum of the normal value of the security 
offered as determined by said appraiser, the association may notify the appli- 
eant of the amount and terms of the loan approved by the loan committee: 
Provided, That any such notice shall contain a statement that the amount and 
terms of the loan offered to the applicant are subject to and conditioned upon 
subsequent approval or disapproval by the Federal land bank. 

“(b) The written report of the loan committee and the report made by an 
appraiser designated or appointed by the Federal land bank shall be submitted 
to the Federal land bank with the application for the loan, and the land bank 
shall examine said reports when it passes on the loan application which they 
accompany. No loan shall be made unless the report of the loan committee and 
the report of the appraiser are favorable. 

“(c) All appraisal reports shall be made on forms approved by the Farm 
Credit Administration. 

“(d) No farm credit appraiser and no appraiser designated or appointed by 
a Federal land bank shall make any appraisal in connection with a loan in 
which he is interested, directly or indirectly. No member of a loan committee 
or of a board of directors of a Federal land bank association shall participate in 
the consideration of or action on any loan in which he is interested, directly 
or indirectly. 

““(e) Each Federal land bank shall conduct studies in such maner and to such 
extent as the Farm Credit Administration deems necessary in connection with 
the appraisal standards prescribed for the district. 

“(f) Notwithstanding the foregoing provisions of this section— 

“(1) appraisal reports made by appraisers heretofore or hereafter ap- 
pointed by the Farm Credit Administration pursuant to section 3 of this 
Act may be used as a basis for Federal land bank loans; 


“(2) the Farm Credit Administration may, in its discretion and in such | 


circumstances and for such periods as it deems necessary, direct that any 
or all appraisals in connection with loans by any Federal land bank, or ap- 
praisal standards studies required by subsection (e), shall be made by farm 
credit appraisers appointed pursuant to section 3 of this Act; 

“(3) for purposes of paragraph (2) of this subsection, the Farm Credit 
Administration is authorized to employ additional farm credit appraisers, 
including such appraisers as it may select who have been designated or ap- 
pointed by a Federal land bank, and to require that the salaries and other 
expenses of all such additional appraisers be paid by the Federal land bank 
served by them in such manner as the Farm Credit Administration shall 
determine. 


omens 


“(g) Farm credit appraisers appointed pursuant to section 3 of this Act shall | 


make such reviews and investigations as the Farm Credit Administration deter- 
mines to be necessary to assure compliance with the appraisal standards pre 
seribed by it pursuant to subsection (a) of this section; make such additional 
reviews and investigations concerning the quality of first mortgages securing 
farm loan bonds as the Farm Credit Administration shall direct; and perform 
such other duties as may be prescribed by the Farm Credit Administration. 
Any first mortgage which is found not to conform to the appraisal and loan 
standards prescribed by the Farm Credit Administration shall not be credited 
toward meeting the amount of bond collateral which a Federal land bank is re- 
quired to maintain with a farm loan registrar except in such amount as the 
Farm Credit Administration shall approve.” 

Sec. 103. On the effective date of this title each land bank appraiser shall be 
transferred from the Farm Credit Administration to the Federal land bank 
served by him immediately prior to said effective date, without reduction in sal- 
ary and accumulated leave, unless the Farm Credit Administration, in its dis- 
cretion, determines that individual appraisers shall be retained as farm credit 
appraisers. The selection of personnel for transfer, or for retention as farm 
credit appraisers, shall be without regard to section 12 of the Veterans’ Prefer- 
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ence Act of 1944, as amended (5 U.S.C. 861). Land bank appraisers shall be sub- 
ject to the same employment conditions as other bank employees after transfer 
under this section. At least sixty days prior to the effective date of this title the 
Farm Credit Administration shall notify each land bank appraiser that he is to 
be transferred to a Federal land bank or that he is to be retained in the Farm 
Credit Administration. Any land bank appraiser who notifies the Farm Credit 
Administration in writing at least thirty days before the effective date of this 
title that he dues not desire to accept employment as stated in the notice from 
the Farm Credit Administration shall be separated from employment on said 
effective date and such separation shall be deemed involuntary. 

Sec. 104. (a) Section 12 of the Federal Farm Loam Act, as amended (12 U.S.C. 
771), is amended by (1) changing the last proviso of paragraph “Second” there- 
of to read: “And provided further, That any land bank may make loans on an 
unamortized or partially amortized basis, under rules and regulations issued by 
the Farm Credit Administration.” ; (2) deleting paragraph “Third” thereof; (3) 
striking out of paragraph “Seventh” thereof “loans to any one borrower shall in 
no case exceed a maximum of $200,000, but”; and (4) striking out of the first 
and second sentences of paragraph “Ninth” thereof ‘ta rate not exceeding 6 per 
centum per annum” and inserting in lieu thereof “a rate approved by the Farm 
Credit Administration”, 

(b) Section 20 of the Federal Farm Loan Act, as amended (12 U.S.C. 861), is 
amended by deleting the second sentence thereof. 

(c) The first and second sentences of section 23 of the Federal Farm Loan 
Act, aS amended (12 U.S.C. 901), are amended by substituting ‘at the end of 
each fiscal year” for “semiannually” therein. 

(d) The first and second sentences of section 24 of the Federal Farm Loan 
Act, aS amended (12 U.S.C, 911), are amended by substituting “at the end of 
each fiscal year” for “semiannually” therein. 

(e) The fifth paragraph of section 29 of the Federal Farm Loan Act, as 
amended (12 U.S.C. 965), is amended to read: ‘No Federal land bank association 
or Federal land bank shall go into voluntary liquidation without the written 
consent of the Farm Credit Administration, but the Farm Credit Administration 
may permit or by order effect the merger or consolidation of two or more con- 
tiguous Federal land bank associations subject to such terms, conditions, and 
provisions as the Farm Credit Administration in its discretion determines to be 
fair and equitable.” 

(f) The seventh paragraph of section 29 of the Federal Farm Loan Act, as 
amended (12 U.S.C. 967), is amended by changing “land bank appraiser” in the 
second and third sentences thereof to “farm credit appraiser”. 

(g) Section 202(c¢) of the Federal Farm Loan Act, as amended (12 U.S.C. 
1033), is amended by changing the period at the end thereof to a comma and 
adding the following: “and any Federal intermediate credit bank may in its 
discretion purchase such loans or discounts with or without such endorsement.” 

(h) Section 2ZOS8(c) of the Federal Farm Loan Act, as amended (12 U.S.C. 
1003), is amended by changing “Land bank appraisers” in the first sentence 
thereof to “Farm credit appraisers”. 

(i) The Federal Farm Loan Act, as amended (12 U.S.C. 641 and the follow- 
ing), and any other Act of Congress in which the words appear, are amended 
by changing “national farm loan association” and “national farm loan associa- 
tions” to “Federal land bank association” and “Federal land bank associations”, 
respectively. 

(j) The Federal Farm Loan Act, as amended (12 U.S.C. 641 and the follow- 
ing), and any other Act of Congress in which the words appear, are amended 
by changing “secretary-treasurer” and “secretary-treasurers”, when used to mean 
the secretary-treasurer of a national farm loan association (herein renamed 
“Federal land bank association”), to “manager” and “managers”, respectively. 

(kK) Section 23 of the Farm Credit Act of 1933, as amended (12 U.S.C. 1131g), 
is amended by inserting as the secend sentence thereof the following: “‘Such 
loans shall bear such rates of interest as are authorized from time to time by 
the Federal intermediate credit bank of the district.” 

(1) This title shall become effective December 31, 1959. 


TITLE II—STATUS OF FARM CREDIT BANKS AND EMPLOYEES 


Sec. 201. Notwithstanding any other provision of law, and in order to en- 
courage and facilitate increased borrower participation in the management and 
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eontrol of institutions operating under the supervision of the Farm Credit Ad- 
ministration in accordance with the policy declared in section 2 of the Farm 
Credit Act of 1953 (12 U.S.C., Supp. IV, 636a), section 6 of the Farm Credit Act 
of 1937, as amended (12 U.S.C. 6401), is amended as follows: 

(a) By inserting “(a)” immediately following “Src. 6.”, by redesignating sub- 
sections “(a)”? and “(b)” as paragraphs “(1)” and “(2)”, respectively, and 
by deleting subsection “‘(c)”. 

(b) By adding the following at the end of paragraph (1) of subsection (a) 
thereof (as redesignated herein) : “The employment, compensation, leave, retire- 
ment (except as provided in subsection (e) hereof), hours of duty, and all other 
conditions of employment of such joint officers and employees employed by the 
district farm credit board, and of separate officers and employees of the Federal 
land bank, Federal intermediate credit bank, and bank for cooperatives of the 
district employed by the board of directors of such banks, shall be determined 
by the respective boards without regard to the laws from which exemption is 
granted in this section, but all such determinations shall be consistent with the 
laws under which such banks are organized and operate. Appointments, pro- 
motions, and separations so made shall be based on merit and efficiency and no 
political test or qualification shall be permitted or given consideration. The 
district farm credit board shall, under rules and regulations prescribed by the 
Farm Credit Administration, provide for veterans’ preference and limitations 
against political activity for such officers and employees substantially similar to 
the preference and limitations to which such officers and employees were sub- 
ject upon enactment of this sentence.” 

(ec) By adding the following new subsections after subsection (a) thereof 
(as redesignated herein) : 

“(b) The provisions of section 17538 of the Revised Statutes (5 U.S.C. 681) 
and the Act of January 16, 1883, entitled ‘An Act to regulate and improve the 
civil service of the United States’, as amended (22 Stat. 4038; 5 U.S.C. 682 and 
the following), any laws supplementary thereto, inciuding but not limited to 
the Act of August 24, 1912, as amended (5 U.S.C. 652), section 1 of the Act of 
November 26, 1940, as amended (5 U.S.C. 681a), and section 1310 of the Supple- 
mental Appropriation Act 1952, as amended (5 U.S.C, 43, note), and any rules, 
orders, or regulations promulgated for carrying such Acts or laws into effect, 
shali not apply to a Federal land bank, Federal intermediate credit bank, or 
bank for cooperatives, or to its directors, officers, or employees. 

“(c) The Federal Employees’ Compensation Act, as amended (5 U.S.C., ch. 
15), shall not be applicab'e in respect to the injury, disability, or death of any 
employee of a Federal land bank, Federal intermediate credit bank, or bank for 
cooperatives unless such injury, disability, or death (or cause thereof) occurred 
before January 1, 1960. 

*(d) Section 9 of the Hatch Act, as amended (5 U.S.C. 118i), and the Veter- 
ans’ Preference Act of 1944, as amended (5 U.S.C. 851-869), shall not be deemed 
to apply to a Federal land bank, Federal intermediate credit bank, or bank for 
cooperatives, or to its directors, officers, or employees. 

“(e) Each officer and employee of a Federal land bank, Federal intermediate 
eredit bank, or bank for cooperatives who, on December 31, 1959, is within the 
purview of the Civil Service Retirement Act, as amended (5 U.S.C., Supp. IV, 
ch. 30), shall continue so during his continuance as an officer or employee of 
any such banks without break in continuity of service. Any other officer or 
employee of such banks and any other person entering upon employment with 
any such banks after December 31, 1959, shall not be covered under the civil 
service retirement system by reason of such employment, except that (1) a 
person who, on December 31, 1959, is within the purview of the Civil Service 
Retirement Act, as amended, and thereafter becomes an officer or employee of 
anv such banks without break in continuity of service shall continue under the 
civil service retirement system during his continuance as an officer or employee 
of any such banks without break in continuity of service and (2) a person who 
has been within the purview of said Act as an officer or employee of such banks 
and, after a break in such employment, again becomes an officer or employee 
of any such banks may elect to continue under the civil service retirement system 
during his continuance as such officer or employee by so notifying the Civil 
Service Commission in writing within thirty days after such reemployment . 

“(f) In addition to such amounts as they are required to contribute to the 
civil service retirement and disability fund under section 4(a) of the Civil 
Service Retirement Act, as amended (5 U.S.C., Supp. IV, 2254(a)), each Fed- 
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pd bank, Federal intermediate credit bank, and bank for cooperatives 
pee a each fiscal year after June 30, 1960, pay to the Farm eee 
tration to be covered into the Treasury as miscellaneous receipts, its fair por a 
of the cost of administration of said fund as determined in annual billings by 

ivil Service Commission, y 

mic, Tae Federal land bank, Federal intermediate credit bank, or ae 
cooperatives may, subject to the approval of the Farm Credit Acminnirs no 
establish a retirement system for its officers and employees either ee oat 
or jointly with any other corporation under the supervision of the Farm Cre . 
Administration. In determining eligibility for or the amount of any benefit 
under any such retirement system, there shall not be taken into account any 
service which is creditable under the Civil Service Retirement Act, as amended, 
put service which constitutes employment as defined in section 210(a) of the 
Social Security Act, as amended (42 U.S.C., Supp. IV, 410(a)), may be so taken 
into account notwithstanding section 115 of the Social Security Amendments of 
1954 (42 U.S.C., Supp. IV, 410, note) or any other provision of law, 

“(h) Subsections (b), (c), (d), (e), (f), and (g) of this section shali apply 
to the Central Bank for Cooperatives and its personnel and the board of directors 
of the Central Bank for Cooperatives shall have all the authority and respon- 
sibility with respect to personnel of such central bank as is vested in the farm 
credit board of a district or the board of directors of a district bank for cooper- 
atives with respect to personnel of any such district bank under subsection 
(a) (1) of this section.” 

Sec. 202. (a) Section 210(a) (6) (B) (ii) of title II of the Social Security Act, 
as amended (42 U.S.C., Supp. IV, 410(a) (6) (B) (ii) ), and section 3121(b) (6) 
(B) (ii) of the Internal Revenue Code of 1954, as amended (26 U.S.C., Supp. 
LV, 3121(b) (6) (B) (ii) ), are each amended by inserting “a Federal land bank, 
a Federal intermediate credit bank, a bank for cooperatives,” immediately before 
the words “a national farm loan association” therein. 

(b) Section 2680 of title 28, United States Code, is amended by adding at the 
end thereof the following new subsection : 

“(n) Any claim arising from the activities of a Federal land bank, a Federal 
intermediate credit bank, or a bank for cooperatives.” 

(c) Section 102(b) of the Federal Employees Pay Act of 1945, as amended 
(5 U.S.C. 902(b)), is amended by striking out “and” immediately preceding 
“(6)” therein and by inserting before the period at the end thereof “; and (7) 
officers and employees of a Federal land bank, a Federal intermediate credit bank, 
or a bank for cooperatives.” 

(d) Section 303 of the Government Employees’ Incentive Awards Act (5 
U.S.C., Supp. IV, 2122) is amended by inserting within the parentheses after 
the words “the Tennessee Valley Authority” the words “or the Central Bank 
for Cooperatives’”’. 

(e) Section 205(e) of the Annual and Sick Leave Act of 1951, as added by 
section 4(b) of the Act of July 2, 1953 (5 U.S.C., Supp. IV, 2064(e)), and section 
1 of the Act of December 21, 1944, as amended by section 4(a) of the Act of July 
2, 1958 (5 U.S.C., Supp. IV, 61b), are each amended by substituting “(C), (H), 
or (1)” for “(C), or (H)” therein. 

Sec. 203. (a) Nothing in this title shall be deemed to amend, alter, repeal, 
or restrict the application of (1) section 190 of the Revised Statutes (5 U.S.C. 
99), relating to the prosecution of claims against the United States by former 
employees; 2) the Act of August 26, 1950 (5 U.S.C, 22-1, 22-2, 22-3), relating 
to the suspension and separation of employees for security reasons; (3) section 
7l0(e) of the Defense Production Act of 1950, as amended (50 U.S.C. App. 
Supp. IV, 2160(e)), relating to the authority of the President to provide for an 
executive reserve training program; or (4) any Act of Congress the violation 
of which is punishable by a fine or imprisonment, or both. 

(b) Any Act of Congress enacted after the effective date of this title and which 
States that it shall be applicable to agencies or instrumentalities of the United 
States or to corporations controlled or owned, in whole or in part, by the United 
States, or to officers and employees of the United States or such agencies or 
instrumentalities or corporations, shall not be applicable to a Federal land bank, 
Federal intermediate credit bank, or bank for cooperatives, or to its directors. 
oe or employees unless such Act specifically so provides by naming such 

anks. 

(c) This title shall become effective January 1, 1960. 
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Mr. Poace. We have the Governor of the Farm Credit Administra- 
tion with us, and he will probably be in a position to answer more 
of the questions and discuss some of the details that other witnesses 
probably won’t want to discuss. 

We are also pleased to have Mr. Edwards, who is a member of the 
National Farm Credit Board, and Mr. Eugene Fisher, the Chairman 
of the National Advisory Committee, also present. 

I believe that it is the desire that we call Mr. Edwards first. We 
will be glad to hear from you. And we will be glad to have you touch 
on the subject any way you want to. I suggest, however, that it is 
possible that there are many questions that we may want to ask that 
may be appropriately asked of the Governor. 


STATEMENT OF MARSHALL H. EDWARDS, MEMBER, FEDERAL 
FARM CREDIT BOARD 


Mr. Epwarps. I am Marshall Edwards. I represent district No. 3. 
I have been a member of the Federal Farm Credit Board since it began 
in 1953. This past year I had the pleasure of being Chairman of the 
Board, and inasmuch as this legislation was developed during the term 
of my chairmanship, I am here to make a statement. 

Mr. Chairman and gentlemen of the committee, it is a pleasure to 
appear before this committee to bring you the views of the Federal 
Farm Credit Board regarding H.R. 5740. This is my sixth year asa 
member of the Federal Board and I was Chairman last year when 
the proposed legislation was developed. I shall not attempt to go into 
details about the bill, as that will be done by Governor Tootell. My 
comments will deal with the background of this proposed legislation 
and the reasons why we think it is needed. 

The cooperative farm credit system offers a fine example of what 
can be done through the joint efforts of the Government and citizens 
who are genuinely interested in helping themselves to the maximum 
extent possible. ‘The system began over 40 years ago with the estab- 
lishment of the Federal land banks. The Government furnished sub- 
stantially all of the original capital of the land banks and over the 
years contributed additional capital to the banks from time to time, 
It was contemplated from the beginning, though, that the Government 


capital would be gradually retired as the borrowers acquired stock in , 


the system. We are happy that all of the Government capital in the 
land banks has been repaid and that the Federal land bank system has 
been fully farmer owned for more than a decade. In fact, the Federal 
Farm Loan Act itself set up the ways and means whereby the land 
banks ultimately would be user owned and a means whereby Govern- 
ment capital would ultimately be retired, and that was accomplished 
in 1947, more than a decade ago. So since 1947, all Government capital 
has been retired from the Federal land banks. 

As this cooperative system grew with the establishment of the Fed- 
eral intermediate credit banks in 1923, it was again necessary for the 
Government to supply the initial capital of those banks. It was the 
same story when the production credit system and the system of banks 


for cooperatives were established in 1933. The Government capital 
I { 


was not only necessary to established the system, it was equally essen- 
tial to its growth and development for many years thereafter. 
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We had a farm credit system by virtue of three different acts of the 
Congress: One, a system whereby Government capital ultimately 
would be retired from the Federal land banks; and two, a system 
whereby it was possible by virtue of the act itself that Government 
capital might be taken out of the production credit associations. But 
the acts which created the banks for co-ops and the Federal] inter- 
mediate credit banks contained no way whereby Government capital 
would ultimately be retired from these banks or whereby these banks 
would ultimately be user owned. 

In the early 1950’s, users of the farm credit system decided that the 
system had developed to a point where preparation should be made 
for the day when it would walk alone, so to speak. Now that the sys- 
tem was largely owned by the people who patronized it, they should 
have more voice in its government. The system, in short, should 
become more democratic in nature. The Congress agreed and passed 
the Farm Credit Act of 1953 which established the policy of develop- 
ing means to accomplish that end. You may recall that the state- 
ment of policy of the Congress appeared in the 1953 act in section 2. 
And that statement of policy was to the effect that the Federal Farm 
Credit Board within 1 year from the time of its creation by the 1953 
act should come back and make recommendations to the Congress 
whereby two things would ultimately be accomplished: One, whereby 
Government capital would eventually be retired from the system: and 
two, whereby the system would ultimately become farmer or user 
owned. So, obviously, much of the work of our Board during the past 
6 years has been in keeping with this mandate of the Farm Credit Act. 

That policy involved two important objectives, the full accomplish- 
ment of which would require additional legislation. One objective 
was to retire all of the remaining Government capital in the corpora- 
tions which comprise the system and thereby vest ownership of these 
entities in the farmers and their cooperatives who use them. The 
Federal land banks were already farmer owned and the idea was to 
achieve the same goal for the system as a whole. The other important 
objective of the 1953 act was to increase borrower participation in the 
management and control of these farm credit corporations. This 
objective was partially accomplished by provisions included in that 
act which permitted borrowers to designate nominees to be considered 
by the President for appointment to the Federal Farm Credit Board 
and authorized borrowers to elect additional directors to district farm 
credit boards. 

I might digress just a moment and remind you that the Federal 
‘arm Credit Board, which it has been my pleasure, as I stated, to be 
a member of these 6 years, is comprised of 13 men. ‘Twelve of these 
men are appointed by the President, confirmed by the Senate, from 
three nominees in each district. These nominees are selected by the 
N.F.L.A.’s, by the P.C.A.’s and the borrowers from the banks for 
CO-Ops. 

And the President thus far in making his appointments of these 
12 men, 1 from each of the districts, has followed these 3 nominations. 
And so we see that by virtue of the Farm Credit Act of 1953, we do 
have a system wherein the users have a voice in the selection of the 
Federal Board which is the policy board for the farm credit system. 

And so it is with the district boards. Presently, and by virtue of 
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the Farm Credit Act of 1953, five of the seven district directors are 
selected and elected by the users of the system. Two from N.F.L.A.’s, 
two from P.C.A.’s and one by the borrowers from the banks for co- 
ops. So presently, there are only two — of the district board 
who are appointed by the Governor and which appointments are ap- 
proved by our Board. And it is contemplated that ultimately there 
will be six of the board members of each district elected by the users 
of the system and only one appointed by the Governor of the Farm 
Credit Administration. 

I make that comment to remind you of the fact that since the pas- 
sage of this Farm Credit Act of 1953 and by virtue of its terms the 
system has become more democratic in nature and the users of the 
system have much more voice in its policymaking and in its manage- 
ment bo: ard at the district a. 

The Farm Credit Act of 1953 gave the Federal Farm Credit Board, 
created under that. act, oak ability for making recommendations 
to the Congress of legislative means to carry out the policy of the 
Act. As I indicated a moment ago, not only did the act contain a 
mandate wherein the Federal Board was required within 1 year from 
the date of its creation to recommend to the Congress ways and means 
whereby the system would ultimately be user- or farmer-owned and 

whereby Government capital should be retired; but it, also, contained 
a mandate that once each ye wr it is the duty of this Board—this policy 
board—to make recommendations to the Congress on legislation which 
the Board feels necessary to fulfill the general policies of farm credit. 
And this legislation which we have recommended to the Congress and 
which is represented by these three bills is in keeping with this duty 
which has been imposed upon us by the 1953 act. 

Those recommendations were made in a special report to the Con- 
gress on December 8, 1954. Most of those recommendations, with 
some modifications by the Congress, were enacted in the Farm Credit 
Act of 1955 and the Farm Credit Act of 1956. 

The Farm Credit Act of 1955 et a plan for the systematic 
retirement over a period of years of the Government capital in the 
banks for cooperatives. And as I have indicated the act which cre- 
ated the banks for cooperatives contained no provision whereby Gov- 
ernment capital would ultimately be retired or whereby the banks 
for co-ops would be user-owned—so it was necessary to pass the Farm 
Credit Act of 1955 to provide that legislation. 

Governor Tootell will furnish details on the progress bemg made 
by the banks in this respect, so I will say only that the banks are 
moving steadily toward the goal of borrower owne rship. 

The Farm Credit Act of 1956 merged the sa yan credit cor- 
portion in the Federal intermediate credit bank in each district and 
provided a plan for converting the credit banks from Government to 
private ownership by having the principal users of the banks, the 
production credit associations, purchase such banks. And so by vir- 
tue of the Farm Credit Act of 1956 in each of our districts we now 
have three sets of corporations, the Federal land banks, the Federal 
intermediate credit banks and the banks for co-ops, whereas before 
we had four. 

That has been a simplification. Everybody seems quite happy by 
reason of it. Some economies have been effected and we think this 
system is more efficient than it was prior to the passage of that act. 
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The production credit associations now own about 15 percent of the 
stock of the credit banks and are definitely on their way toward com- 
plete ownership of them. Furthermore all but 40 of the 495 produc- 
tion credit associations have retired all of their Goserninaak capital 
and the total amount in those 40 is only $4 million. 

Thus, today, the farm credit banks and associations are either 
wholly farmer-owned or else present legislation provides the means 
for them to become so. We believe it is reasonable to assume that all 
of them will reach that goal in another 20 years. Many of them will 
do so in a shorter period. 

The bill now before you concerns mainly the policy of increasing 
the participation of farmer-borrowers in the management of the 
banks and associations of the system. Much has already been done 
in this respect, beginning with important provisions of the Farm 
Credit Act of 1953 heret ofore noted. We believe that in a cooperative 
system such as ours, management of these banks and associations pri- 
marily should be in the farmers themselves, operating through their 
elected boards of directors. This is the basic philosophy of the 195: 
legislation and it has been closely followed in all farm credit legisla- 
tion enacted _ ‘e that time. ‘There must be : edequa te Federal super- 
vision, of course, and it will continue to be the responsibility of the 
Farm Credit A aints tration to provide such en 

I remind you that the term “Farm Credit Administration” as de- 
fined by the 1953 act means the Federal Farm Credit Board, the Gov- 
ernor and members of the Governor’s staff. 

The Federal Board believes that the bill before you contains the 
remaining legislation needed to give full eifect to the objectives which 
the Congress set in 1953. This legislation, together with that enacted 
since 1953, will, we believe, fully effectuate the policy of the 1953 act. 
The bill will also clarify the application of the farm credit banks of 
certain Federal laws relating generally to Federal agencies and their 
employees. That is that portion of the bill whi ch has to do with 
clarification features. 

The directors of the 12 district farm credit boards hold an annual 
conference to consider subjects and issues of systemwide interest. 
The proposed legislation has been considered at one or more of these 
conferences, particularly at Wichita last October, and the bill has the 
general support of the district directors. It is the policy of our Board 

n each instance where there is a recommendation by the Board to the 
epee s as to legislation to publicize it to every extent possible at the 
district and, also, at the local level. If it affects N.F.L.A.’s we at- 
teinpted to obtain the thinking of the N.F.L.A.’s with reference to 
the legislation. If it affects P.C.A.’s, or the banks for co-ops, the 

same police; \ has been followed. 

And we have followed that not only with reference to the 1955 
and 1956 act--Congressman Poage will remember that we followed 
that with re ‘fe rence to this bill. 

Mr. Poacr. Could Task you a question right there ? 

Mr. senate Yes. 

Mr. Poacr. Will that be resolved satisfactorily to everybody by 
eliminating the mandatory consolidation of associations provision in 
this bill? 

Mr. Epwarps. Yes, sir. I am just reaching that. I wanted to 
comment briefly on that so you would understand. 
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This provision was discussed at the Wichita conference. By coin- 
cidence, theoretically I am an NFLA representative on the Board, 
and being such, I attended that particular section of the conference, 
It was discussed, and when it was explained there was perhaps some 
criticism of it, but as I remember it, in the main most people were 
in accord with it. 

Now our Board has suggested, and makes the suggestion, and took 
formal action that this provision of the bill be now deleted; that is, 
subsection (e) of section 104, 

Mr. Poace. Very well. 

Mr. Epwarps. There seems to be some controversy and, I think, 
sir, it is wholly by reason of lack of a full understanding. 

May I make just this brief statement—and I will be brief many 
people in the system do not presently realize that under existing law 
the Farm Credit Administration has the right to liquidate an asso- 
ciation. This new provision is not as some people would construe it. 
I think ultimately it will be passed. I think it is necessary, and it 
will be necessary only in those rare cases where you would have a 
national farm loan association passing out of the picture and all of 
the reserves and surplus would be received by one or a few indi- 
viduals. At present there would not be too much that we could do 
about it in the event of a liquidation. There is, perhaps, no immediate 
demand for the provision right now, but it would take care of that 
situation and a situation wherein it would be wise and expedient to 
merge that association with an adjacent association which is operat- 
ing ‘successfully. That was the purpose of it; it was put in simply 
as a tool whereby this might be accomplished if the necessity arose. 
Certainly, it was not to be used indiscriminately to compel mergers of 
NFLA’s as in the ordinary situation. 

Mr. Poacre. We have all gone through that in the consolidating 
of our rural schools. Nobody would contend today that you do not 
need consolidation of rural schools. But anyone is unfamiliar with 
the situation who believes you can consolidate without a great deal 
of criticism to doing so. I have never known of one of those school 
consolidations that did not cause trouble, and I think you are faced 
with somewhat the same situation. 

Mr. Epwarps. These were discussed at the district directors’ con- 
ference. We on the Board did not place too much importance on it, 
frankly. We do realize the fact that there was not a great deal of 
publicity given to it. It was just one of the features of this proposed 
legislation. which we on the Board thought was necessary, but since it 
is misunderstood and since there is objec tion to it, we respectfully re- 
quest that it be deleted. 

Mr. Poacer. I assumed that was the reason. 

Mr. Epwarps. And in conclusion, may I merely say that the Federal 
farm credit system exists for one purpose and one only—to furnish 
the best credit service possible to farmers and their cooperatives at 
the most favorable interest rates consistent with sound lending prac- 
tices and the cost of loan funds. We believe that the legislation rec- 
ommended by the Federal Board and enacted by the Congress has 
contributed materially to this end. H.R. 5740 will, in our opinion, 
further this basic objective. We therefore urge enactment of the bill, 
subject to the amendment requested. 

It is a pleasure to be given this opportunity. We appreciate the 
courtesy in enabling us to come in and testify while we are here this 
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week. We have just finished the Federal Board meeting. And some 
of the Board members are here with me this afternoon. 

Mr. Poacr. We appreciate your coming in and giving us the bene- 
fit of your observations on this because I think I speak for all of 
the committee when I say that the farm credit program has func- 
tioned to the benefit of the borrowers. We believe it is doing a grand 
work We are glad to encourage a policy that makes it more respon- 
sive to the borrowers. We believe it is all in keeping with the general 
policy that the committee has been working on for a long time. We 
do apprec iate your being here. 

Mr. Enwarps. Thank you, sir. 

Mr. Poacr. Are there any questions ? 

If not, we again thank you. 

Mr. Epwarps. Thank you very much for the pleasure. 

Mr. Poacr. Governor Tootell is the next witness. 

We will be glad to hear ‘you. 


STATEMENT OF R. B. TOOTELL, GOVERNOR, FARM CREDIT 
ADMINISTRATION 


Mr. Tooreii. I am very glad for the opportunity to appear before 
your committee and to discuss H.R. 5740 and the two companion bills, 
TLR. 5929 and H.R. 5979. 

I have with me certain members of the staff of the Farm Credit Ad- 
ministration: Mr. John Bagwell, our General Counsel, who, I believe, 
is known to the members of this committee; and Mr. Fred Gilmore, 
who is Director of the Land Bank Service, and Deputy Governor of 
the Farm Credit Administration, whom I would like to have sit up 
here with me. 

We also have Mr. Bushnell, who is our chief of appraisals, and 
Mr. Moore, who is our personnel officer, on whom we may have 
to call for answers to technical questions. 

Mr. Poacr. Do you have members of the Board present whom you 
would like to present 

Mr. Tooreiy. I will be very happy to introduce them. First, is Mr. 

sriggs, from the Louisville district ; Mr. Glenn Boger, from the Balti- 

more district, who is a native Pennsylvanian; Mr. Edwards, from 
Florida; and Mr. Frank Stubbs from your State, Congressman Poage ; 
and then Mr. Golden Fine, from California; Mr. Louis Ritter, from 
Arkansas; and those are all of the members of the Federal Farm 
Credit Board who are here this afternoon. 

Mr. Poacr. Thank you. 

Mr. Tooreny. I havea penne statement of which I would like to 
submit the first 10 pages, sir, for the record. 

Mr. Poacr. Without objection it will be included in the record. 

Mr. Tooretn. And I would comment just briefly on a few items that 
are involved in those 10 pages, and then for the remainder, I would 
propose to read that because it gets into a rather detailed discussion of 
the provisions of the legislation. 

Before doing that, however, I would like to call attention to this or- 
ganization chart which the members of your committee have before 
them. This cooperative farm credit system of ours is a complicated 

39407—59——4 
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one but it seems to me that this chart does help to clarify and give 
a picture of it. 

You will notice over here on the far left, it indicates really four 
levels. The first level is the Farm Credit Administration level here 
in Washington, at which we have the Federal Farm Credit Board of 
13 members that Mr. Edwards described, then the Governor and his 
staff. Down under this block that shows the Deputy Governor, and 
these service divisions, we have indicated three different directors of 
services. First, the co-op bank service, and secondly, short term credit 
service which means the intermediate credit bank and production 
credit. And then on the right the land bank service of which Mr. 
Gilmore is the director, in addition to being a Deputy Governor. 

Then at the next level we have the farm credit banks, in each of 
these 12 districts; the banks for cooperatives, the Federal] interme- 
diate credit banks and the Federal land banks. 

Then at the next level the associations. First, the farmer coopera- 
tive associations that borrow from the 12 district banks for coopera- 
tives; then the production credit associations, and other financing 
institutions that borrow or discount with the Federal intermediate 
credit banks, and then on the far right the national farm loan asso- 
ciation through which Federal land bank loans are made. 

And then we come down to the real grass roots here, the farmers 
and ranchers who use these banks and associations. 

As to the comments that I have filed for the record, I would em- 
phasize that the Farm Credit Administration is a small independent 
agency of the Federal Government that has the responsibility for the 
supervision of these district banks and associations. The Federal 
Farm Credit Board which Mr. Edwards spoke about is a part-time 
policy making board which meets ordinarily six times a year here 
in Washington. 

While the Federal Government capitalized all three farm credit 
bank systems, and the production credit associations in the first place, 
there is a provision, either initially or subsequently, for retirement 
of the Government capital and for farmer ownership. But from the 
outset provision has been made for obtaining loan funds by pooling 
the credit of individual farmers and enabling them to go to the money 
markets of the country and to compete with commerce and industry 
for loan funds. 

This past year has been our outstanding example of success, I be- 
lieve, in doing that. In the year 1958, this cooperative farm credit 
system of ours loaned to the farmers and their cooperatives $3.4 bil- 
hon. In some ways an even more notable achievement was had in 
1957 when they loaned $2.9 billion to farmers and their cooperatives 
despite the fact that that was a very tight money year. Traditionally, 
farmers have not done so well in those years in competing for loan 
funds. No farmer during the recent tight money period was denied 
credit by any of the farm credit banks or associations because of a 
lack of loan funds. If he was denied credit it was because in the 
judgment of the association or the bank he did not have a credit- 
worthy project, at least in the amount that he was asking for. 
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Mr. Edwards pointed out to you that the Federal land banks back 
in 1947 achieved complete member ownership. Since that time they 
have been owned by the farmers who use them. 

The production credit associations which came into being in 1933 
and in which the Federal Government had invested $90 million at 
the outset have retired all but $4 million of that Government capital. 

The banks for cooperatives are making substantial and systematic 
progress in their retirement of Government capital. 

(The organization chart is as follows :) 
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Mr. Tooreitt. That takes me, Mr. Chairman, to the top of page 10 | 


in my testimony, beginning with the first full paragraph. 

Mr. Poacr. Mr. Johnson has a question. I think it might be well to 
now ask any general questions as I take it you are now going to take 
up the details of the bills. 

Mr. Tooretn. Yes. 

Mr. Poacer. You have been discussing the Farm Credit Administra- 
tion. Some of the newer members on this subcommittee, as you know, 
may not have the same comprehension of this thing as those who have 
served longer. I don’t know that I have, although I have been here 
a good many years. I thought maybe if they wanted to ask some 
general questions on the general organization this would be an appro- 
priate time to do it. We intend to take up the details at a later time, 

Mr. Tooretu. Yes, sir. 

Mr. Jounson. My question is in regard to Federal land banks, 
From experience I have had—and I used to sell real estate before I 
came to Congress—I noticed the trend of the Federal land banks to be 
more conservative than the local banks on loans than it used to be. Is 
that general or is that just over in the area of Wisconsin that I rep- 
resent ¢ 

Mr. Tooreti. Congressman Johnson, that observation, I believe, 
would have been accurate rather generally throughout the United 
States 4 or 5 years ago. 

Mr. Jounson. This particular case happened in 1957. 

Mr. Toorety. In 1957? 

Mr. Jonnson. Yes. A farm was valued at $8,000, by the owner and 
others, the price was reduced to $6,000, for cash sale, and the Federal 

land banks offered $2 2,500 on the first mortgage. A local bank took the 
first mortgage for $3,000. 

Mr. Tooreti. Well— 

Mr. Jonnson. A Congressman happened to be the party asking for 
the first mortgage. 

Mr. Toorett. Well, of course, one does not want to generalize from 
a few specific cases. That one sounds like a horrible example. 

Mr. Jonnson. I thought my credit was good; it was all right with 
the local banks. 

Mr. Tooretn. Twice since the Federal Farm Credit Board came into 
existence in the fall of 1953 the Farm Credit Administration has, 
working with the Federal land banks, raised the level of the basis for 
determining normal agricultural value on which Federal land bank 
loans are made. The intention of the land banks in appraising for 
their loans is to determine a value which they believe will hold up and 
be justified by earnings of the property over a long period of years. 

Mr. Jounson. Let me get that. 

Mr. Toorety. The objective of the land banks and of the farm credit 
system in appraising farms for mortgage loans is to establish what we 
call normal agricultural value which is intended to be a value that will 
hold up and be justified by earnings of the property over a period of 
years. 

Since the actual valuation that is placed on a property is a matter 
of opinion, why there are differences, certainly, in opinion. 
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By and large today the value which land bank appraisers are plac- 
ing on farms across the country will average out close to 70 percent 
of ‘the current market price. 

Mr. Jounson. It did not in my case. 

Mr. Poace. May I inject? Mr. Johnson’s place was pretty well 
improved. The local bank put a great deal more of importance on 
the improvements than you did. 

Mr. Jounson. I might say at that point the value of the building 
was as much as was paid for the property. The fire and wind in- 
surance is over $6,000, and you could not replace them for what the 
farm was bought. 

Mr. Tooreny. Very often a loan which the land bank will offer will 
not be equivalent to the current value of the buildings if the land 
that goes along w ith it and on which the farm primar ily depends for 
its earnings is, perhaps, not balanced out with the buildings. 

Mr. Jounson. It was balanced out. 

Mr. Tooreii. How large an acreage was this? 

Mr. Jonnson. 240 acres. 

Mr. Toorety. 240 acres / 

Mr. Jounson. Yes. It was a farm that had been rented out for a 
long per iod of years. This farm could have been built up. 

Mr. Tooret.. I am not sure that I could appraise the farm if I saw 
it, but I know I cannot from here. 

Mr. Jounson. I did not ask for a current appraisal. 

Mr. Tooretn. Yes. We are faced with this dilemma in the land 
bank system of undertaking to have loan values that will be high 
enough to be of service to the farmers without leading an inflation 
procession in land values. 

Mr. Jomnson. This was not on inflationary values the farm was 
purchased for, and I believe others in the community would have paid 
more if they had known it was for sale. 

Just for the record, the Congressman was buying it for a farm boy 
who is a special friend and then sold it back to him on a land contract. 
I have plenty to do here, and when I sold my farm in 1951, I said I 
would let them do the farming and I would practice law. Farming 
was not the place for a man in the city. 

Mr. Tooreii. I am sure that yours was not. I am speaking gen- 
erally on this. And generally, across the country, our values today 
for loan purposes, as I said before, approximate 70 percent of the 
current market value, and then our loans may not exceed 65 percent 
of that value. 

Mr. Jounson. They would not lend even 50 percent in this case. 

Mr. Toorru. I don’t believe I am able to give you any better an- 
wer that that to your question, sir. 

Mr. Poacr. Are there any further questions on the general subject / 

Mr. Jounson. I want to ask one further question. “W ould you say 
as to the estimation, as to the values, whether it has increased ? 

Mr. Tooreiy. The level of values, sir, was increased in late 1954 
by something averaging close to 30 percent over what had been. And 
then it was increased again in 1958—in the summer of 1958, I would 

say—by an average of something close to 20 percent. W ould that 
be right ? 

Mr. Gitmorr. Very close, 
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Mr. Toorert.. So that by and large, for the country as a whole, 
the loan values of the Federal land bank today will average out a 
strong 50 percent more than they would in 1953. 

Mr. Jonnson. That is all. 

Mr. Poacer. If there are no general questions, you may proceed, 
gy Toorexy. I will continue, then, to discuss the provision of the 

lil, 

Title I of the bill has as its principal purpose the transfer from 
the Farm Credit Administration to the Federal land banks of the 
responsibility for making appraisals of farm properties offered as 
security for Federal land bank loans. <A step in this direction wag 
taken upon enactment of the Farm Credit Act of 1955, which au- 
thorized the designee appraisal program of the land banks. Prior 
to enactment of the 1955 act, a Federal land bank could not make a 
loan until the farm offered as security was appraised by an appraiser 
appointed by the Farm Credit Administration (called land bank ap- 
praiser). Under the designee program authorized by the 1955 act, 
a land bank may, with the approval of the Farm Credit Adminis- 
tration, make loans on the basis of an appraisal by a person desig- 
nated by the land bank for that purpose. Generally, the person so 
designated is the secretary-treasurer of the local national farm loan 
association with whom the loan application is filed or some employee 
of the bank qualified to do that type of work. The law provides that 
loans so made may be used as collateral for Federal land bank bonds, 
but a written report on the security by a land bank appraiser em- 
ployed by the Farm Credit Administration must be obtained within 
1 vear. Thereafter, the loan cannot be carried as bond collateral for 
more than 65 percent of the normal agricultural value of the security 
as established by such land bank appraiser. Furthermore, if the 
report of the land bank appraiser shows that the security does not 
meet the standards prescribed by the Farm Credit Administration 
for a land bank Joan, the loan may no longer be carried as bond 

ral in any amount. 
fo the terms of the bill, the Federal land banks would be 
authorized to make loans on the basis of appraisals by persons ap- 
pointed or designated by the banks for that purpose. The bill would 
repeal the present requirement that each land bank loan must he 
supported by an appraisal by a land bank appraiser employed by the 
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Farm Credit Administration made either before or after the loan is 
closed. Thus all responsibility for making appraisals would be trans- 


ferred from the Farm Credit Administration to the Federal land 


banks. The Farm Credit Administration, however, would continue 


to establish appraisal standards for land bank loans and ascertain 
that such standards are followed. A loan made on the basis of an 
appraisal by a person appointed or designated by a Federal land bank 
could be used as collateral for Federal land bank bonds and no second 
appraisal would be required. However, if a loan upon review is found 
not to conform to appraisal and loan standards prescribed by the 
Farm Credit Administration, it would not. be credited as bond col- 
lateral except in such amount as the Farm Credit Administ ie 
might approve. Also, the bill provides a means for the Farm Credit 
Administration to withdraw the authority for a land bank to be 
responsible for the making of appraisals and appraisal standards 
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studies should circumstances arise that would make it advisable for 
the Farm Credit Administration to reassume that responsibility. This 
could be applied to part or all of the appraisals for loans made by 
one or more of the land banks, if deemed necessary. 

The bill would also transfer to the Federal land banks a staff of 
some 230 appraisers now employed by the Farm Credit Administra- 
tion. Some 36 other appraisers would be retained by the Farm Credit 
Administration to establish appraisal standards and make reviews 
and investigations concerning compliance with appraisal standards 
and the quality of first mortgages securing Federal land bank bonds. 
The appraisers so retained would be known as farm credit appraisers. 

Section 103 of the bill would authorize the transfer of the appraisers 
to the land banks. It is the intent of the language of this section to 
give the Farm Credit Administration authority to select the ap- 
praisers who are to be transferred and those who are to be retained 
without regard to the provisions of any other laws relating to the 
transfer or separation of Federal employees. This discretion is con- 
sidered necessary because of the change in nature of the duties of the 
relatively small staff of appraisers to be retained by the Farm Credit 
Administration. Much of the success of the new method of operation 
on appraisal matters will depend upon the ability of the farm credit 
appraisers to obtain the cooperation of the land bank appraisal staffs 
in following uniform appraisal standards in making appraisals for 
loans, so that the Farm Credit Administration will not have to invoke 
measures to enforce compliance with its standards. For this purpose, 
the Farm Credit Administration will select for retention those of its 
present staff of appraisers who have demonstrated that they have the 
qualifications to perform the new type of duties as farm credit 
appraisers. 

It is the intent of section 103 also that each appraiser shall have 
credited to his leave account in the land bank to which transferred 
all the annual and sick leave credits in his Farm Credit Administra- 
tion leave account as of the date of transfer. Thereafter, the ap- 
praiser would be subject to the leave regulations of the bank to which 
transferred. 

Section 103 would require that each transferred appraiser be trans- 
ferred at his salary rate current at the time of the transfer. It is 
the intent also to apply to the appraiser thereafter the salary regu- 
lations applicable to other bank employees, including any adjustments 
that would be appropriate in any change of duties or responsibilities, 
or as a reward for efficiency and length of service. The appraisers 
transferred to the banks wold not thereafter have competitive civil 
service status in their bank positions. 

The Federal land banks have been engaged in the farm loan busi- 
ness for more than 40 years. We believe that the banks have now 
gained enough experience in sound lending practices to assume re- 
sponsibility for directing the making of appraisals for loans, under 
standards established by the Farm Credit Administration, as a part 
of their management function. Thus, the bill would carry out further 
the policy of the Farm Credit Act of 1953 to encourage and facilitate 
increased borrower participation in the management of the banks 
and local associations. 
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Title I of the bill also contains a few additional amendments to 
existing law. 

The law now provides that no Federal land bank bonds shall bear 
a rate of interest in excess of 5 percent per annum. From the spring 
of 1955 to the fall of 1957, the Federal land banks had to pay in- 
creasingly higher interest rates on successive issues of their bonds. 
The highest rate paid was on an issue sold for delivery on October 1, 
1957, at a net cost to the banks of 4.89 percent. Interest rates then 
declined rapidly for a number of months but are now again showing a 
substantial increase. The most recent issue of Federal land bank 
bonds was sold on March 10, 1959, at a net cost of 4.39 percent for 
9 year bonds. If the cost of funds in the money market should ex- 
ceed the 5 porpeat legal limit for Federal land bank bonds, and this 
appears to be a distinct possibility, the land banks would not be able 
to sel] their bonds to refund maturing issues or to obtain the neces- 
sary funds to meet farmers’ demands for new loans. Consequently, 
we feel compelled to ask that the 5 percent interest rate limit ap if 
cable to Federal land bank bonds be removed. This change in the oe 
will not result in farmers having to pay higher interest rates. It 
simply will enable the land banks to remain in a position to serve 
their real estate credit needs. 

Interest rates charged on Federal] land bank loans necessarily must 
be sufficient to cover the cost of the loan funds to the banks and oper- 
ating expenses. The banks must increase the interest rates charged 
on new loans as the cost of loan funds increases. Because of the sharp 
decline in interest rates on Federal land bank bonds in the latter part 
of 1957 and the first part of 1958, most of the land banks reduced 
their interest rates on loans during the early months of 1958. Within 
recent months, however, two of the land banks have had to increase 
their interest rates and, at the present time, five of the banks are mak- 
ing loans at 514 percent and the other seven at 5 percent. We, there- 
fore, ask that the 6 percent interest rate limit on land bank loans also 
be removed. The removal of this limitation would, of course, have 
no effect upon the interest rates charged on loans now outstanding. 
lt would also not increase the rates on new loans but would enable 
the banks to do so if the cost of money in the future should require an 
increase. The bill would also not disturb other provisions of law 
under which loan interest rates generally are subject to the approval 
of the Farm Credit Administration. 

Under present law, the amount of land bank loans to any one bor- 
rower is limited to $200,000 and loans exceeding $100,000 must have 
the approval of the Farm Credit Administration. The bill would 
amend the law to remove the $200,000 maximum loan limit but would 
make no change in the requirement that any loan exceeding $100,000 
must be approved by the Farm Credit Administration. With the 
increase in mechanization of agriculture, farms are becoming larger 
and the total investment per farm is also increasing. Some farmers 
now need long-term loans in excess of $200,000, particularly in timber- 
farming areas, and they would find the land bank loans with favorable 
interest rates and repayment terms helpful. The proposed amendment 
would enable the land banks to serve the constantly increasing number 
of enlarged farms. 

I should add that the experience of the land banks in making loans 
to operators of the larger farms generally has been favorable, since 
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such farms usually are operated efficiently and the security is ade- 
quate. There is the further fact that the cost of servicing per $100 is 
proportionately less on the larger loans, and expansion of the service 
of the banks to include more large operators should increase the earn- 
ings of the banks and thereby benefit all land bank borrowers. I am 
sure you realize that interest earned on many of the smaller loans is 
not sufficient to pay the cost of handling them. The larger loans help 
to carry many small loans in the $1,000 to $3,000 classification. 

Mr. McInvire. I should like to inquire if you would put into the 
record at that point what the average loan is now—do you have that 
figure ¢ 

Mr. Toorent. We would be happy to do that. I believe Mr. Gil- 
more might be able to give it to us right now. It closed this last year 
at what ? 

Mr. Gitmore. The average loan closed in 1958 was $10,400, give 
or take a few dollars. The average loan on the books, that is, average 
loan outstanding, is approximately $5,700, give or take a few dollars. 

Mr. Poace. Put in also how many over $100,000 we have outstand- 
ing—can you put that in, too? 

Mr. Giumore. The number of loans above $100,000 we have out- 
standing is 503. That is the last figure. 

Mr. Jounson. Do you have that by States? 

Mr. Gitmorr. We can get that. 

Mr. Jomnson. I would like to have that. 

Mr. Grumore. We do not have it here. 

Mr. Tooreiy. I would say this, offhand : I believe the greatest num- 
ber of them probably are in the State of Georgia and are on timber 
farms. 

Mr. Jounson. Is that where most of the loans are located —— 

Mr. Tooret.. Timber farms. 

Mr. Jonnson. On timber farms? 

Mr. Tooret.. I would not want to say “mostly” on them, but I would 
think more than on any other single class of farms. 

Mr. Jonnson. If you have that by States, I would like to have it. 

Mr. Tooret.. We will be glad to furnish that for the record. 

(The information is as follows:) 


Number of loans closed exceeding $100,000 since enactment of the 1955 Farm 
Credit Act through Dec. 31, 1958, by districts 


Number 

District of loans 
Springfield (Maine, New Hampshire, Vermont, Massachusetts, Rhode Island, 

Connecticut, New York, and New Jersey) --------.-------.--..--.__... 11 


Baltimore (Pennsylvania, Delaware, Maryland, Virginia, West Virginia, 


Pomw Bico, and Disttict Gr COmsaDIA) al asc hse tieenedaaedsidedetbeks 13 
Columbia (North Carolina, South Carolina, Georgia, and Florida) ._-- 43 
Louisville (Ohio, Indiana, Kentucky, and Tennessee) ___...-______________ 27 
New Orleans (Alabama, Mississippi, and Louisiana) _._....._____________ 82 
St.-Louis -(Tilinois, Missouri, and ArkANSGS) 6 4 nig clin cei bpinnnemnsiocaweles 31 
St. Paul (Michigan, Wisconsin, Minnesota, and North Dakota)__._________ 4 
Omaha (Iowa, South Dakota, Nebraska, and Wyoming) ..._._________._ 36 
Wichita (Kansas, Oklahoma, Colorado, and New Mexico) ____-___________ 31 
Reese A GRROT an Sirsa bi wei a i did ki buke ciel Os Stee Lhe OF 
Berkeley (California, Nevada, Utah, and Arizona) —..._..-_.._____-...__. 137 
Spokane (Montana, Idaho, Washington, and Oregon) _____________________ 44 

POCA ested ddl cidiicsmindddihe alghatasbalidthnisdeeh hae abana bid ccier dboesnshaiastoetbohouted 508 


89407—59———_5, 
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Mr. Toorett. The Federal Farm Loan Act requires that Federal 
land bank loans shall be repaid under an amortization plan provid- 
ing for a fixed number of annual or semiannual installments. Thus, 
under present law, a borrower must make an installment payment 
on his load at least once each year. The bill would amend existing 
law to permit the land banks to make loans on an unamortized or 
partially amortized basis under rules and regulations issued by the 
Farm Credit Administration. 

Generally, amortized loans are considered to be in the best interest 
of both borrower and lender. However, some land bank borrowers, 
after paying down their loans to a point, would prefer to use their 
income for farm improvement or other expense. Also, in some in- 
stances, older borrowers would prefer to have a certain amount of 
debt against their farms and to use the money for living expenses 
which would otherwise go to reduce the debt. There are other farm- 
ers, some of whom are engaged in timber production, whose income 
during certain periods is insufficient to make both interest and regular 
installment payments on their loans. Then there are still others who, 
like many business concerns, prefer to carry on their normal opera- 
tions with a certain amount of mortgage indebtedness against the 
farm. The land banks could better serve the needs of all these farm- 
ers if they were authorized to make unamortized or partially amor- 
tized loans. It is expected that the banks would use this authority 
only in special situations such as those described and they would 
not be permitted to do so in any case if there would likely be a de- 
terioration in the security for the loan. Furthermore, the authority 
of the banks to make unamortized or partially amortized loans would 
be subject to close supervision by the Farm Credit Administration 
under authority given in the bill specifically to issue rules and regu- 
lations relating to such loans. 

A borrower from a Federal land bank is required to subscribe for 
shares of stock in the national farm loan association through which 
the loan is made in an amount equal to 5 percent of the face amount 
of the loan. The law provides that the loan may include an amount 
necessary to pay for the required stock, but the additional sum for 
the purchase of the stock must not permit the loan to exceed the 
limit of 65 percent of the normal value of the farm offered as se- 
curity, a limit applicable generally to all land bank loans. Under 
the terms of the bill, the additional sum for the purchase of stock 
could be over and above the 65-percent limitation. 

Farmers generally understand that they may borrow up to 65 per- 
cent of the normal value of their farms to meet their needs, but they 
often do not understand why the sum to purchase stock in the na- 

‘tional farm loan association must be deducted from the amount of 
the loan, particularly since the stock is required to be held by the 
association as collateral security for the repayment of the loan. The 
amendment proposed in the bill would remove the basis for this mis- 
understanding on the part of farmers and eliminate a constant source 
of embarrassment to the banks and associations. The slight increase 
in the amount loaned to 68.25 percent of the normal value would not, 
in our opinion, affect the continued sound operation of the Federal 
land banks and national farm loan associations or the adequacy of 
the collateral pledge for bonds issued by the land banks. 
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Section 104(e) of the bill would authorize the Farm Credit Admin- 
istration to consolidate or merge two or more national farm loan 
associations without the approval of the associations involved. Since 
the bill was submitted, we have received a number of objections which 
indicate that the associations do not fully understand the reasons 
for the inclusion of this ee in the bill. It now appears that 
this provision was not adequately explained to the associations and 
that further consideration of it is necessary. Therefore, the Federal 
Farm Credit Board, at its meeting this week, instructed me to re- 
quest the committee to delete section 104(e) from the bill. I hope 
that the committee will grant this request. 

The bill would also change the name of the national farm loan as- 
sociations to “Federal land bank associations” and the title of the 
secretary-treasurers of these associations to “managers.” Although 
the Federal land banks have been making loans through local 
national farm loan associations for more than 40 years, there are 
many farmers who do not yet identify the associations as the source 
for loans of the Federal land bank system. We believe that the change 
in the name of the associations will help correct this situation and 
result in improved public relations. The title “secretary-treasurer” 
for the person in charge of the association office is outdated. Such 
a person is in fact the managing officer of the association and we 
recommend that the title be changed accordingly. 

I should also mention an amendment in the bill relating to short- 
term credit. We propose the addition of a sentence to section 23 of 
the Farm Credit Act of 1933, as amended, to make clear that the 
production credit associations may charge such rates of interest on 
their loans as are authorized by the Federal intermediate credit bank 
of the district. It is intended that the associations would not be 
limited by the maximum interest rates allowed under the laws of the 
State in which they operate. We have never understood that the 
banks and associations of the farm credit system are bound by the 
maximum interest rates allowed under State laws, but, in view of the 
present language of section 23 of the Farm Credit Act of 1933, it 
seems advisable to make this clear in the case of the production 
credit associations. 

Title II of the bill concerns primarily matters relating to person- 
nel of the district banks and the central bank for cooperatives. The 
Farm Credit Act of 1953, you will recall, declared it to be the policy 
of Congress to give borrowers greater participation in the manage- 
ment of the banks. This bill would further that policy by giving the 
board of directors of each bank authority to employ personnel and 
to determine their compensation and other conditions of employment 
independent of most of the laws relating to Federal employees gen- 
erally. There would, however, be no change in the present law which 
makes the compensation of all land bank employees, and the employ- 
ment of most of them, subject to the approval of the Farm Credit 
Administration. Although the law does not specifically make the 
employment of Federal land bank employees subject to Farm Credit 
Administration approval, bylaws of the banks must be approved by 
the Governor of the Farm Credit Administration and a standard by- 
law provision makes all such employments subject to the approval of 
the Farm Credit Administration. Thus, under the terms of the bill, 
the banks would have greater independence in personnel manage- 
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ment, but there would continue to be Federal supervision over all the 
banks and their personnel by reason of the general supervisory 
authority of the Farm Credit Administration over the banks and 
the specific authority vested in the Farm Credit. Administration to 
approve employment and compensation of bank employees. 

In addition to giving the banks greater authority in the field of 
personne] management, the bill would also clarify the status of these 
banks and their employees in relation to certain laws which apply 
generally to the United States and its employees. In a recent opinion 
dealing with the application of a special leave statute to district bank 
employees, the Comptroller General of the United States observed that 
the status of the officers and employees of the banks, in relation to laws 
generally applicable to Federal employees, has long been a vexing 
question. He, therefore, suggested that the status of the bank em- 
ployees, in relation to all such statutes, should be resolved by legis- 
lation. 

There are, of course, a number of Federal laws relating to the 
United States and its employees which clearly do not now apply to 
the farm credit banks and their employees. This is because they are 
specifically exempt or because the particular law applies only to Gov- 
ernment. owned or controlled corporations. For example, bank em- 
ployees are exempt from the Classification Act of 1949, the Travel 
Expenses Act of 1949, the Annual and Sick Leave Act of 1951, and 
the Federal Employees’ Group Life Insurance Act of 1954. 

Bank employees are not in what is usually known as the competitive 
or classified civil service. They are in schedule A of the excepted or 
unclassified civil service by action of the Civil Service Commission, 
pursuant to authority given the Commission to grant exceptions from 
the competitive civil service. This exception extends until July 31, 
1961, for the express purpose of providing an opportunity for con- 
sideration of clarifying legislation. We understand that if this bill, or 
similar legislation, is not enacted before the present exception from the 
competitive civil service expires, the Civil Service Commission will 
make a determination as to whether or not district bank employees are 
Federal employees. We believe that a matter of this importance 
should not be resolved by administrative determination, but by legis- 
lation. 

If the district bank employees should be held to be non-Federal by 
the Civil Service Commission, they would no longer be covered by the 
Civil Service Retirement Act and this would be inequitable to existin 
employees, most of whom have been under civil service retirement ont 
made contributions to the retirement fund since 1942. On the other 
hand, if the Civil Service Commission should hold that these employ- 
ees are Federal and consequently place them in the competitive civil 
service, it would significantly reduce rather than increase borrower 
participation in the management of the banks and be contrary to the 
objectives and policy of the Congress as stated in the Farm Credit Act 
of 1953. We believe that holding steadfast to this policy provides the 
best. assurance that borrowers in this cooperative credit system will 
continue their successfull efforts toward retirement of all Government 
capital and full ownership of the system. The management of these 
employees would, of course, continue to be federally supervised by 
the Farm Credit Administration as required under present law and 
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the provisions of this bill. It should be remembered that the banks 
are not lending Government funds, as their loan funds are obtained 
almost entirely from the sale of their bonds and debentures to the in- 
vesting public. These securities are not guaranteed either as to prin- 
cipal or interest by the Government. Similarly, salaries and other 
expenses of the banks are paid from earnings of the banks and not 
from appropriated funds. 

The principal provisions of title II of the bill may be summarized 
as follows: . 

1. The board of directors of each bank would be given specific 
authority to employ personnel and to determine their compensation, 
retirement, and other conditions of employment without regard to 
the laws generally applicable to employees of the Federal Govern- 
ment, except as noted below. All of these actions, however, would 
be subject to the approval of the Farm Credit Administration which 
exercises broad supervisory powers over all components of the farm 
credit system. 

2. With certain exceptions noted below, the following laws would 
not apply to the banks and their employees after the effective date 
of title IT of the bill: 

(a) Civil service laws: This would include the basic statute en- 
acted in 1871, which authorizes the President to issue regulations for 
the admission of persons into the civil service of the United States, 
and the various civil service laws which have been enacted since then, 
including the act of January 16, 1933, the Lloyd-La Follette Act 
(which prohibits removal or suspension of employees from the com- 

titive service except for cause), the Rams ome Act (which author- 
izes the President to blanket employees into the competitive civil serv- 
ice by Executive order), and the so-called Whitten amendment (which 
established certain personne] ceilings). As indicated earlier, bank em- 
ployees are excluded from some of these laws but only because of the 
action of the Civil Service Commission in putting them in the ex- 
cepted service. 

(6) Federal Employees’ Compensation Act: This is a law which 
provides compensation for civilian employees of the Government who 
are injured in the performance of their duties. It also provides com- 
pensation to survivors of such employees who are killed in the per- 
formance of their duties. If this bill is enacted, each bank would pro- 
vide employees with this type of protection by means of insurance 
with private companies. The Sealer earried this type of msurance 
before their employees were considered to be covered by the Federal 
program and the Farm Credit Administration would require the 
banks which dropped such private insurance to obtain new policies. 

(c) Hatch Act and the Veterans’ Preference Act: Although these 
laws would not longer apply to bank employees, the bill expressly 
requires the district farm credit boards, under rules and regulations 
prescribed by the Farm Credit Administration, to provide for vet- 
erans’ preference and limitations against political activity for bank 
employees substantially similar to the preference and limitations 
which now apply to those employees. Thus, under the terms of the 
bill, the bank employees would still have veterans’ preference and be 
required to refrain from political activity, but the Farm Credit Ad- 
ministration rather than the Civil Service Commission would be 


the administering agency. 
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(d) Civil Service Retirement Act, except as to employees covered 
by such act on December 31, 1959: Except for a few employees, such 
as those with temporary appointsments, all employees of the banks are 
now under the Federal civil service retirement program. 

The bill provides that these employees shall stay under the Fed- 
eral program but that new employees, that is, those employed after the 
effective date of title IT of the bill, shall be covered under a retirement 
plan to be developed by the banks in each district and also under social 
security. wt 

We believe that present employees who are covered under civil serv- 
ice retirement should continue under that system, since most of them 
have been so covered for many years and it would be inequitable to 
make a change at this time. We estimate that within 10 years most 
of the approximately 1,600 bank employees now covered by civil serv- 
ice retirement will have retired, and that within 20 to 25 years prac- 
tically all employees in each district would be under the district re- 
tirement plan and social security. Each district retirement plan 
would have to be approved by the Farm Credit Administration and 
the districts are expected to be ready with such plans before the effec- 
tive date of title II of the bill. 

(e) Federal Tort Claims Act: This act provides the procedure for 
prosecution of claims against the Government arising out of negli- 
gence on the part of Government employees. There is a question 
whether this act now applies to employees of the district. banks, but 
we think it should be made clear that it does not. If title II of the 
bill is enacted, the banks will be required to carry adequate insurance 
to protect themselves against claims of this type. 

The district banks already carry automobile liability insurance, and 
it would be the responsibility of the Farm Credit Administration to 
see that each bank obtains adequate insurance to cover hazards of 
this kind. 

(f) Federal Employees Pay Act of 1945 as it relates to hours of 
duty, the workweek, and premium pay for overtime and night and 
holiday work: The banks would become subject to the Fair Labor 
Standards Act upon enactment of the bill, and any such work in the 
districts would be subject to the minimum and overtime pay provi- 
sions of that act. 

(7) Federal leave laws: The district bank employees are now ex- 
empt. from these laws, except that the Comptroller General has held 
that they are subject to the provisions relating to transfers of leave 
and leave payments upon separation from the Federal service. The 
bill would expressly exempt them from all provisions of these laws. 

3. Title II of the bill would amend the Social Security Act and the 
Federal Insurance Contributions Act to provide that persons em- 
ployed by the district banks after the effective date of the bill would 
be covered by social security. As indicated earlier, such employees 
would also be covered under a retirement plan which each district 
would be required to establish for those employees not covered by 
civil service retirement. 

4. Title II provides that future acts of Congress dealing with Gov- 
ernment agencies and Government employees would not apply to the 
district banks or their employees unless such acts specifically so 
provide. 
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The purpose of this provision is, of course, to avoid as to future 
legislation the difficulty we now have in trying to determine whether 
certain laws apply to district bank employees. 

5. The bill Soule not exempt employees of the district banks from 
any of the Federal criminal laws or Federal laws and regulations 
relating to loyalty or security which now apply to them, The lan- 
guage of the bill states that no such change is intended or to be implied. 

The provision of title II of the bill relating to the district banks 
and their employees apply also to the central bank for cooperatives 
and its employees. 

The district farm credit banks were incorporated to avoid many of 
the operating difficulties inherent in a straightline Government lend- 
ing operation. Like other corporations, each of these banks is under 
the management of a board of directors with day-to-day operations 
carried on by officers and employees appointed by the board. 

Hiring of personnel and the determination of conditions of em- 
ployment are appropriate functions of management. We believe, 
therefore, that consistent with the policy of the Congress, as set out 
in the Farm Credit Act of 1953, and the nature of the organizations 
involved, district bank personnel should be exempt, to the extent pro- 
posed, from the civil service and other laws applicable generally to 
the Federal Government and its employees. 

It is our belief that such an exemption will facilitate the operation 
of the banks in the interest of better credit service to farmers. It 
will also result in substantial savings to these banks and thereby 
accelerate the retirement of Government capital. At the same time, 
the district bank employees would have essentially the same benefits 
under the terms of the bill as they now have under the laws which 
apply to them. The bill was discussed in each farm credit district 
and the farm credit board in each district has approved the bill. 

The Farm Credit Administration urges enactment of H.R. 5740. 

The Budget Bureau letter which authorized us to submit the pro- 
visions incorporated in title II of the bill requested that a copy of 
the letter accompany the submission to the Coadheen. Briefly, the 
letter stated that while the Bureau had no objection to the submission 
of the proposal, it should be made clear for the record that the Bureau 
does not support certain arguments made by the Farm Credit Ad- 
ministration in justification for the legislation. We assume a copy 
= the Budget Bureau letter will be made a part of the record of this 

earing. 

(The letter referred to and the statement entitled “Summary of 
H.R. 5740” follow :) 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BuREAU OF THE BUDGET, 
Washington, D.C., February 9, 1959. 
Hon, R. B. Toorett, 
Governor, Farm Credit Administration, 
Washington, D.C. 
(Attention of Mr. John C. Bagwell). 

My Dear Mr, Tooreti: This will reply to your letter of January 24, 1958, 
transmitting a revised draft of a bill to clarify the status of the Federal land 
banks, the Federal intermediate credit banks, and the banks for cooperatives 
and their officers and employees with respect to certain laws applicable gen- 
erally to the United States and its officers and employees, and for othe: 
purposes. In view of the precedents previously established by the Congress 
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with respect to these institutions and their employees, I am authorized to 
advise you that there would be no objection to the submission of the proposal to 
the Congress for its consideration. 

While we interpose no objection to the submission of the proposal to the 
Congress, it should be made clear for the record that the Bureau of the Budget 
does not support certain arguments advanced by the Farm Credit Administra- 
tion in justification for the legislation. Specifically, we are not persuaded 
that enactment of the proposed legislation is required to achieve the purposes 
of the Farm Credit Acts of 1953, 1955, and 1956, which provide for an increas- 
ing measure of borrower participation in the management of the Federal land 
banks, Federal intermediate credit banks, and the banks for cooperatives. It 
is our view that the proposed changes in the status of the banks’ employees 
raise important issues of public policy which should be considered entirely on 
their own merits. We also do not subscribe to the statement that the banks 
are “Federal for some purposes and non-Federal for others.” The banks are 
Federal instrumentalities and are described in the Government Corporation 
Control Act as “mixed-ownership Government corporations.” [Italic supplied.] 

It is requested that a copy of this letter accompany the submission of the 
draft bill to the Congress. 

Sincerely yours, 
Roger W. Jones, Acting Director. 


SUMMARY OF H. R. 5740 
(Farm Credit Act of 1959) 
TITLE I—FEDERAL LAND BANKS 


The provisions of title I of the bill are as follows: 

1. The primary purpose of title I is to transfer from the Farm Credit Admin- 
istration to the Federal land banks the responsibility for making appraisals of 
farm properties offered as security for land bank loans. Land bank appraisers 
who are not retained by the Farm Credit Administration as “farm credit ap- 
praisers,” for purposes of establishing appraisal standards and general super- 
visory functions, would be transferred to the Federal land banks. These ap- 
praisers would be transferred at the salary rates current at the time of transfer 
and without loss of any accumulated leave (sick or annual). 

2. Title I also contains these additional amendents: 

(a) It would repeal the statutory 5 and 6 percent interest rate limitations 
now applicable to farm loan bonds and Federal land bank loans, respectively. 

(b) The $200,000 maximum loan limit applicable to land bank loans would 
be repealed but loans exceeding $100,000 would continue to be subject to Farm 
Credit Administration approval. 

(c) The land banks would be given authority to make loans on an unamortized 
or partially amortized basis. 

(d) The Farm Credit Administration would be given authority to merge or 
consolidate two or more national farm loan associations without the approval 
of the associations involved, subject to such terms, conditions, and provisions 
as the Farm Credit Administration determined to be fair and equitable. 

(e) Sums loaned to purchase capital stock in national farm loan associations 
would be over and above the present loan limit of 65 percent of the normal value 
of the farm mortgaged. 

(f) The names “national farm loan association” and “secretary-treasurer” 
of such association would be changed to “Federal land bank association” and 
“manager,” respectively. 

(g) The additions which the land banks and the associations now make to 
their reserve accounts from earnings shall be made annually rather than semi- 
annually as required under existing law. 

3. Title I would become effective December 31, 1959. 


TITLE II—STATUS OF FARM CREDIT BANKS AND EMPLOYEES 


The principal provisions of title II of the bill are as follows: 

1. Authorizes the district farm credit boards to employ personnel and to 
determine their compensation, retirement, and other conditions of employment 
without regard to laws generally applicable to employees of the Federal Govern- 
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ment. ‘Title II specifically exempts the district banks and their employees from 
the following laws: 

(a) Civil Service laws, including the Lloyd-La Follette Act, the Ramspeck 
Act, and the so-called Whitten amendment ; 

(b) Federal Employees’ Compensation Act ; 

(c) Hatch Act and Veterans’ Preference Act, but the district farm credit 
board would be required, under rules and regulations prescribed by the Farm 
Credit Administration, to provide substantially similar veterans’ preference 
and limitations against political activity ; 

(d) Civil Service Retirement Act, except those employees covered by 
that Act on the effective date of the bill; 

(e) Federal Tort Claims Act; 

(f) Applicable provisions of Federal Employees Pay Act of 1945 (com- 
pensation for overtime and night and holiday work) ; 

(g) Government Employees’ Incentive Awards Act ; and 

(h) Applicable provisions of Annual and Sick Leave Act of 1951 (trans- 
fers of leave) and the so-called Lump-Sum Leave Payment Act. of 1944 
(leave payments upon separation from Federal service). 

2. Provides for social security coverage for employees of district banks em- 
ployed after enactment of the bill. 

3. Makes future acts of Congress relating to Federal agencies and their em- 
ployees in applicable to district banks and their employees unless such acts 
specifically so provide. 

4. Provides that nothing therein shall be deemed to amend or repeal any 
criminal laws or laws relating by loyalty and security which may now apply to 
employees of the district banks. 

5. Title II would become effective January 1, 1960. 

Mr. Poace. I think you have made it clear that what we are trying 
to do is recognize that these institutions are farmer-owned institutions 
and not Government agencies, and that the purpose of this legisla- 
tion is primarily to treat the institutions as farmer-owned institutions 
rather than agencies of the Federal Government. 

And by and large, I certainly find myself in full agreement with 
that. 

However, there is one place where it seems to me you completely run 
afoul of recognition of the nature of these things. I do not see why 
the State of Texas should not have the same right to apply usury 
rights to farmer-owned banking institutions as it has to apply them to 
the National City Bank or anyone else that does business in the State 
of Texas. 

Now can you tell me why you should be exempt from State laws? 

Mr. Toore.,. Mr. Poage, I would like John Bagwell to answer that 
question. 

Mr. Bacweii. Mr. Poage, we have not had any trouble in any area 
except in the Springfield farm credit district. New York has a law 
which says that any loan made at a rate of interest exceeding 6 per- 
cent is absolutely void. 

Our PCA’s in the State of New York have not, I believe, made any 
loans in excess of 6 percent, but the possibility of having to make loans 
in excess of 6 percent or not make them at all may soon be facing 
the associations in that State. 

Mr. Poacr. Well, Mr. Bagwell, it just strikes me that if we actually, 
and I think we should, recognize these institutions as farmer-owned 
Institutions, as private operations, they are just as subject to the law 
of the State where they operate as anyone else. 

And if it is a bad thing to have a 6 percent limit—my State has a 
10—then it seems to me it is up to the people in New York to make that 
decision, and not for us to sit here and say that we will repeal the laws 
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of the State of New York. Now it does not affect us in Texas at all. 
But I am just one of these people who believe in States rights, every 
member of this committee, I think, goes home and talks about States 
rights and 

Mr. Jounson. Some not as much as others. 

Mr. Poacr. Some not as much as others, that is correct. | Laughter. ] 

But all of us from time to time contend that we would like to see 
the Government back in the hands of the people, and this bill goes a 
Jong way toward that, I think. I think that is the great virtue of this 
bill, that is why I am for it. But now here is something T think of 
very little importance, practically, to you or anyone else, but which 
seems to me to be a very Sccudaamembal principle. Because it is ex- 
pedient to ignore the laws of New York, we are called upon to repeal 
them. 

For my part, I just do not feel inclined to repeal the laws of any 
State. 

Mr. Jounson. Lagree with the chairman. 

Mr. Baewet. Our production credit associations make loans at a 
= interest rate and do not impose a lot of service charges 
that 

Mr. Poace. That does not make any difference. If the people of 
New York want to impose that limitation, why that is the right of the 
legislature in New Y ork. 

Mr. Baeweu. I certainly agree with that. 

Mr. Poacr. They can change it if they do not like it. If you cannot 
make loans in New York State, and they feel they want your loans, 
[ imagine that the farmers in New York could go down to Albany, 
and I think that is where they ought to go, and not to Washington, to 
get relief. 

I just do not like this idea of hauling folks up here to Washington 
to pass their local laws for them. It seems to me that what we are 
doing right here is violating the very fundamental on which we are 
trying to sell this bill, and ‘that is that we are trying to get control 
back in the hands of the local people. 

Mr. Bacwe.u. Well, we certainly are not advocating that this com- 
mittee and the Congress repeal any local laws. Certainly they could 
not do that. Our thought was that by-—— 

Mr. Poacr. You do not repeal it, you just say it cannot be of any 
effect, and just say because the Supreme Court said Congress could 
move in, we will just move in. 

Mr. Bacwetn. Our view was that since these are still Federal in- 
strumentalities by law-—— 

Mr. Poage. All right, if they are Federal instrumentalities, then 
we ought to make all of these people subject to all the Federal laws. 

We ought not to do any of these things you are suggesting in this 
hill if these are in fact instruments of the Federal Government. Now 
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Mr. Bacwexx. Well, the Farm Credit laws now say specifically that 
these federally chartered corporations are Federal instrumentalities, 


and we are not rene to change that. 


Mr. Poace. But you are proposing to recognize that they are not 
the same type of Federal instrumentality as the Post. Office-—— 

Mr. BaGweiu. That is correct ; yes, we do that. 

Mr. Poace (continuing). .And that the Army is. 

Mr. Bacwe.t. But we do not propose to change the law which now 
specifies that they are Federal instrumentalities. That is the reason 
the Congress of the United States has the constitutional power to set 
them up. 

Mr. Poacr. I am not trying to say that we do not have the power 
to set aside the law of the State of New York, but I think we are 
very foolish to do it. I think we would be very much out of place. 

Mr. Prrnre. I think we would be very unwise to do it. 

Mr. Poace. I think so, too. That is the point I want to make there. 
It seems to be so utterly inconsistent with all the rest of the philosophy 
of the bill. The philosophy of the bill is good, in my opinion, but 
let’s not destroy it just because it becomes convenient for us here to 
ignore the laws of a certain State. 

Mr. Baeweti. We had not thought that was necessarily bad for the 
simple reason that unless we are reasonably 

Mr. Poacr. I might thoroughly disagree with the New York law, 
but the question is: Who has the right to make that decision? I think 
the people of New York have the right to impose bad legislation on 
the people of New York if they want it, but that is up to the Legisla- 
ture of the State of New York, and the same is true of the State of 
Texas. 

If the legislature down in Austin writes some laws that I do not 
like, I do not think that it is up to me as a Member of Congress to 
try to change those laws. But.as a citizen of Texas, I have the right 
to go before that legislature and try to change them. I do not think 
this is the place to change State laws. 

Mr. Bacweiu. Well, we had hoped not to get into any argument 
over Federal versus State power at all. 

Mr. Poacr. You just ride over the State power, that is all. 

Mr, Bacwett. But Federal land bank loans, for example, would 
not be subject to the State laws governing the rates of interest. Be- 
cause the rule is, as I understand it, when Congress specifies very 
clearly what the rate of interest is, then any State law which says that 
the rate of interest shal] be lower simply does not apply to the Fed- 
eral instrumentality. 

Mr. Poacr. Maybe we had better specifically give the States the 
right to protect their rights. Now please understand I am not trying 
to argue with you as to what this interest rate should be. 

Mr. Bacwetu. Yes; I understand. 

Mr. Poacr. I am not trying to argue with you at all what the legal 
rate of usury should be, or whether you should have any usury laws 
or not. I understand some States do not have. That is not the point 
at all. The point is simply whether Congress or the States should be 
the agency to make the decision. 

Mr. Baawetu. We had merely thought it should be made clear that 
the production credit associations would be in the same position as the 
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Federal land banks and banks for cooperatives in that their interest 

rates would not be governed by State law but rather by Federal law. 
We had hoped that - you would agree with us they should not be sub- 
ject to the State laws relating to usury. 

Mr. Poace. Well, Mr. Bagwell, don’t you think the people of any 
State ought to have the right to determine for themselves what their 
usury laws shall be? 

Mr. Bacwet.. I could agree with you there. 

Mr. Poace. You do not think so ? 

Mr. Baewe v. I say, I could agree with you 100 percent. 

Mr. Poage. Then if they should, why should we sit here and pass 
laws that deny them that right 4 

Mr. Baewet. I had not thought that was what we were doing. I 
realize, of course, the apparent inconsistency between giving the 
States the right to have a free say in the matter of interest rates and 
the Congress saying specifically that the interest rates charged by 
Federal instrumentalities shall not be governed by State laws. 

But, nevertheless, if the Federal instrumentality, i in this case the 
PCA, is to carry out its responsibility, it seems to me that the Con- 
gress has to authorize it to charge whatever rate of interest is neces- 
sary to do the job. 

Now as I said a moment ago, our rate of interest is a real rate of 
interest, because we do not tack on a lot of service charges. 

Mr. Poace. That is not the point at all. I do not care whether 
New York State fixes its interest rate at 15 percent or 3 percent as 
their legal rate, as a usury rate; Iam just saying regardless of whether 
your rate is high or whether it is low, that is not what I am talking 
about. I am talking about who should make the decisions of what 
usury is. If in fact you cannot make loans in New York State, or 
Texas, or any other State, if in fact you cannot make them there be- 
cause of the local usury laws, then if your loans are as valuable as I 
think they are, and I do think they are valuable, I think the people 
would be right down on the legislature where they ought to be asking 
them for a change in the usury laws. 

I think the legislature is where they ought to go to get that change. 

Mr. Bacwett. Well, Mr. Chairman, we had not thought, frankly, 
that the law now is such that PCA rates would be subject to State 
usury laws, but we had thought it should be made clear—— 

Mr. Poace. Maybe we ought to make it clear that it is subject to 
State usury law. 

Mr. Jounson. I think the general public might get the idea these 
interest rates are really going up if they are going to get in conflict 
with State usury laws 

Mr. Baewetu. Well, the PCA’s now charge different rates of in- 
terest. There are 495 of them over the country, and they charge dif- 
ferent rates of interest. I think they vary from 5 percent in some 
instances to 714 

Well, the 71, obviously would exceed the legal rate in New York 
State, but of course it is not a New York PCA that is charging the 
71% percent. I think, in your State of Texas, there are some that are 
charging at least 7. 

Mr. Jonnson. What States are c harging 714 percent ? 

Mr. Toorett. There are two or three associations in the State of 
Texas that are charging 714 percent. 
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Mr. Poace. And they are using part of that money to pay off their 


debts, aren’t they? I mean, they are charging a high rate in order 


that they may pay off their debts, are they not ? 

Mr. Tooretu. I think some of them, Congressman Poage, are charg- 
ing a higher rate than associations In some other States because of 
the setback they got during the drought period, and they are under- 
taking to build up net worth more than some are faced with the 
necessity of doing. 

Mr. Poace. Mr. Pirnie. 

Mr. Pirnie. Mr. Chairman, I was interested, as you have expressed 
it, that the whole trend of this legislation was to create a body that 
would be as free from Federal control as was possible and yet recog- 
nizing its Federal vei a 

Therefore, it does become a little bit startling, speaking now as a 
Representative of the State of New York, to have that statement 
included, that the usury laws of the State would not apply. I fully 
recognize that you have simply included what you believe to be a 
restatement of what has been the existing fact, tiling into considera- 
tion the origin of the act and the nature of the operation to this day, 
but when you are seeking to exempt the continued operation from so 
many of these specific provisions that are solely designed for Federal 
employees, you are giving to the operation a local character which 
is farmer-owned, farmer-operated, playing down all of the elements 
of Federal control. 

Is that not true? 

Mr. Tooreiy. That is basically what we are trying to do, to give 
back the management to the people at the local level. 

Mr. Pirnie. And perhaps intending to create in them a little more 
self interest 

Mr. Tooretx. That is right. 

Mr. Ptrnte. And a little greater sense of responsibility. Well, if 
that is the case, then you would perhaps like to have them feel that 
they are operating in the same way as any other people within the 
State, and therefore this point with respect to usury might be a very 
valid one to raise. 

Unless you think it is essential to the program, I would like to see 
that provision eliminated so that the laws of the area would apply 
with respect to all business operations within the State. 

I am not attempting to argue, as the chairman said, whether or 
not the 6 percent which prevails in New York is correct, but I do 
know that it is a concept which is generally accepted there and I feel 
it will be unwise to have a farmer operation ignore it. And I think 
they might suspect, as you stated, that a rate increase would be indi- 
cated. They would be apprehensive as to what was meant. 

Mr. Jounson. I think if they got up as high as that they would 
not be of any value to the farmers in the State because there must 
be other organizations in the State that have to live by the usury 
laws and could lend it for less money than your Farm Credit Admin- 
istration would be lending it. 

Mr. Prrnte. Therefore—just one fina] statement—we might lose the 
psychological value which makes, in my mind, this type of legisla- 
tion particularly desirable. I think it has a fine purpose, and I would 
hate to have some small; feature such as this be so magnified as ta 
cause them to lose sight of your very worthwhile objective. 
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Mr. Baewetu. May I say this, that we had not thought we were 
asking you to put something in the law that was not already there. 
We had thought that when the law was amended in 1956, when the 
merger of the production credit corporation and the Federal inter- 
mediate credit bank in each district was effected, that having taken 
out the provision which said that interest rates shall be subject to 
the approval of the production credit corporation, and having put 
in that the PCA’s shall make loans under rules and regulations pre- 
scribed by the district farm credit board, with the approval of the 
Farm Credit Administration, that we might have given a basis for 
argument that the PCA’s were subject to the usury laws of the States, 
and therefore, in order to clarify the situation, we had proposed the 
inclusion of this language. 

We were not thinking that we were asking you for a new authority 
at all. 

Mr. Poage. Let’s look at it from the other angle. Should not we 
specifically say, you are subject to the usury laws “if there is any ques- 
tion about it? 

What value is it to you to have the right to lend money at a higher 
rate than the usury laws of the State will allow? How much money 

‘an you lend in excess of the usury laws even if you have that, right? 

Mr. Baewetu. I think that it would only be of value in this respect : 
if PCA’s charge, say, 7 percent, and that is all they charge—they 
have no service charges tacked on—a competitor under State law 
might, as you well know, charge 6 percent and then add on all these 
other things to make an effective rate of 8 percent, and yet they would 
not violate the State law by that. That is the only value I see. 

Mr. Poace. Still, isn’t that clearly within the province of the State, 
to make a decision of how high they want to let their interest rates 
go? Now national banks are instrumentalities of the Federal Govern- 
ment in the sense that the Federal Government has charge of them 
and controls theia, but the State law certainly applies to the national 
banks’ interest rate. The national banks in Waco, Tex., cannot lend 
me money at a higher rate than the State usury laws, which is 10 
percent in my State now. I know that they will lend me $1,000, and 
they will take out $100 before they give me the money. Now I under- 
stand that, I have had it done to me. But that is our State law, and 
they comply with the State law and they have to comply with the 
State law. 

Mr. Bacwe.t. The Federal statute says that rate shall be 

Mr. Poacr. Yes, why shouldn’t you specifically say in this Federal 
statute that these agencies are also subject to the State law on usury, 
whether it is 10 percent or 2 percent, if anyone has such- 

Mr. Jonson. What is to stop the loc: al PCA’s, if they want to 
compete with another organization, from charging the 6 percent and 
adding on these other charges ? 

Ts there anything in the law to stop them ? 

Mr. Bacweti. Well, they would be permitted, possibly could be 
permitted, to add service charges, but we have not eenerally operated 
that way. We believe the farmers ought to be charged an interest 
rate, and that is all. 

Mr. Jornson. I agree with you on that. I mean, the farmers 
should not be fooled. 
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Mr. Baewext. That is right. 

Mr. Jounson. When they put these charges on they are trying to 
fool people. 

Mr. Pirnie. And I still think exemption from the usury laws of 
the State would have a very apprehensive connotation, even though, 
as you now state, as a Federal agency you are permitted under the 
law to set your own rates. 

Mr. McIntire. May I ask a question at this point? 

In New York is this a situation applicable both to land bank and/or 
PCA loans? 

Mr. Bacweur. Well, the land bank hag a limit, as you know, of 
6 percent, so there would not be any problem for the land banks. 
But you see the PCA’s have no statutory limit on rates of interest. 
The land banks have the 6 percent, as you heard the Governor indi- 
cate a moment ago, 

Mr. Poacr. You won't have, if this bill is passed. 

Mr. Baaweti. I would say as to this, we were asking for clarifica- 
tion. If the committee feels they would rather drop it, why let it 
go at that. We had not thought we were asking for any new au- 
thority, but only to clarify what we thought was intended in 1956. 

Mr. Poace. Possibly that is right, but now you have opened the 
question, and I just wonder if we should not clarify it the other way. 

Mr. Baeweut. I thought maybe we could just agree to back up and 
maybe you would not press your point. 

Mr. Jounson. I have a few questions. 

Mr. Poacr. Yes, 

Mr. Jounson. Turning to page 12 of Mr. Tootell’s statement, at 
the top of page 12, you state: 

Some 36 other appraisers would be retained by the Farm Credit Administra- 
tion to establish appraisal standards and make reviews and investigations con- 
cerning compliance with appraisal standards and the quality of first mortgages 
securing Federal Land Bank bonds. The appraisers so retained would be known 
as farm credit appraisers. 

How would they know that these conditions are going on, how would 
they be made aware, your 36 men, that they were not getting proper 
appraisals in these different district banks? 

r. Toorrtt. Well, Congressman Johnson, for many, many years 
the Farm Credit Administration has retained an office of chief review- 
ing appraiser in each of the 12 land bank districts and it has been the 
responsibility of the office of the chief reviewing appraiser—— 

Mr. Jonnson. I did not get that. 

Mr. Tooretu. I say, for many, many years the Farm Credit Admin- 
istration has retained in each of the 12 land bank districts an office of 
chief reviewing appraiser, and it has been the responsibility of that 
officer to see to it that appraisal policies are standardized as far as 
possible, and that a high quality of appraising is being done. 

Mr. Jounson. Would those 36 men stay in the various Federal] land 
banks, then? Say, for instance, in my district, would they be at the 
St. Paul bank ? 

Mr. Tooreiy. They would be headquartered at St. Paul. 

Mr. Jonnson. They would not be here at Washington ? 

Mr. Tooretu. Oh, no. 

Mr. Jounson. They look over the appraisals in all the farm loans? 

Mr. Toorrti. Well, they will do an office inspection of each of the 
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loans that goes across their desk, but they will do a field review of the 
work, some part of the work, of every appraiser. 

Mr. Jounson. When they go over it, and if they think it is not cor. 
rect, then this particular appraised would go out and look the farm 
over himself? 

Mr. Toore.u. That would be one of the ways in which they would 
determine the cases they would take a look at. In others, whether or 
not they had got any in the office review or desk review that they ques. 
tioned, they still would go to the field and spend a little time in the field 
and look over some of the work of the field appraiser. 

Mr. Jonnson. That explains it. I have some other questions, but 
Mr. Poage has one on page 11. 

Mr. Poac E. I just wanted to ask you, back there where you said; | 
“However, if a loan upon review is found not to conform to appraisal | 
and loan standards prescribed by the Farm Credit Administration, it | 
would not be credited as bond collateral except in such amount as the | 
Farm Credit Administration might approve,” would that be a hap.- | 
hazard review, such as you have described, or would there be some 
formula whereby you would review certain loans ? 

You would review every one above $100,000, of course ? 

Mr. Toorei. That is still a legal requirement, and we do not pro-| 
pose to change that requirement. 

Mr. Poace. You would review every one above $100,000. Is there | 
any other formula under which you would make a review / 

Mr. Toorett. Mr. Gilmore, would you take that quiction'? 

Mr. Gitmore. Congressman Poage, in a manner very similar to| 
what the Governor just discussed with Congressman Johnson, we | 
would expect to review a percentage of the “loans based upon ap- 
praisals made by every appraiser. 

Mr. Poacr. A sample; yes, I understand that. Then you would 
only disqualify these inka for bond security in the event you hap- 
pened to catch them in the sampling ? 

Mr. Gitmore. Lamsorry. Where were you reading ? 

Mr. Poace. On page 11, about two-thirds down the page: 

However, if a loan upon review is found not to conform to appraisal and loan 
standards prescribed by the Farm Credit Administration, it would not be credited 
as bond collateral except in such amount as the Farm Credit Administration 
might approve. 

Now I just wanted to know if there is any formula under which 
loans will be reviewed, or does that simply mean only those will be 
disqualified that you happen to catch in your sampling? 

Mr. Gitmore. Yes; we have no formula as such. 

Mr. Poace. Just those caught in the sampling ? 

Mr. Gitmore. That is right, sir. 

Mr. Pirniz. Mr. Chairman, do I understand it to be similar to the 
purpose of a bank examination, so that certain standards with respect | 
to collateral should be found to exist in order to qualify ? 

Mr. Toorretn. That is correct. 


Mr. Jounson. Over on page 13, the third paragraph: 


The Federal land banks have been engaged in the farm loan business for more | 


than forty years— 


and so forth. 
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This matter that I have talked with you about earlier before we went 
into this bill: Was that appraiser that made that appraisal a Farm 
Credit Administration appraiser or was he a land bank appraiser ? 

Mr. Toorety. A land bank designee? I do not know, sir, or would 
have no way of knowing. 

Mr. Jounson. I thought you said they were all Farm Credit ap- 
praisers under your supervision at that time. 

Mr. Toorett. We have said that for many years there were no land 
banks closed unless the farm was first appraised by a Federal ap- 
praiser. But we pointed out that with the passage of the Farm Credit 
Act of 1955 provision was made for designee appraisers. 

Mr. Jounson. I think the local secretary made this appraisal 

Mr. Tooret.. Then he would be a designee appraiser. 

Mr. JouHnson. Well then, don’t you think that the majority of 
these loans nowadays are being made by the local secretary ? 

Mr. ‘Toorrti. That varies by districts. In Congressman Poage’s 
district 95 percent or 90 percent, certainly, of the appraisals are being 
made by designees. There are some others in which designees have 
been used to only a very slight extent. 

Mr. Jounson. I am just wondering if this is going to decrease the 
amount of money the farmers are going to be able to borrow, by 
your people having nothing to say about what the value of the 
farm— 

Mr. Toorre.u. Well, it is not quite accurate to say that we have 
nothing to say at what level they value these farms. 

Mr. Jounson. You have a right to check, if they go too high on an 
appraisal, but have you any authority, has this Federal man, for 
other reasons ¢ 

Mr. Tooret.. These 36. 

Mr. JoHnson. Are those 36 going to have anything to say if they 
do not give the farmer enough money on his farm ? 

Mr. Fo yrELL. Very definitely so. We feel the land bank system has 
an obligation to farmers generally, and that a farmer who is credit 
worthy should get credit, and we charge our mee appraisers 
with seeing to it that proper loans are made by the land bank. 

Mr. JoHnson. What is there in this bill to give you authority to 
tell, for instance, the land bank at Saint Paul, that “you have not given 
John Jones a sufficient loan on his farm” ? 

Mr. Tooreti. Well, there is our general supervisory authority that 
we have at the present time and would continue to have. 

Mr. Jounson. You still would have the same authority ? 

Mr. Toorett. We will continue to have general authority and re- 
sponsibility. The greater amount of it will have been delegated to the 
district. banks, but we continue to have responsibility for seeing that 
the intent of Congress is carried out in connection with the opera- 
tions of the banks. 

Mr. McIntire. Will the gentleman yield ? 

Mr. Jounson. Do you want to ask a question right on this point ? 

Mr. McIntire. Yes. 

Mr. Jounson. Yes, I will yield. 

Mr. McIntire. I think when we approved the act of 1955, or 
was it 1956, that had that provision in it 

Mr. Baawe i. 1955. 
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Mr. Jounson. That won’t be repealed by this legislation. 

Mr. McIntie. No, but I think some of us had the reservation on 
this permitting a designee to do appraisal work, that in view of the 
fact that he might be a local, or might be the secretar 'y-treasurer of 
that NFLA, that our reservation was that the tendency might be to 
overloan rather than underloan in that situation, because of local 
interest that the secretary-treasurer might have in the lending activity 
of his association. 

Mr. Jonnson. Going down to the bottom of page 13, the paragraph 
starts out: 


The law now provides that no Federal land bank bonds shall bear a rate of 
interest in excess of 5 percent per annum— 


and then you go on—and I would like the whole paragraph put in the 
record. 
ry a 

(The paragraph referred to follows :) 

The law now provides that no Federal land bank bonds shall bear a rate of 
interest in excess of 5 percent per annum. From the spring of 1955 to the fall 
of 1957, the Federal land banks had to pay increasingly higher interest rates 
on successive issues of their bonds. The highest rate paid was on an issue sold 
for delivery on October 1, 1957, at a net cost to the banks of 4.89 percent. Inter- 
est rates then declined rapidly for a number of months but are now again show- 


ing a substantial increase. The most recent issue of Federal land bank bonds 
was sold on March 10, 1959, at a net cost of 4.39 percent for 9-year bonds. If 
the cost of funds in the money market should exceed the 5 percent legal limit 
for Federal land bank bonds, and this appears to be a distinct possibility, the 
land banks would not be able to sell their bonds to refund maturing issues or 
to obtain the necessary funds to meet farmers’ demands for new loans. Conse- 
quently, we feel compelled to ask that the 5 percent interest rate limit applica- 
ble to Federal land bank bonds be removed. This change in the law will not 
result in farmers having to pay higher interest rates. It simply will enable 
the land banks to remain in a position to serve their real estate credit needs. 

Mr. Jounson (continuing). Then you go on to tell that it went up 
pretty close to 5 percent, so you want the authority so you can pay 
higher interest in the money market. Now I think that would be a bad 
thing to do. I think when that point comes, it will be a good time for 
Congress to raise it, but I do not think we should make it so that we 
will have first mortgages on our farms, the Federal land bank would 
start making loans with practically any interest rate necessary be- 

cause of this higher rate they would be paying. 

Mr. Toore.u. Congressman Johnson, I would point out this is a 
farmers land bank system. 

Mr. Jounson. But don’t they get away from the farmers pretty 
much? <A certain clique gets so they run it, and the average farmer 
has no interest. It gets pretty far away from the farmer when he gets 
up there in Saint Paul. 

Mr. Toorrety. Well, it is a pretty big clique then, because there are 
about 370,000 land bank borrowers in the United States. ; 

Mr. Jounson. How many of them have attended annual meetings, 
though, where you elect your officers and so forth ? 

Mr. Tooreti. An av erage attendance at annua) meetings——— 

Mr. Gitmore. 20 percent. 

Mr. Jounson. Can they participate by proxy ? 

Mr. Gitmore. No. 

Mr. Jounson. How many are at your actual meetings? 
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Mr. Gitmore. Congressman, 20 percent of all the NFLA members 


of all 370,000, roughly, are at annual meetings. It might be 1914, but 


it is in that neighborhood. 

Mr. JoHnson. That is pretty good. 

Mr. Gitmorr. It is oa we think it is very good. 

Mr. Toorett. Particularly for an organization that is making long- 
term loans. Where the farmer gets his loan one year, that may be a 
35-year loan, the tendency is, once having gotten that loan to not take 
too much interest in the association. 

Mr. Jounson. Well, maybe this is something I should know, but 
can anyone participate in an annual meeting who has a paid-up mort- 
gage, or just people who are borrowing from the bank—participate 
inthe election of officers, and so forth ? 

Mr. Tooreityt. Those who are presently borrowers and stockholders 


in the National Farm Loan Association. 
Mr. Jounson. Can a man pay up his loan and still retain his stock ? 


Mr. Grumore. No, he cannot. 

Mr. Jounson. He has to turn in his stocks when his loan is paid up? 

Mr. Gitmore. That is right. 

Mr. Jounson. Well, I still think that if it got up close to 5 percent, 
so close that they were not going to be able to borrow, Congress could 
put through a law raising that, or authorize the Government to buy 
the bonds. I do not think with all the high interest rate we should 
raise the interest rate right now so farmers will have to pay more. 
There prices have not gone up. 

Mr. ‘Toormiy. I should like to comment on that point. 

In October, 1957, the land banks were confronted with an interest 
rate that was awfully close to the 5 percent limit. They had an issue 
of bonds maturing that they had to refinance or default on. I am 
not sure whether they needed any new money at that time. 


Hlowever, Congress was not in session, and we had a real scare at 
that time. Now our proposal is not one that will result in farmers 
paying any more interest for their money than they would at the 
present time. I do not know of anyone in our land bank system, in 
a district land bank, or an association, or in our office here, who wants 
to see farmers have to pay any more than they are paying. We, all 
of us, wish that we could sell consolidated land bank bonds to the in- 
vesting public at a lesser rate of interest than we are having to pay 
now. 

Mr. Jounson. As IT said before, could we put a provision in the 
bill that where a case like that happened, the Federal Government 
could step in and pick up the bonds at 5 percent ¢ 

Mr. Pirniz. Would that be a wise thing to do? Would it not be 
better to give this authority ? 

Mr. Jounson. Well, pretty soon, I will bet you within a few years, 
you will see that interest rate up to 514 or 6 percent, if we raise it. 
And boy, the minute we raise it, the farmers will have to pay it. 

Mr. Toorett. Do you feel that the land bank loan program is of 
a big enough factor, a big enough factor in the credit and monetary 
system of this country that we could possibly have any effect on the 
money market ? 

Mr. Jounson. No; but I have noticed over the years, and I have 
had quite a little to do with helping farmers obtain money because 
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I sold farm real estate along with my law practice until I eame to Con- 
gress in 1953. To begin with, in the forties the land bank was the 
aloe for the former | to go and get money, but over the last few 
years, it has been more difficult for a farmer to get a loan from the 
land bank. The land bank I feel has grown more ¢ conservative in their 
appraisals up in our country than the local banks. It used to be the 
other way around. 

Mr. Poace. May I comment on that? I think I know the answer 
to that one. 

The fact is that Congress has actually liberalized the lending power 
of the land bank considel ‘ably since 1940, and today you are ‘making 
2 higher loan, higher percentage of the valuation than you could pos- 
sibly make under the laws existing in 1940. So that by and large the 
land bank is presently making a substantially higher loan in com- 
parison with the value of the property than it did 15 to 20 years ago. 

What has happened is that other lending agencies simply did not 
offer much competition in the early forties; in the late thirties there 
just was not any other lending agency to make these loans. Now the 
insurance companies are in the ‘market, and they are offering some 
competition, and it is exactly what we want them to do. It has never 
been my thought that we should try to make this land bank the sole 
credit agency ‘for farm property, but it should simply be an influence 
to try to keep the other lending agencies from overc harging. 

And I think it has worked exac tly that way. Now they are all rais- 
ing the interest, and the land bank is lagging behind, as I see it, in the 
matter of the raising of interest. Now it is perfectly true that every- 
one is taking a greater risk today then they took 20 years ago. Twenty 
years ago you had to have a very substantial amount of money to pay 
down on a home if you were building. Today you can buy a home just 
like you buy groceries, and charge it, and pay down practically 
nothing. The result is that even in farm properties most of the lend- 
ing agencies are not requiring the substantial payment that they 
once ——— 

The land bank is still required by law to limit its loans to 65 percent 
of the appraised value, and the appraised value is not the value on 
which private banks make loans, which probably would be the current 

cash value, but it is the earning value of that piece of property which 
is oftentimes much below the present cash value. In fact, most of our 
farm property presently has a cash value way in excess of its earning 
value. 

Mr. Jounson. Go right down to the next paragraph, though, and 
then they are striking out the 6-percent interest rate, they are strik- 
ing out the 6-percent interest rate, and allowing them to go above 
6 percent. 

Mr. Poace. That is right. 

Mr. Toorett. Mr. Chairman. I would like to quote from the record. 
In spite of the fact that land bank interest rates last year and even 
at the present time are relatively high compared with the 1940’s, when 
the standard rate for years was 4 percent: and, in spite of these other 
limitations, the Federal land banks do hold 18 percent of all the farm 
mortgages in the country. 

This last year it totals 19.4 of all the farm mortgage recordings. 
And Congressman Johnson, the St. Paul district, led all of the 12 land 
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banks districts for percentage of the farm mortgages closed, with 25 
percent of all the farm mortgages. 

Mr. Jonnson. Iam just talking from my own particular experience, 
and time has had a Jot to do with It. 

Mr. Toorreiy. Yes, that is true. 

Mr. Jonnson. I have another question about this increase in the 
amount of loans. 

Mr. Tooretn, Yes. 

Mr. Jounson. On page 15, you want to knock off the $200,000 
limitation. Well, I thought the purpose of this act was that it was 
to help the small farmer. Are we going to help put the small farmer 
out of business to make it possible for these big outfits to come in 
and take over the farming? 

Do you not think $200,000 is high enough ? 

Mr. Tooretn. It is not our feeling that this will be a factor in 
causing big farmers to take over more small farmers. Those who 
are going to do that are going to get the credit somewhere; they 
are getting it presently. And that is the kind of business that insur- 
ance companies like to have, because it is profitable business. We 
feel an obligation to make loans to small farmers, and we do make 
many that are unprofitable. 

Mr. Gilmore could look up the percentage of our loans that are 
for $1,000 or less, for instance, or $2,500 or less, and it is a substan- 
tial percentage. Those loans are not profitable loans. 

Mr. Jounson. It is my feeling as [ listened to your statement that 
you are getting to be more of a bank in this bill, instead of an institu- 
tion to help the farmers. I can see that all through the bill. 

Mr. Toorett. That, of course, is not our feeling about it at all, 
nor is it the feeling of the farmers who are members of this system. 
If we did not operate a sound business, we would have gone out of 
business a long time ago. All farmers, not just those who borrowed 
directly from us, would have lost the benefits. Our competitors, I 
am sure, would have been able to and would have charged higher 
rates of interest. We must run a sound institution if we are to 
perpetuate this system for farmers. And the great majority of 
farmers subscribe to that philosophy. 

Mr. Poacre. Might I add to what you have said there, Governor? 

At the time of the organization of the farm credit system it was 
the only activity of Government that would in any way assist 

farmers to secure credit. Today we have a very large and very 
active direct governmental organization that is dedicated to provid- 
ing credit for small farmers who do not have adequate security to 
justify a commercial loan. We did not have that at the organization 
of the farm credit system. For a long time during the farm credit 
system we had a large amount of direct Government money in the 
system which was dedicated to this very purpose that Congressman 
Johnson suggested. And we made commission loans for the specific 
purpose of taking care of people who could not meet the sound bank- 
ing requirements. We have withdrawn that Government money 
and we no longer make those commission loans. The Government 
makes loans for the same purpose through the Farmers Home Ad- 
ministration, so the Government has not taken away from any group 
of farmers any opportunity that they had to have credit. But it has 
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made a distinction between the types of credit and the agencies that 
provide the credit. The Government makes direct loans of the ve 

type that you are suggesting. This agency makes only loans that 
can meet the statutory requirements as to solvency, and it does make 
loans to small farmers, as the Governor testified, a lot of them at a 
loss, if they meet the statutory requirements. But to make those 
loans with a minimum of loss it is desirable to pick up as much 
profitable business as you can along with it, and certainly one of 
these larger loans brings a much greater return to the farm credit 
system, or to the land bank system, than an equal amount of money 
loaned out in $1,500 dribbles. : 

Mr. Jonnson. That right there is what I am afraid of, that if they 
can make these big loans, there might be a temptation to take the 
big loans and let the farmer who wants $1,500 and $2,000 seek else- 
where for his money. 

Mr. Poacer. I think that overlooks the whole way in which this 
thing is financed. Because unless they are able to make a substantial, 
if they are unable to make substantially large, profitable loans in sub- 
stantial numbers, the interest rate on the bonds has to go up because 
unless they have a substantial income—is it not true, Governor— that 
the interest on your consolidated bond has to go up, and that in turn 
means that the small operator who is borrowing has to pay a higher 
interest rate ultimately, and that you will be in a less favorable posi- 
tion to finance the smaller operator? Certainly the larger loans do 
not take anything from the small operator, but they give you a bor- 
rowing base that you do not have unless you make them. Isn’t that 
true / 

Mr. Toorretn. That is exactly our view. Now the law, the Farm 
Credit Act of 1916, contemplated that there might be a shortage of 
funds for making loans, and it specifically provides that loans of 
$10,000 and under shall have preference. 

Mr. Jounson. If I understand you correctly the farmer wanting 
a loan under $10,000 shall have preference. 

Mr. Toorety. Yes. 

Mr. Jounson. And that will still be in the law ? 

Mr. Tooreiti. Oh, yes, we do not propose to change that. 

Mr. JouHnson. The only thing I was worrying about, I did not 
vant to do anything that would hurt the farmers borrowing power. 
But you also said the Farm Home Administration would take care 
of the small farmer, but it will not. A man who is a good financial 
risk, and yet has to have a small loan, cannot get a loan from Farm 
Home Administration. They will send him to the local bank, or 
Federal land bank. That is what I was worrying about. I did 
not want anything to happen that would hurt his chances of getting 
a loan from the Federal land bank. By making it so easy to lend 
the money out, $500,000 or whatever they want, the way this law is 
going to be amended, I was afraid they could take as big a loan as 
they want, and let the small farmer want. 

Mr. Tooreii. Yes, and we do not contemplate any difficulty in con- 
tinuing to get adequate funds through the sale of our land bank 
bonds. 

Mr. Jounson. I have no objection with this part unless it is going 
to dry the money market for the small farmer. 
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Mr. Tooreiy. No, it would not. And actually, as Congressman 
Poage, I think, very well explained it, it would put us in a position 
to do a better job of extending credit to the small farmers. 

Mr. Suorr. Mr. Chairman, just a little further comment on this 
matter of a loan association making one or two large loans. In 
many instances, instead of closing the door as far as that association 
is concerned in its ability to make smaller loans, it opens it much 
wider. If it were not for the profit that a loan association can make 
from handling a couple of large loans, they would not be able to 
handle as many small loans as they very often do, Because, as it 
has been pointed out here already today, the actual mechanics of 
handling the smal] loans in many instances does not accrue in a 
profit to the association. 

Mr. Toorrii. You certainly have found that true in your produc- 
tion credit association, of which you are director ? 

Mr. Suorr. We certainly have, Governor, and that is why I wanted 
to bring this out. 

Mr. Tooretit. Your production credit associations do not have 
lending limits. 

Mr. Suorr. It would be very disadvantageous to us to have a loan 
limit. We have felt we have a responsibility to take care of the small 
loans above our other responsibility. However, the actual mechanics 
of it, as I have pointed out, by virtue of having a few large loans, and 
incidentally, most of those large loans are no more expensive, if they 
are as expensive, to service as the small loans. It enables us in our 
production association at home to serve much better the people that 
wish the small loans. 

Mr. Gatuines. Mr. Chairman—— 

Mr. Jonnson. I will yield. 

Mr. Gatutinos. I want to talk about something else. 

Mr. Jounson. Let me finish this point. 

On page 16, I think that is a good idea, in the top paragraph: “The 
bill would amend existing law to permit the land banks to make loans 
on an unamortized or partially amortized basis * * *.” That would 
offer a chance to give the same terms as other lending institutions. 

Mr. Tooretn. Yes. 

Mr. Jonnson. I had one other point. At the bottom of page 17, 
this section that you are asking to have excluded. 

Mr. Toorety. Yes, sir. 

Mr. Jounson. Do you really think it should be thrown out ? 

Mr. Toorei.. Well it was our belief, and it still is our belief, that 
it would be desirable to have this legislation. On the other hand, 
we would not contend at all that it is vital to our operation, as we 
have operated 42 years without this provision. Our belief is, how- 
ever, that since protests against it have come from the field, it would 
be unwise to proceed with it at this time. It is something that needs 
to be discussed much more fully in the field, and perhaps at some 
future time there will be agreement on it by maybe all of those in the 
associations, or a great majority of them. So for the present time we 
feel that it is wise to back away from it. 

Mr. Jounson. There is one question I had on the bottom para- 
graph, that starts at the bottom of page 18 and runs over into page 19 
of your remarks on the bill. 
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I wanted to ask you the question as to how the top personnel of your 
bank for cooperatives is selected, your managers and the men in the 
top office. Say, for instance, in the bank for cooperatives in 
Minneapolis—— 

Mr. Toore... Just the same as they are selected in all 3 of the dis- 
trict banks and in all 12 districts. The top officers are selected by 
the board of seven directors of the farm credit district. 

Mr. Jonnson. When you say the farm credit system, do you mean 
the bank for cooperatives / 

Mr. Tooreti. Well there is a common board, there is a board of 
seven directors, that sit as a district board and pass on things that are 
common to all three banking systems in the district. 

Mr. Jounson. How is this board selected ? 

Mr. Toorei.. They also serve as the board of each of the three other 
banks, the Federal land bank, the intermediate credit bank and the 
bank for cooperatives. And your question is as to how they are 
selected. 

Mr. Jounson. Yes. 

Mr. ‘Tooreiy. Two of them are elected by the National Farm Loan 
Associations that own the land bank. Two of them are elected by the 
production credit associations. One is elected by the farmer coopera- 
tive associations in each district that are borrowers of the bank for 
co-ops in that district. Then two are appointed by the Governor of 
the Farm Credit Administration with the concurrence of the Federal 
Farm Credit Board. 

Mr. Jounson. What is the reason for the Federal land bank and 
production credit association selecting four of these directors? 

Mr. Toore.ti. Well the plan is, of course, that each of the user groups 
will ultimately select two. The reason the bank for cooperatives’ 
borrowers select only one is because of the Government ownership 
of capital in the bank for cooperatives. The present law, in fact it 
was the act of 1953, provided that when the Government capital in 
each of the district banks was paid down to a certain figure, the 
users of the banks for co-ops would elect the second director, and 
the Governor of the Farm Credit Administration would then appoint 
only one. 

Mr. Jounson. Does the Federal land bank use the bank for the co- 
ops to any great extent ¢ 

Mr. Tooreti. Only to a very slight extent. In the Farm Credit 
Act of 1956 the Congress passed at our request an amendment which 
made it possible for each of the district bank systems—the land bank 
system, the intermediate system, and bank for co-ops system—to lend 
and borrow from each other within a district or between districts. 
That has been very beneficial in making for a more economical use 
of funds. For instance, a Federal land bank may go into the i 
only four times a year, or such a matter, and at this time of year it 
anticipates a need for maybe $5 million or $8 million of new em 
funds in addition to retiring any maturing issues that it holds. 
Now, it has a problem of what to do with that $5 million or $8 
million until it is all needed for regular loans. Well, each of the 
banks often finds it very advantageous to lend to another for short 
periods of time to keep those funds in use. 

Mr. Jounson. Therefore, the Federal land banks should have 


two men on the board. That explains it to me. I thought they | 
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probably did not use the bank, and therefor why should they have 
the two directors. But if they are going to lend to the bank, why 1 
think they should select two directors on the board. 

Mr. Toorert. Well, that is one of the justifications. Of course the 
other is it is our feeling that there is not justification for each of 
these three bank systems in the district to have a separate and distinct 
board of directors. We feel that since they are all working in the 
interest of the farmer out here, that there is a distinct advantage in 
having a common board of directors for all three banks, And that 
causes a closer coordination of their activities in the interest of 
farmers. 

Mr. Jounson. One more question and Iam through. Do you think 
putting the employees under the management of the different asso- 
ciations is going to lower their pay or is it just going to make them 
more receptive to the organization they are working for, in that they 
have the right to hire and fire as do most businesses ¢ 

Mr. Tooreii. Now I assume that you are talking about the status 
clarification part of this title IT. 

Mr. Jonunson. I am starting on page 22 of your remarks. 

Mr. Tooretu. Page 22, yes, that has to do with title II, which de- 
clares the district bank employees to be not Federal employees and 
specifically exempts them from a number of Federal laws. Well we 
feel that the board of directors of a farm credit district should have 
the right to employ its personnel, to set up standards for their op- 
eration and their compensation and retirement, and so forth. It is 
definitely in keeping with that. Of course you realize now the alterna- 
tive that we have facing us by July 31, 1961, if this is not done. The 
Civil Service Commission has in effect said if it is not done by that 
date then these district bank employees will have to go under the 
competitive civil service. And that would mean that if the president 
of the Federal land bank at St. Paul wanted to hire a file clerk, he 
would have to get a civil service register, and he would—— 

Mr. Jounson. I can see the advantage of it. That is all. I want 
to thank you, Mr. Tootell, for your straightforward answers. I al- 
ways enjoy hearing you come before our committee. 

Mr. Poage. Thank you. 

Mr. McIntire. 

Mr. McIntire. Mr. Gathings, go ahead, I have just a couple of 
short questions. 

Mr. Garutnes. I am a guest here; I am not a member of the 
subcommittee. 

Mr. Poacr. I certainly want you to ask any questions you would 
like. Feel perfectly free to ask any questions. 

Mr. Garurnes. I just want to say I appreciate the opportunity of 
being here and listening to Governor Tootell, and also to the testi- 
mony of Mr. Edwards. I have found that your recommendations 
have always been constructive, and this committee has looked with 
favor on them heretofore. 

I notice here under title I that you recommend that the name “na- 
tional farm loan association” be changed to “Federal land bank asso- 
ciation,” and also you change the name “secretary-treasurer” to that 
of “manager,” and those recommendations seem to be proper. I just 
wondered, have you given any consideration to changing the name 
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of the Federal intermediate credit bank” to that of “production 
credit” ? 

Mr. Toorett. Yes, Congressman Gathings, consideration has been 
given to it, particularly at the time that the Farm Credit Act of 1956 
was under consideration. The Federal Board and members of our 
staff heard rather frequent suggestions that under this new program, 
with the production credit associations buying intermediate credit 
banks, it would be appropriate at some time to change the name of 
“intermediate banks” to “production credit banks,” since it would be 
more descriptive of their function. Now the discussion of that has 
diminished considerably since 1956. 

This matter has come up for consideration at national farm credit 
directors’ conferences which are held once a year, at which the 7 direc- 
tors from all 12 districts get together. They have discussed it, and 
there has been no great enthusiasm for it. Contemplating the possi- 
bility that this might come up in connection with our legislation this 
year, or a question about it, we polled the 12 farm credit districts just 
within the last month on this point. We asked the district farm credit 
board in each of the 12 districts to take action on that. My recollec- 
tion is that nine of them stated no, and two of them definitely yes, and 
one a qualified yes. Well the one qualified yes said: “Yes, we favor 
this providing there is assurance it would not increase the cost of our 
intermediate credit bank debentures in the market.” And that isa 
real hooker, because that is the reason, essentially that is the reason, 
why the majority of boards have backed away from it. They feel this 
way, that the credit bank debentures have been sold in the investment 
market for 35 years now and are very highly regarded—— 

Mr. Gatuines. That is right. 

Mr. Toorety. And they are fearful that if the name of the bank is 
changed, even though its capital structure remains identical, that it 
would weaken the market for these debentures and result in the credit 
banks having to pay a slightly higher rate, which in turn would mean 
farmers would have to pay a higher rate for their money. 

Now there are two schools of thought on this. It is not a thing that 
can be proven, it is a matter of opinion, but the majority of the people 
in our system at the present time feel that it would be a mistake to 
undertake that change. 

Mr. Poacr. Would the gentleman yield there? May I say to my 
colleague from Arkansas that I supported exactly the same thing you 
are talking about as to that change of name in 1955 and thought it was 
highly desirable. After considerable discussion, and it still seems to 
me it would be highly desirable except for what the Governor just 
mentioned, the possible effect it might have upon the sale of the bonds 
or debentures. I recognize that it is such a delicate operation that 
0ssibly we might upset something inadvertently without any very 
loo substantial gain. It seems to me to be a perfectly logical thing 
to change that name; the name is utterly ridiculous in my opinion, 
and not only meaningless to great masses of the public but ‘it was ex- 
plained then, just as the Governor has now explained it, and the sub- 
committee did discuss it at considerable length back there, and in fact 
I think I was at the Board one time and discussed it, and I was con- 
vinced at least that there is considerable danger that it might have 
some effect on the money market, and I did not feel that it was worth- 
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while to take any chance on raising the interest rate simply to get a 
better sounding name than we have. 

Mr. Garurnes. I would like to say to the gentleman I happen to 
come from one of the districts that voted yea. 

Mr. Toorety. But that district also was the one that had the hooker 
on it. 

Mr. Garurnes. It did. 

Mr. Tooretx. That it did not result in any increase in debenture 
costs. 

Mr. Gatuines. That is all. 

Mr. Poace. Thank you. 

Mr. McIntire. | 

Mr. McIntire. Mr. Chairman and Governor, I have just two short 
questions in order to get a little more into the record. 

In relation to this provision which would permit the banks to make 
loans which are on a partially amortized or nonamortized basis, 
what is the policy, or will be the policy, of the Farm Credit Admin- 
istration in relation to the district land banks in connection with mak- 
ing this same general provision available to existing loans on the re- 
quest of the borrower and on recommendation of the National Farm 
Loan Association? I just think this is approaching a problem in 
agriculture very constructively, and that is that many times it is not 
to the best interest of the farmer to be required to pay off indebted- 
ness which is amply secured as far as the lender is concerned, and 
deprive the farmer of needed capital in other parts of his enterprise. 
Now this will provide the authorization to remove yourself from 
amortized loans. I am sure that you are going to have to reach an 
agreement, with the borrower as to what the terms of the note will be 
just the same. I am also a little bit concerned with the fact that the 
National Farm Loan Association lending is not necessarily quite as 
exclusive as between borrower and lender in some other agencies, and 
it would become known more generally from one borrower to the other 
as to what terms he was able to get. I am just wondering, not to 
limit at all the objective here, but the extent to which it is your plan 
that such benefit would accrue to those already borrowing, upon which 
you make an agreement to set aside amortization 

Mr. Toorett. Mr. Chairman, I would like to have Mr. Gilmore, the 
director of land bank service, take that one. 

Mr. Giumore. Congressman, we have frankly thus far only had it 
in the talk stage. We have not put down in writing any specific rules 
or regulations or guidelines that we thought should be followed. 

First, we have felt that it should be in general the exception rather 
than the rule, that this partial or nonamortized loan would be used 
to a rather limited extent where they were not wanting the full 
amount for the maximum term of years. In other words, we would 
think it would be held normally to cases where the applicant, the 
farmer, was not requesting a full loan, or where it might be confined 
to say, 10, 15, or 20 years at a maximum. rather than—I will put it 
a different. way, we have not thought in terms of nonamortized loans 
for a long period of years, that they would be held to a shorter term. 
In relation to the existing loan now on the books, we have not thought 
about that, only to mention that would be a point and that at the 
moment, since the mortgage provides and the note provides certain 
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payments and so forth, that we would almost have to rewrite that loan 
if an applicant came in and wanted it changed, which of course would 
be done without expense to him, except maybe the extent of the ab- 
stract or something of that kind. 

Mr. McIntire. Well, in connection with your workout problem 
now, you do have certain provisions of standby approvements, do 
you not? 

Mr. Gitmorn, Yes, sir. 

Mr. McIntire. Those are applicable generally in connection with 
a problem ? 

Mr. Gumore. Right. 

Mr. McIntime. And not in connection with a loan which is other- 
wise in very good shape? 

Mr. Gitmore. Correct. 

Mr. McIntire. Do you not think it would be necessary, if you are 
going to provide some latitude here in the handling of new loans, that 
you must be equally open for some agreement as between the existing 
borrowers, that they too may be able to enter into a standby agree- 
ment for a period of years if such seems to be in the best interest of 
the borrower and the lender, without placing either in jeopardy ? 

Mr. Gitmore. Are you thinking of workout cases now, Congress- 
man ¢ 

Mr. McIntire. No, Iam not thinking of workout cases. 

Mr. Grumore. I see. | 

Mr. McIntire. I am thinking of cases where by virtue of a finan- 
cial circumstance, which is not necessarily a workout case in connec- 
tion with your mortgage loan, it may be something of a. workout case 
in relation to the borrower, that he is presented with a certain prob- 
lem of financial management, but that he should have, it should be 
arranged within your approved procedure that he, too, could sit 
down with the National Farm Loan Association officials and negoti- 
ate a standby agreement just the same as a new borrower can negotiate 
a nonamortized loan for a new loan. 

Mr. Grumore. Yes, sir. We thought, for example, here is a bor- 
rower who dies, and.the widow survives. Maybe he has paid his 
present loan down 30 or 40 or 50 percent, and it would work a hard- 
ship on her. The loan is current; she could pay it. Maybe she has 
someone in school, for example, or something of that kind. We then 
could defer or eliminate the requirement for the principal payments 
being paid, or rewrite the loan on a partially amortized on nonamor- 
tized basis for a given period of years. That could properly be done 
and should be done. 

Mr. McIntire. Well it seems to me when you have very substan- 
tial equities, that this type of management of maturities is just as 
appropriate on the part of those already errr. * as it is to be able 
to step up to a new borrower and say, notwithstanding what we have 
done with everyone else, we are going to treat you a little differently. 
and you are going to hear about that. 

Mr. Gumore. We would agree with that 100 percent, yes. 

Mr. McIntire. Because what you do there is not going to be en- 
tirely held within yourself and the borrower, because the rest of your 
borrowers, in this type of an organization, have the opportunity, and 
perhaps the privilege, of knowing just how the organization is han- 
dling it, and what the policy is in connection with new loans. 
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Well then, it would be appropriate for the record to show that this 
idea, which I commend you for, in considering the need of this type 
of lending, that it will be the purpose not to restrict this solely to 
the new borrowers, but that the same principle can be used, with 
agreement on the part of all parties and certainly protecting the sys- 
tem, without any question on that point, that you will look into the 
possibility of standby agreements with borrowers who are not work- 
out cases, but simply the matter of the best management of the capital 
within their farm operation and with full protection to the system 
in the case of the individual loan ? 

Mr. Giumore. Yes, sir. 

Mr. McIntire. Is that an appropriate statement ? 

Mr. Giimore. Yes, sir, with this one little proviso, that legally we 
may be required to execute a new note and even mortgage because of 
the terms of the existing one. But certainly the same rates and 
srivilges for other new members would be accorded to existing mem- 

rs, yes, sir. 

Mr. McIntire. And that legal requirement would be entirely one 
which was dictated by the manner in which you set up the deferred 
agreement? I mean, you can do it right now on workout cases with- 
out upsetting the mortgage, or the note, and as a farmer, and not a 
lawyer, I cannot see any difference in the legal side of working it 
out when you are in trouble as to working it out when it is the logical 
thing to do. 

Mr. Gitmore. As I remember, Congressman, searching my memory, 
the law now provides you can do it on a workout case. You see, the 
law now holds the maximum term of a loan to 40 years. But you can 
go beyond that on a workout, case if it is for the benefit. of the bor- 
rower and the system to work it out. 

Mr. McIntire. Well, do we need an amendment here to give you 
that latitude ? 

Mr. Gitmore. I would not feel so because it is a relatively simple 
matter to draw a new note and mortgage if that is required. 

Mr. McIntire. Well it is not so simple if you have some problem 
on the title—— 

Mr. Grumore. Well, no. 

Mr. Jounson. There is one other question I would like to ask right 
there. These loans that are not going to be amortized over a period 
of years, they would have to be short-term loans, wouldn’t they, like 
5- or 10-year mortgages? They would not be for as long a period as 
a loan where you are paying off on the principal all the time? 

Mr. Toorety. I would say this, that certainly we would not go into 
a situation where we would make an unamortized loan for 35 or 40 
years, and probably not even for 20. Really, as Mr. Gilmore said, 
we are trying to think our way through this thing. It would be in 
the experimental stage, and we would like to have the law amended 
so that we would have the privilege of doing some experimenting 
with it because we feel there is a need in agriculture today for this 
type of a mortgage agreement. 

Mr. McIntire. Well, there are certain circumstances. Let us take, 
for example, a man who has a $20,000 property, that is, that is what 
he considers it is worth, and it probably is worth that, and he has a 
$10,000 mortgage on it. You are amply secure there, a good husbandry 
clause and everything else is in this picture. 
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And the present schedule is, unless that man is in trouble, why you 
keep right on maturing his principal when he is short of cash to meet 
operating expenses, and every principal maturity that you take just 
makes him that much shorter. 

You have a good loan. He can make an application for another 
$5,000 loan, and probably he would not get it because of the difference 
of normal agriculture value and market value. 

On the other hand, you have a perfectly good loan, and it seems to 
me that it is only reasonable if you are opening up this field, that 
you go on both sides of it. I do not quite see how you are going to 
stop on one side of it and say this is as far as we want to go. 

I think you ought to be on both sides of it because the problem is 
just as real with many borrowers you already have as it is to make 
a reasonable deal for a new borrower. I certainly would like to urge 
that the Farm Credit Administration look into such amendments as 
are necessary, to provide you with that flexibility to meet the prob- 
lems of 1959 capital loan in agriculture because it is much different 
than it was 20 years ago w hen we had as a primary objective to get 
this man out of debt. 

I am sure that we still have that as an objective, but the speed at 
which we take him out sometimes might make the difference as to 
whether he is ever going to get out or not, and we ought to have some 
room in here to help work with him and his problem when we do not 
place any part of the system under jeopardy. This is not a case of soft 
lending or sympathetic consideration, it is just to have some tools to 
deal realistically with it. 

Mr. Poace. Can’t you give Mr. McIntire a straight answer to that? 
He has asked that question a dozen times and you have hedged every 
time that you have answered the question. 

Now isn’t the answer perfectly plain, that you consider under this 
law, under the bill as we have it written, that you would have the 
authority to rewrite existing loans on nonamortized terms, and that 
you would do so wherever you thought that it was desirable ? 

Mr. Gutmore. Mr. Chairman, I did not " I had hedged. I agree 
with everything the Congressman has said. I do not w vant to make 
legal opinions here that T may not be able to back up later. If John 
says we can do it legally, we will do it. 

‘Mr. Bacwet. I think the authority we have in the bill would per- 
mit that. 

Mr. Poace. All right, that is your answer. 

Mr. McIntme. Thank you. I was interested that the record show 
that here because I think we are dealing with both sides of the prob- 
lem. 

Now just one other short question. On page 11 you refer to the 
change of name, and you refer here to the title of “secretary-treasurer” 
being changed to that of “manager.” Well now, this is just a matter 
for the record, that is all, because I think we want to get through as 
rapidly as we can on legal procedure. 

Now this does not, of course, mean that there will not continue to be 
an official of the organization that is a secretary-treasurer? In other 
words, you have a corporate structure here and the bylaws of the 
organization require that there be a secretary and a treasurer. Now 
we are covered on that, are we, to a point where we are not presuming 
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here to do away with corporate officers, but simply we are dealing with 
how that man designates himself to his borrowers ¢ 

Mr. Baewett. No, Mr. McIntire, this would not mean that the cor- 
poration might not have any officer that its bylaws call for. All this 

rovision would do would be merely to change the name of the “secre- 
tary-treasurer,” which is provided now by law, to that of “manager.” 
And the association might have such other officers as it cared to and 
provided for in its bylaws. 

Mr. McIntire. Well it was just a point that I thought should be 
clarified for the record, that is all. 

Thank you, Mr. Chairman. 

Mr. Poage. Mr. Short ? " 

Mr. Suorr. Mr. Chairman, just a little bit further on that subject. 

If we are going to change the law to provide that the secretary- 
treasurer shall be called the “manager,” what are we doing to the 
existing State laws which say that an organization of this kind, that 
one of the officials of the organization shall be a secretary-treasurer 
and not a manager ¢ 

Mr. Baewett. Mr. Short, we have already been asked that question, 
and my answer was that the association could provide in their bylaws 
for a secretary who could carry out any responsibilities which the as- 
sociation might have under State law; it seems to me that would be 
the way it would be handled. 

Mr. Suorr. I think you understood I am not one of those who has 
been particularly impressed with the importance of changing names ? 

Mr. Bacwetu. Yes; I believe I understood that. 

Mr. Poace. Are there anyf urther questions ? 

Mr. Jounson. I have one off the record. 

(Discussion off the record.) 

Mr. Poace. Back on the record. 

Mr. Stubblefield ? 

Mr. Srussierietp. Mr. Chairman, I do not even remember who 
brought the subject up, but it was mentioned that a change would 
enable the farm credit to compete with local banks. Does farm credit 
actually compete with local banks as such, or is this a buffer against 
the inability to get loans ? 

Mr. Tooreti. I recall having made a statement about farm credit 
competing with insurance companies for mortgage loans, that is, Fed- 
eral land banks competing with insurance companies for mortgage 
loans. Realistically, production credit associations do compete with 
commercial banks for short-term loans. In most communities that 
competition is not a thing that the banks are at all bitter about. They 
look at it as being a wholesome sort of competition. Most commercial 
banks would much rather have a production credit association across 
the street from them competing for farm business than to have a new 
bank across the street. The production credit association brings in 
money from outside the community, and it is not permitted by law to 
accept deposits so it is not competing with them for deposits. Neither 
is it competing with them for very profitable installment credit and 
that sort of thing. So the majority of the country banks now recogniz- 
ing that competition are not critical of it. 

Mr. Poaar. We are very much obliged to you gentlemen for the 
splendid statement. 
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Now, Mr. Fisher has been waiting patiently to be heard. Mr. Fisher, 
we will be glad to hear from you. 

Mr. Eugene H. Fisher, Chairman of the National Advisory Commit- 
tee of the National Farm Loan Association. 





STATEMENT OF EUGENE H. FISHER, CHAIRMAN OF THE NATIONAL 
ADVISORY COMMITTEE OF THE NATIONAL FARM LOAN ASSO- 
CIATION 


Mr. Fisuer. Mr. Chairman and members of the committee, I am 
Eugene Fisher, speaking here on behalf of the National Farm Loan 
Association Advisory Committee. 

I appreciate, on behalf of the committee, the fact that you have given 
me this opportunity while we are here. We have been meeting the last 
couple of days, and a few of the fellows are still here today. 

However, most of them have had to meet their train or plane reserva- 
tions. I think two or three of us are here yet. 

My testimony will not be long, and first I would like to give you 
some idea of who I represent, and then I will cover briefly various items 
of the bill. 

I am a farmer and I operate a diversified farm near Oakland, Oreg. 

I have a Federal land bank loan and for that reason I am a member 
of the Roseburg National Farm Loan Association. For a number of 
years I have been interested in the cooperative credit service rendered 
by the land bank system and have taken part in the operations of the 
system from the viewpoint of an active, interested national farm loan 
association stockholder. 

At the present time I am president of the Roseburg National Farm 
Loan Association, chairman of the conference of NFLA representa- 
tives in the Spokane farm credit district, chairman of the Spokane 
farm credit district NFLA advisory committee, and chairman of the 
NFLA advisory committee. 

I am before you today as a representative of the NFLA advisory 
committee to inform you of the views of the committee on H.R. 5740, 
a bill affecting the Federal land bank system and the district banks 
of the Federal farm credit system. 

The NFLA advisory committee consists of 12 members, 1 selected 
to represent the NFLA’s in each of the 12 farm credit districts on 
the national committee. 

As this point I should state that during our meeting the last 2 days 
we have had representatives from all 12 districts. 

The committee is, therefore, the representative of the 876 national 
farm loan associations, which own all of the capital stock of the 12 
Federal land banks and which, in turn, are owned by approximately 
370,000 farmers and ranchers who have Federal land bank loans. 

Purpose of advisory committees : 

Speaking first of the districts, one of the objectives of a district 
NFLA advisory committee is to enable the national farm loan asso- 
ciations in a farm credit district to systematically exchange views on 
the operations and credit services of their respective associations, 
their district Federal land banks, and the land bank system gener- 
ally, and to consider ways and means of improving the services and 
the operations of the land bank system as a farmer-owned, coopera- 
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tive credit system, and to work in a hike manner with the directors 
of the district farm credit boards and the officers of the land banks. 

Speaking now of our national advisory committee, whom I pres- 
ently represent, the purposes and objectives of the NFLA advisory 
committee are similar to those of the district committee, except that 
their operations are on a national basis, permitting an official repre- 
sentative of the national farm loan associations in each district to 
exchange views and comments with like representatives of the other 
districts, and to transmit their views and comments to the Federal 
Farm Credit Board and the officials of the Farm Credit Adminis- 
tration. 

Our committee, as I stated previously, has, just completed their 
meeting here in Washington, D.C., on April 6 and 7 and reviewed 
the provisions of H.R. 5740 and except for section 104(e) unani- 
mously approved the bill for early enactment. 

We believe the enactment of H.R. 5740 would be a major step for- 
ward in the growth and development of the Federal farm credit 
system generally and the Federal land bank system specifically as a 
farmer-owned cooperative in furtherance of the declared policy of 
the Congress as set forth in the Farm Credit Act of 1953. 

Now turning to title I, and taking up some of the specific items in 
that title, it is our view that the land bank system cannot function 
as a Wholly member-owned-and-operated cooperative credit institu- 
tion until and unless the responsibility for making the appraisals 
upon which its loans are based has been given to it. 

In our opinion, the appraisal of properties for loan purposes is a 
necessary part of the lending operations. 

The bill requires the Federal Government, through the Farm 
Credit Administration, to prescribe uniform national appraisal stand- 
ards in accordance with the requirements of the law and to see that 
such standards are properly followed by the banks in the appraisals 
which they make. 

We believe this will provide adequate safeguards to the system. We 
take pride in the record that has been made by many of the banks 
in the use and development of a so-called designee apraisal program 
authorized by the Farm Credit Act of 1955. 

However, we believe that the requirement of that law that every 

roperty accepted as loan security on an appraisal made by a land 

ank designee be reappraised within 1 year by a Federal appraiser 

imposes an unnecessary expense upon the system and results in a dup- 
lication of work and effort without commensurate benefit to the 
system. 

We, therefore, believe that the provisions of H.R. 5740 to the effect 
that the law be amended to dispense with the requirement for second 
appraisals is desirable and necessary for the economical and efficient 
operation of the land bank system. 

Mr. JoHnson (presiding). I would like to ask you one question at 
that point. 

How many such appraisals are being made at this time ? 

Mr. Fisuer. All designee appraisals must be reappraised within 
the year. Now, if you are asking how many designee appraisals, I 
could not answer it 

Mr. Jounson. I mean, how does it work? Does the local secretary 
make the appraisal ? 
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Mr. Fisuer. A designee may be a local appraiser, a local secreta: 
treasurer, or he may be an assistant secretary-treasurer, or he may 
a member or a staff member of the bank. 

Mr. Jounson. The loan may be made on the strength of that. ap- 
praisal ? 

Mr. Fisuer. That is right. 

Mr. Jounson. And then the Federal. 

Mr. FisHer. Appraiser. 

Mr. JoHNnson (continuing). Steps in. Does he appraise it before 
the loan is closed ? 

Mr. Fisuer. No; the man gets his money, but it is not. subjeet—— 

Mr. Jonson. I did not get. your answer. 

Mr. Fisuer. The man, the borrower, gets his money. 

Mr. Jonson. Yes. Then the Federal appraiser comes in and ap- 
praises ? 

Mr. Fisuer. Right. 

Mr. Jonnson. That is all. 

Mr. Fisner. Withina yeat 

Speaking now regarding the name of the NFLAS and secretary- 
treasurers, generally, our national farm loan associations would like 
to have their legal name changed to “Federal land bank associations” 
so that they will be more c ‘losely identified with their district Federal 
land bank, in whose name each lo: an is made to the association mem- 
ber. The national farm loan associations would also like to have the 
name of their executive officer changed from the title of “secretary- 
treasurer” to “manager.” 

Speaking now regarding stock purchases, as you know, each farmer 
or rancher who obtains a land bank loan must join a national farm 
loan association and purchase stock in the association equal to 5 per- 
cent of the amount of his loan. The present law requires that he pay 
for this stock at the time his loan is closed and authorizes the bank 
to deduct the purchase price of the stock from the amount of his loan 
proceeds. 

This has the effect of securing the purchase price of the stock by 
the farm or ranch mortgaged to the bank and reducing the net amount 
of credit, exclusive of the stock purchase, which the member receives 
to 6134 percent of the normal agricultural value of his farm. 

We feel that this requirement is not necessary or proper and that, 
while the purchase price of the stock should properly be included in 
the total amount of the loan, it should be considered as adequate 
security for its purchase price independent of the farm or ranch, and 
that the farmer and member should be entitled to a full 65-percent 
loan on his farm or ranch, exclusive of the stock purchase. This bill 
would make this change. 

Over the years I have observed much confusion and dissatisfaction 
with the requirement that we could not accept our stock as adequate 
security for its purchase price and had to deduct its purchase price 
from the amount which the law stated was loanable on the land. If 
this change is made and we continue to adhere to the norial value 
concept of lending, our loans will continue to be sound and safe. 

Speaking of loan limits, we are further suggesting that the max- 
imum loan limit of $200,000 in the present law be removed, so that a 
land bank may make a loan of any size which it and the concerned 
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national farm loan association believe sound creditwise and within 
the 65-percent loan limit prescribed by the law. 

We generally do not believe that the size of any farmer’s or rancher’s 
operation and his related credit needs should exclude him from mem- 
bership in our cooperative system. In fact, we believe that serving 
large operators on an equal basis supports our ability to serve the small 
operators. 

Speaking relative to section 104(e) on consolidation, which I pre- 
viously have said we did not approve, or indicated, we have carefully 
studied the provisions of section 104(e) of the bill authori izing the 
Farm Credit Administration to order consolidation or merger of 
national farm loan associations. We realize.that in isolated cases 
there have been inequities that this legislation might correct. We 
believe, however, that this provision generally creates an impression 
of inconsistency with the basic policies of our system. We at this time 
believe that this section should be stricken from the bill. 

Other provisions of title I: There are other provisions in title I for 
amendments to the law which we believe are necessary or proper to 
serve the best interests of Farm Credit and American agriculture. 
I am sure that the officials of the Farm Credit Administration will be 
betier able than I to explain their purposes and objectives and the 
need therefor. 

Turning to title II, status of personnel, it is our committee’s view 
that title IT of H.R. 5740 should be enacted if we are to pursue the 
policy of Congress as stated in the Farm Credit Act of 1953 to have 
; truly member owned and man: aged farm credit system. 

At the present time our ni itional farm loan association employees 
are under social security, with a coordinated supplemental retirement 
and insurance program established by the district national farm loan 
associations. Our land bank employees generally are under the civil 
service retirement system. 

This program does not lend itself too readily to the transfer of per- 
sonnel from the associations to the bank and vice versa, as the need 
for such transfers normally develops. The situation in our opinion 
would be improved if all employees were under a single personnel 
program. 

Our endorsement of such a change in personnel programs has always 
been on the condition that the retirement program and rights of exist- 
ing employees would be preserved and maintained for them so long as 
they remain with the land bank system. 

Most of the land bank employees are career employees with long 
years of service and we do not believe that it would be fair or equitable 
to disturb their individual retirement program during their individual 
periods of service. 

The enactment of this bill would start us on the road toward a de- 
sirable goal and at the same time preserve the rights of our existing 
employees on a reasonable basis. 

In closing, we favor the enactment of the bill, but with section 
104(e) delet ‘ed therefrom. 

Mr. Poace. Mr, Fisher, we are very much obliged to you for this 
helpful statement. I believe you have covered the ground very well. 

Maybe I should not ask you, but because I believe you said you 
favored all the bill with the exception of 104(e), I would like to have 
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your opinion on the question of whether Congress or the State should 
fix usury laws. 

Mr. Fisner. That does not affect the land banks. I am represent- 
ing the National Farm Loan Association. We did not take that into 
consideration. 

Mr. Poace., You mean it just was not discussed at your meetings? 

Mr. FisHer. That is correct. 

Mr. Poace. What is your opinion about it ? 

Mr. Fisner. Well, I certainly would say that the States should have 
the final say. 

Mr. Poacr. I am glad to hear you say that, because there are so 
many people who come before Congress—— 

Mr. Fisner. That is my personal opinion; I am not speaking—— 

Mr. Poaae. I understand you are not speaking for anyone except 
Mr. Fisher. But we have groups of people, individuale, come here 
complaining that we are destroying the rights of the States and local- 
ities, and yet day by day we are confronted with legislation of this 
type. 

And it is not only the Farm Credit Administration, or the Depart- 
ment of Agriculture, but all the agencies and all of the associations 
back home. 

I think the Congress is just as sincere in its desire to protect the 
rights of States as most of the people complaining so bitterly about it. 

I hope some of the folks at home will see what we are faced with. 

Are there any other questions of Mr. Fisher ? 

Thank you very much. 

Mr. Fisuer. Thank you. 

Mr. Poacr. Is there anyone else who wants to be heard today? The 
committee expressly invited the three farm organizations to express 
their views on this bill today. 

I understand from the clerk that they had the impression we would 
not reach them today. We will, without objection, allow each of the 
three farm organizations, or anyone else who wants to, to submit a 
statement in connection with this matter if it is done within the next 
couple of days. 

If there is nothing else to come before us, the committee will stand 
adjourned. 

(The following letters and telegrams have been submitted to the 
subcommittee :) 


NATIONAL COUNCIL OF FARMER COOPERATIVES 
April 10, 1959. 
Hon. W. R. PoaaGe, 
Chairman, Subcommittee on Consevation and Credit, Committee on Agriculture, 
House of Representatives, Washington 25, D.C. 


DEAR Mr. CHAIRMAN: With respect to H.R. 5740, the Farm Credit bill of 1959, 
the national council of farmer cooperatives favors the enactment of title II to 
further fix the status of the Farm Credit Administration banks as private insti- 
tutions, owned and operated by farmer members, and to remove employees from 
participation in Government personnel activities, benefits and limitations, as 
rapidly as employees individual current interests in such are matured and 
expire. 

As far as title I is concerned, we have no policy regarding these matters 
which are largely internal housekeeping procedure, except to state that loan 
and interest limitations in the land banks are not compatible with the lack of 
such restriction in the production credit and cooperative bank operations; and 
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these restrictions do hamstring land bank operations in some areas and under 
certain circumstances. We doubt if compulsory mergers of farm loan associa- 
tions is as feasible as perstiasion and reasoning from the facts in’ cases where 
consolidation is indicated to be desirable. 
Sincerely yours, 
JOHN J. RreGre, Secretary. 


WASHINGTON, D.C. 
Hon. W. R. PoaGeE, 


Chairman, Conservation and Credit Subcommittee, House Committee on Agri- 
culture, House Office Building: 


The National Grange executive committee in session today voted unanimously 
to urge congressional approval of H.R. 5740 which amends the Federal farm 
loan act. 

Respectfully yours, . 
HERSCHEL D. NEwsom. 


AMERICAN FARM BUREAU FEDERATION, 
April 13, 1959. 
Hon. W. R. PoOaGeE, 
Chairman, Subcommittce on Conservation and Credit, House Agriculture 
Committee, U.S. House of Representatives, Washington, D.C. 


DEAR CONGRESSMAN POAGE: We have reviewed H.R. 5740 (Mr. Cooley) H.R. 
5929 (Mr. Hoeven), and H.R. 5979 (Mr. McIntire), to be known as the Farm 
Credit Act of 1959, and endorse the principles of the bills with two exceptions, 

The exceptions relate to (1) section 104(e), which would give the Farm 
Credit Administration the power to order “the merger or consolidation of two 
or more contiguous Federal land bank associations.” This authority seems to 
us to be contrary to the basic objectives of the Farm Credit Act of 1953 which we 
believe provides a sound framework of policy by encouraging decentralization 
of operational authority, and the placing of more responsibility in the local as- 
sociations and the district banks. We recommend that this section be deleted 
from the bill. 

The second exception relates to subsections 104 (i) and (j) which authorize 
the change in name from “National Farm Loan Association” to “Federal Land 
Bank Association” and the use of the term “manager” instead of “secretary- 
treasurer.” On this provision of the bill, the Farm Bureau will take no position. 

The transfer of appraisers to the Federal land banks will further implement 
the policies of the Farm Credit Act of 1953 and subsequent enactments by placing 
additional operational responsibilities in the district ‘banks and associations: 
We note that general supervisory responsibility still remains with the Farm 
Credit Administration. 

The following provisions of title I (briefly outlined) are desirable to facilitate 
well rounded credit services to agriculture : 

(1) Repeal of the statutory 5 percent interest rate limitation on’ Federal 
land bank bonds, and the companion 6 percent interest rate limitation on loans. 
It is to be hoped, of course, that money lending rates will be such as to preclude 
any difficulty in marketing Federal land bank bonds under 5 percent, but the 
banks should not be restricted from functioning in the event market rates require 
something higher than the statutory limitation. The 6 percent rate for interest 
on loans must also yield to the same situation in order to preserve the 1 percent 
operating margin. 

(2) Repeal of the $200,000 maximum loan limit will enable the banks ‘to ob- 
tain a portion of the larger scale loans which are required for conservation and 
timber farming. The advantage of larger loans in a cooperative credit organiza- 
tion reflects lower net credit costs to all borrowers, and especially to the smaller 
ones. 

(3) The authority to make loans on an unamortized or partially amortized 
basis will make possible a greater degree of flexibility of credit terms now being 
required. This provision has merit for borrowers, who can meet security require- 
ments for this type of loan. ‘ 

(4). The provision for adding the purchase of capital stock to the present loan 
limit of 65 percent of normal value will have thé effect of a loan of 68.25 percent 
of the value, of the security offered, including the stock pledged. In ‘view of 
the surpluses which have accumulated in the associations and the banks, this 
provision has merit. 











66 FEDERAL FARM LOAN ACT 


Title II of the bills relates to the clarification of the status 
of the district banks and associations under Federal Civil Service Act, thoplane 
Compensation Act, Civil Service Retirement Act, Federal Tort Claims Act and 
other Federal enactments having to do with employment in governmental 
agencies. 

We understand these provisions will enable district banks to establish employ- 
ment policies, compensation, retirement, and related personnel problems inde- 
pendent of the provisions of laws governing Federal employees. 

This title is in accord with the basic objectives of the Farm Credit Act of 1953 
and will further: accomplish the decentralization policy. We endorse this 
principle. 

We respectfully request this letter be n i i 
eee 1 e made a part of the hearing record on 

Sincerely yours, 
JOHN C. Lynn, Legislative Director. 


THE NATIONAL FARM LOAN ASSOCIATION OF KINGMAN, 
Kingman, Kans., N 25, 195 
Hon. J. Fioyp BREEDING, nee iy 
House of Representatives, 
Washington, D.C. 

DEAR CONGRESSMAN BREEDING: I have received a summary of H.R. 5740 (Farm 
Credit Act of 1959). The bill was submitted by Congressman Cooley and it is 
expected that Senators Ellender and Aiken will introduce the bill in the Senate, 
I do not have a copy of the bill and would appreciate you sending me five or six 
copies as soon as they are available. 

Title I of this bill contains, among others, the two following amendments to 
which I am strongly opposed : 

(1) “It would repeal the statutory 5- and 6-percent interest rate limitations 
now applicable to farm loan bonds and Federal land bank loans respectively.” 
It is my thinking that to repeal this section of the law at this time would merely 
help kindle the inflation spiral that we are in. It may be that if inflation is 
not curbed that it will be mandatory to our existence to have this repealed at 
some later date. 

(2) The other amendment to which I am strongly opposed, would give “The 
Farm Credit Administration authority to merge or consolidate two or more 
national farm loan associations without the approval of the associations in- 
volved, subjeet to such terms, conditions, and provisions as the Farm Credit 
Administration determined to be pair and equitable.” Floyd, we have too much 
Washington rule now. The national farm loan associations are locally owned, 
cooperative associations. They are owned entirely by the farmers in a given 
area. To pass a Federal law that would give the Farm Credit Administration 
authority to consolidate these associations without the consent of the farmer 
owners would certainly not be the American way. In fact, it would be more 
communistic than Democratic. 

I trust that you will do all you can to see that these two amendments are 
stricken from the bill when it is presented to the Agriculture Committee. I have 
no profound objections to the other amendments offered in the bill as I now 
understand them ; however, after I receive copies of the bill, I may wish to make 
further comment. 

We are having a severe thunderstorm here this afternoon and Dollie and I are 
taking it rather easy, drinking coffee and writing to our Congressman and stuff 
like that. We both extend our best wishes to you and Sue. 


Very truly yours, 
Howarp H. MADSALL. 


NATIONAL FARMERS UNION, 
Washington, D.C., April 13, 1959. 
Hon. W. R. POAGE, 
Chairman. Conservation and Credit Subcommittee of the House Agriculture 
Committee, House Office Building, Washington, D.C. 
DEAR CONGRESSMAN PoaGE: National Farmers Union supports enactment of 


H.R. 5740. 
Mr. R. B. Tootell, Governor of the Farm Credit Administration, has appeared 


before your committee in behalf of this bill. Mr. Tootell has proven himself 
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tu be an able administrator of farm credit programs. We have confidence in 
the direction he is giving to the Farm Credit Administration and in general 
agree with the recommendations he had made to the committee. 

The changes which he proposed in the various programs of the Farm Credit 
Administration are the logical next steps to be made if the Farm Credit Ad- 
ministration is to become fully farmer owned and controlled. 

We regret the necessity of taking the ceiling off of interest rates. Weare 
aware, however, that the hard-money policy of the Administration requires 
such action if funds are to be had through the sale of debentures for loan 
making purposes. Raising interest rates is not new in other lending agencies, 
even those operated by the Government. The Administration has, as a matter 
of policy, sought increased interest rates. Between 1951 and 1958, for example, « 
interest paid to creditors increased 73 percent while farmer’s total net income 
dropped 26 percent. 

Enclosed herewith are two letters which I respectfully request be placed in 
the record of the hearings. Mr. J. W. Wells, Jr., executive assistant to the 
general manager of the Farmers Union Grain Terminal Association, has sent 
us his views, and Mr. Marion E. Clawson, president of the Delaware County 
Farmers Union, Route No. 1, Eaton, Ind., has sent us his views. Mr. Clawson 
is president of the Eastern Production Credit Association, located at 304 South 
Jefferson, Hartford City, Ind. 

Since the letters of Mr. Wells and Mr. Clawson are pertinent to the hearings 
on H.R. 5740, I respectfully request that they appear in the record together 
with the transmittal letter. 

Sincerely, 
JOHN A. BAKER, 
Director, Division of Legislative Services. 


FARMERS UNION GRAIN TERMINAL ASSOCIATION, 
St. Paul, April 13, 1959. 
Mr. Jonn A. BAKER, 
Director, National Farmers Union Legislative Services, 
Washington, D.C. 


Dear JoHN: Thank you for your letter of March 27, 1959. The farm credit 
bill which you enclosed has two major functions: First, to decentralize the ap- 
praisals of the farms into the hands of the Federal land banks. There has been 
a continuing complaint concerning the appraisal system of the Federal land 
banks, which appraisals have been strictly supervised by the central office; the 
12 land banks said appraisals did not reflect the true value of a farm based 
upon present-day values of commodities produced on the farm. This has been 
a continuing gripe on the part of the presidents of the Federal land banks and 
the associations of the secretaries of the national farm loan associations in each 
of the 12 farm credit districts. The bill will place more autonomy in this regard 
in the hands of the Federal land banks. Personally, I am not afraid of it be- 
cause I have felt that the centralization of that authority in Washington has 
tended to hold down appraisals below what should be termed the true agricul- 
tural values. 

The second objective is to bring certain employees of the Farm Credit Ad- 
ministration under the Social Security Act. There are some other changes, but 
I think they are minor. 

Personally, I do not think that the National Farmers Union should object to 
the passage of the bills. 

Yours faithfully, 
J. E. WELLS, JR.. 
Evecutive Assistant to General Manager. 
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Aprit 6, 1959, © 
JoHN A. Baker, 
Director, Division of Legislative Services, 

Washington, D.C. 
Deak JOHN: In regard to 8S. 1512 and H.R. 5740 and Leonard Pound’s letter 
‘ the bill does have some conflicts with Farmers Union’s program. The repeal 
oe, of the interest-rate limitation would imply preparation for higher interest rateg 
to farmers, and the merger of the associations by the Farm Credit Admins 
istration could result in curtailment of service to farmers in some areas. The 
provisions of the bill do not seem to be consistent with Farmers Union’g 
program. 
The intent of the bill appears to be in the interest of economies; however; 
there is some question as to whether the changes are for the purpose of mini 
mizing costs to the farmer or to enable them to survive higher rates of interes 

to the investors in Federal land bank bonds. 

Whatever objections there are to the bill is somewhat like the residents o 
the valley objecting to the flood after idly sitting by and watching the dam 
being dynamited. A few years ago Farm Bureau propagandized the American 
Bankers Association theory that farmers should be ashamed to keep the Goy- 
ernment involved in the farmers credit institutions. As a result of this Farm 
Bureau propaganda, the PCA’s in many instances retired the Government 
capital and became farmer owned. The fact that farmers put their own capital 
in the PCA instead of Government capital was commendable, but at the same 
time and as a result of the propaganda there was a retreat on the part of the 
Government as to its rightful responsibility toward agriculture to assure it of 
sound credit at a reasonable cost. 

We therefore find ourselves now subject to the pleasure of those who buy 
bonds and debentures at maximum yield possible, and unfortunately these 
people are mostly the same people who advocate the tight money and higher 
interest rate policies. Since the Federal land bank and production credit 
associations have become farmer owned and have experienced the retreat of 
responsibility on the part of the Government and are for all practical purpo 
when it comes to obtaining funds to loan, private lending institutions, it is 
without doubt necessary for us to play the game by the rules of those from 
whom we obtain our funds. 

The bill is about as good as can be expected until we can rejuvenate the 
idea that the Government does have the definite responsibility to assure agri- 
culture adequate credit at reasonable costs. This responsibility was accepted 
by the Government back in the early thirties when private lending institutions 
failed agriculture. 

I would therefore suggest that every effort be made to emphasize the fact 
that the Government does have the rightful responsibility to assure agriculture 
adequate credit at reasonable cost. 

John, this is a hasty analysis as I have been running in circles since con- 
vention. This is a busy time of year for me. Hope that this is somewhat 
helpful to you. 

Sincerely yours, 








Marron A. CLAWSON, 
President, Delaware County Farmers Union. 


(Whereupon, at 5:00 o’clock p.m., the committee adjourned.) 
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